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9 Onthe Minds of Investors

What do you expect from 4Q earnings?

Operating leverage, which is the relationship between changes in revenue and changes in
earnings, continues to be key for profitability.

Investors are increasingly focused on the outlook for profits in 2023, with many expecting a material decline. As always, time will tell, but the earnings
season should provide some clues. With the 4Q22 earnings season underway, our current estimate for 4Q22 S&P 500 operating earnings per share

(EPS) is 52.59 USD (44.61 USD ex-financials), representing a year-over-year (y/y) decline of 7.3% and quarter-over-quarter (q/q) growth of 4.5%.

The year-over-year decline can be attributed to several factors. First, higher costs continue to squeeze profit margins. A tight labor market has kept
labor costs elevated, with wage growth remaining above its historical average of 4.0%. Additionally, supply chains have yet to fully heal, as early
guidance from companies note prolonged transit times and increasing shipping costs. Along with higher costs, unprecedented monetary tightening
from Federal Reserve has led to souring consumer confidence amid fears of an impending recession that has weighed on consumer spending. Higher

interest rates and geopolitical uncertainties have also led to a surge in the U.S. dollar, which on average, strengthened 14.9% y/y during 4Q22.

At the sector level, energy is poised to see the strongest growth in 4Q22 earnings, as crude oil and natural gas prices, on average, increased 7.2% and
13.7% y/y, respectively, during the quarter. Current estimates also point towards a strong quarter for industrials, which are tracking y/y earnings
growth of 25.1%. Despite the weakening demand for goods, the industrial sector should find support from service-oriented industries such as airlines

and transportation.

Earnings in the materials sector are in line to contract on a year-over-year basis, as falling commodity prices, slowing global demand and a stronger
U.S. dollar have weighed on profitability. Similarly, financials are set to struggle due to weak investment banking activity, slowing credit card spending,

additional loan loss reserve build, and a decline in mortgage revenues.

Consumer discretionary is tracking a year-over-year decline of 25.7% due to sustained pressure on margins, arising from excess inventories, slowing
demand, reduced household savings and persistent inflation. While information technology and communication services look set for a tough quarter

of earnings as well, the former should fare better given the mix of the sector.

Operating leverage, which is the relationship between changes in revenue and changes in earnings, continues to be key for profitability. Companies

with more operating leverage typically see greater earnings growth when, like today, nominal GDP is robust. In such an environment, however,
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companies with less operating leverage tend to implement prudent cost management as illustrated by the flurry of layoffs in the tech industry over

recent weeks. The bottom line is that defending margins will be the key to profitability in 2023.

S&P 500 operating EPS contribution by sector
4Q22
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Soucre: FactSet, Standard & Poor's, J.P. Morgan Asset Management. All data are as of January 12, 2022.
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This website is a general communication being provided for informational purposes only. It is educational in nature and not designed to be a recommendation for any specific investment product,
strategy, plan feature or other purposes. By receiving this communication you agree with the intended purpose described above. Any examples used in this material are generic, hypothetical and for
illustration purposes only. None of J.P. Morgan Asset Management, its affiliates or representatives is suggesting that the recipient or any other person take a specific course of action or any action at
all. Communications such as this are not impartial and are provided in connection with the advertising and marketing of products and services. Prior to making any investment or financial decisions,
an investor should seek individualized advice from personal financial, legal, tax and other professionals that take into account all of the particular facts and circumstances of an investor's own
situation.

Opinions and statements of financial market trends that are based on current market conditions constitute our judgment and are subject to change without notice. We believe the information
provided here is reliable but should not be assumed to be accurate or complete. The views and strategies described may not be suitable for all investors.

INFORMATION REGARDING MUTUAL FUNDS/ETF: Investors should carefully consider the investment objectives and risks as well as charges and expenses of a mutual fund or ETF before investing.
The summary and full prospectuses contain this and other information about the mutual fund or ETF and should be read carefully before investing. To obtain a prospectus for Mutual Funds: Contact
JPMorgan Distribution Services, Inc. at 1-800-480-4111 or download it from this site. Exchange Traded Funds: Call 1-844-4JPM-ETF or download it from this site.

J.P.Morgan Funds and J.P. Morgan ETFs are distributed by JPMorgan Distribution Services, Inc., which is an affiliate of JP-Morgan Chase & Co. Affiliates of JPMorgan Chase & Co. receive fees for
providing various services to the funds. JPMorgan Distribution Services, Inc. is a member of FINRA FINRA's BrokerCheck

INFORMATION REGARDING COMMINGLED FUNDS: For additional information regarding the Commingled Pension Trust Funds of JPMorgan Chase Bank, N.A., please contact your J.P. Morgan Asset
Management representative.
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The Commingled Pension Trust Funds of JPMorgan Chase Bank N.A. are collective trust funds established and maintained by JPMorgan Chase Bank, N.A. under a declaration of trust. The funds are
not required to file a prospectus or registration statement with the SEC, and accordingly, neither is available. The funds are available only to certain qualified retirement plans and governmental plans
and is not offered to the general public. Units of the funds are not bank deposits and are not insured or guaranteed by any bank, government entity, the FDIC or any other type of deposit insurance.
You should carefully consider the investment objectives, risk, charges, and expenses of the fund before investing.

INFORMATION FOR ALL SITE USERS: J.P. Morgan Asset Management is the brand name for the asset management business of JPMorgan Chase & Co. and its affiliates worldwide.
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