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Does the January CPI report signal a shift in inflation?
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The January Jobs report showed private sector wages rising 0.5%, the highest in 18 months.
However, indicators like a low quits rate, declining job openings and labor-saving tech investments
suggest more subdued wage momentum.

The January CPI report revealed stalled progress towards the Fed’s 2% inflation target, giving the Fed more reason to maintain its current stance and
wait out the “policy fog” before considering rate reductions. Inflation exceeded expectations, with core inflation holding a 3.3% annual rate for five of the
six past months. Headline CPI rose 0.5% after a 0.4% rise in December, while core CPI rose 0.4% following a 0.2% rise. Annually, headline CPI climbed
3.0% and core CPI rose 3.3%.

Key inflation categories showed varied trends in January:

» Energy and food: Energy rose 1.1% due to higher gas prices, while grocery prices accelerated 0.5%, with meats, fish and eggs collectively up 1.9%.

e Core goods: Used cars (+2.2%) and prescription drugs (+2.5%) drove the upside, while apparel and new cars were softer. Some manufacturers may

have raised prices in anticipation of new tariffs, as suggested by manufacturing PMI and regional Fed surveys.‘I

¢ Core services: Auto insurance firmed 2% after a period of lower increases, while airfares cooled slightly following a hectic holiday travel season. The

crucial shelter indices, OER and rent, remained steady at 0.3%, but hotels jumped 1.7%.
* Labor market: The January Jobs report showed private sector wages rising 0.5%, the highest in 18 months. However, indicators like a low quits rate,
declining job openings, and labor-saving tech investments suggest more subdued wage momentum.

* Expectations: Following tariff developments, UMich 1-yr consumer inflation expectations jumped to 3.3% from 2.8%, driven by respondents

identifying as Democrat.

Dispersion across inflation measures also raises doubt about the durability of inflation acceleration. As shown in the chart, while the 6-month

annualized rate of Core CPl accelerated to 3.7% from 2.6% three months ago, Core PCE is expected to show only a 0.1%-point acceleration.? This gap

likely reflects hotter price increases for new and used cars in recent months, which have a greater weighting in CPI than in PCE.

Overall, the January CPI report highlighted potential inflation risks amid recent tariff developments, which could either raise inflation, hinder growth, or
both. Despite these challenges, strong underlying forces may still guide inflation towards the Fed's 2% target this year. But it is a delicate balance.

Inflation expectations are bubbling, and companies with pricing power are capitalizing by increasing prices in high-demand areas.

In his recent testimony to Congress, Fed Chair Powell emphasized the importance of patience. The past two weeks have marked the beginning of what
could be a prolonged multi-front trade war, with negotiations in a state of flux. As a result, the Fed is likely to proceed cautiously until the situation

stabilizes, particularly as the January CPI report suggests current inflation progress does not yet warrant additional easing measures.



While Core CPI has accelerated in recent months, Core PCE has remained stable

6-month annualized rates, seasonally adjusted
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Source: BLS, J.P. Morgan Asset Management. February 2025 Core PCE data is a J.P. Morgan Asset Management estimate based on January CPl and PPI data. Data are as of February 12, 2025.

"The output price index from the S&P manufacturing PMI survey rose to 55.5, a 10-month high in January. The regional Fed surveys also show steady climbs in the “prices received” indexes.

2This references a J.P. Morgan Asset Management estimate of January Core PCE in lieu of official data.
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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.
Variable annuity guarantees are only as good as the insurance company that gives them. While it is an uncommon occurrence that the insurance companies that back these guarantees are unable to meet
their obligations, it may happen. Annuity withdrawals prior to 5972 may be subject to tax penalties, are subject to market risk and may lose value. Riders have additional fees and costs associated with them,

and are subject to additional conditions, restrictions, and limitations.

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. JPMorgan Private Markets Fund is distributed by J.P. Morgan Institutional Investments Inc. Both are affiliates of

JPMorgan 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.

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.
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