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The starting point for industrials has been weak for the last two years, as pandemic-era demand for
goods and supply chain issues abated while costs and interest rates rose.

The outlook for industrials was enthusiastic post-election, as companies were optimistic about U.S. reshoring and reindustrialization, traditional energy
production and a resurgence in M&A. While those policy items may come into greater focus over time, downside risks from tariffs, federal spending cuts

and the possible repeal of the CHIPS Act have management teams striking a more cautious tone.

The starting point for industrials has been weak for the last two years, as pandemic-era demand for goods and supply chain issues abated while costs
and interest rates rose. The ISM manufacturing index contracted for 26 consecutive months until expanding in the last two months. New orders resumed
contraction after a three-month expansionary streak that may have reflected front-running of tariffs. Nonresidential construction, the second largest

driver of industrial capex, remains mixed, with the Architectural Billings Index, which reflects demand for architectural services, slumping since 2022.

This subdued starting point is shrouded by policy uncertainty that could lead businesses to pause capital spending decisions. The NFIB’s small

business survey showed the biggest monthly drop in capital outlay intentions since 1998 in January and slipped further in February.

However, while the recent past and the near-term outlook inspire less confidence, the industrial sector is particularly diverse, sporting an array of

“haves” and “have nots” for long-term investors:

“Haves”:

¢ Aerospace - Global demand for travel continues its upward march. Fleet capacity hasn’t recovered as quickly post-COVID so a rich stream remains
of sales, earnings and free cash flow from equipment manufacturing, maintenance, repairs and parts.

¢ Commercial HVAC - Energy efficiency and cost savings are supporting investments across nonresidential markets with an extra boost from
education and health care construction and data centers.

¢ Railways should benefit from the recent lift in industrial production and may capture market share from trucking. Valuations are attractive.

» Electrification and grid upgrades - The power grid requires upgrades to incorporate renewables and to cope with rising electricity consumption
from electric vehicles and data centers, as well as increasing demand for transmission capacity.

* Data centers and utility spending will demand power generation, leveraging both traditional and renewable energy and construction. However, risks
have emerged due to efficiencies, competition, and headwinds to capex within Al.

“Have nots”:



» Traditional industrials and machinery - Manufacturing weakness coupled with policy uncertainty has weighed on core industries within the sector,
particularly those with meaningful exposure to China. Warehouse and industrial manufacturing automation have been sluggish after a pandemic
boom and face headwinds if capex slows as companies await policy clarity.

¢ Automotives and consumer electronics - After the pandemic boom, durable and non-durable goods demand has been muted and tariffs are likely
to have direct and indirect impacts.

¢ Defense - Global defense is surging, but U.S. federal spending cuts leave key U.S. defense contractors and services companies vulnerable as
procurement is scrutinized.

We are still overweight the sector, but it requires an active approach, with an eye towards companies with above-industry growth that can leverage that

growth into faster EBITDA growth, while responsibly allocating capital to protect earnings.

Manufacturing and construction have been sluggish since 2022

|+:Manufacturing and construction have been sluggish since 2022

Source: AIA/Deltek, ISM, J.P. Morgan Asset Management. Data are as of March 27, 2025.
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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 597 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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