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I Stocks are expensive, but they may not yet be overvalued.

With the U.S. stock market up 15% YTD, markets seem unphased at any potential headwind on the horizon, but for investors, concerns about high
valuations persist. The P/E ratio on the S&P 500 is 22.8x, just surpassing its post-COVID peak to the highest level in 25 years. Even outside of the top

10 stocks in the index, valuations are 19.7x, and value stocks alone are 17.3x vs. 14.2x over the long run.
The market may be richly valued, but to some extent, this is justified:

¢ Weaker tailwinds: Many of the tailwinds that drove valuations up after the pandemic - massive fiscal stimulus, 0% interest rates, $2.3 trillion in
excess consumer savings, and a rebounding economy, earnings and markets - have faded. Today, there is only modest fiscal stimulus on the
way from tax refunds, interest rates have been above 4% for nearly three years, the post-pandemic rebound is in the rear-view mirror, and the
consumer is softer. Still, markets are resilient.

¢ Robust profits: The resilience has been driven, in large part, by extraordinary earnings. Last year, S&P 500 profits grew 10%, and the past three
quarters have boasted double-digit profit gains. Tech has been a standout, with the Mag 7 set to contribute 44% of profit growth this year.
Margins remain near record levels at 13.6%. Tariff costs may erode profit margins, but profitability could be bolstered by provisions in the
OBBBA, like 100% bonus depreciation and accelerated R&D expensing, which could reduce next year’s tax liability and boost cash flow. This

could aid not only big tech, but also capital-intensive businesses within value.

¢ Index composition: In addition, the composition of the index itself has shifted towards growth stocks, which tend to have higher P/Es due to the
promise of higher profit growth, a dynamic that is pronounced today given the current earnings backdrop. In 2006, financials were 21% of the
S&P 500. In 2008, energy topped 13%. Today, those weights are 13.5% and 3%, respectively. Info tech, on the other hand, is 35%, vs. 15% twenty
years ago.

¢ Global exceptionalism: For years, there was no alternative to U.S. equities. This year, the U.S. has competition, with the MSCI ACWI ex-US
outperforming by over 12 percentage points. However, despite lagging its international counterparts, the U.S. derives the highest share of its
returns from earnings.

¢ Structural factors: The rise of passive investing, retail buying, and 401k flows have also driven the market higher. But it’s not just who
is entering, but those who aren’t exiting due to mounting embedded capital gains.

Stocks are expensive, but they may not yet be overvalued. Still, investors ought to reduce concentration, where valuations are the highest, by
diversifying into areas like value and international stocks, which offer more reasonable valuations, or corporate credit, which provides access to

strong balance sheets and robust profitability with the added benefit of income.
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Source: FactSet, Refinitiv Datastream, Standard & Poor’s, J.P. Morgan Asset Management. Forward P/E ratio is the most recent S&P 500 index price divided by consensus analyst estimates for
earnings in the next 12 months, provided by IBES since March 1994 and FactSet since January 2022.

Guide to the Markets - U.S. Data are as of October 8, 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 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.

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.

NOT FDIC INSURED | NO BANK GUARANTEE | MAY LOSE VALUE

Telephone calls and electronic communications may be monitored and/or recorded.

Personal data will be collected, stored and processed by J.P. Morgan Asset Management in accordance with our privacy policies at https://www.jpmorgan.com/privacy.

If you are a person with a disability and need additional support in viewing the material, please call us at 1-800-343-1113 for assistance.
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