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The reasons why Al is a compelling investment opportunity persist, but how we invest in Al has
evolved.

The Al trade has stumbled out of the gate to start 2026 compared to recent years. In fact, concerns about Al have been brewing since last year, with
several distinct pullbacks in tech stocks over the course of 2025. However, while the Al trade may be more volatile in 2026, there is little reason to

doubt the broader Al boom, supported by earnings, valuations, adoption and strong balance sheets.
As we EVALuate the Al boom, several dynamics underscore the directional momentum in this theme:

(E) Earnings: Tech profits have been spectacular since the launch of ChatGPT in November 2022. The Magnificent 7 have enjoyed double-digit
profit growth since early 2023, and earnings surprises have exceeded 10% in recent quarters, compared to the market average of 7.5% over the
same period. Last quarter, hyperscaler cloud revenues grew 27% y/y on average, evidence that Al is being monetized. As we look ahead, Mag 7
earnings have been revised up by 6.9% for 2026 since the start of 4Q25, while the S&P 493 have been revised lower by 0.4%. The past, present
and future of Al profitability is bright.

(V) Valuations: Together, the Mag 7 sport a P/E of 28.6x, not much higher than their collective P/E in spring of 2023. While that is expensive, it is
by no means extreme, and investors have gotten what they’ve paid for given valuations have barely budged while profits have soared. It is also

dramatically less than info tech’s peak valuation of nearly 70x during the internet boom.

(A) Adoption: In order to justify the massive hyperscaler capex spend, demand must also be robust. As we show on page 24 of the Guide to the
Markets, 17% of U.S. businesses now report Al adoption, and even more (45%) pay for Al subscriptions. Many of the leading tech CEOs note

“insatiable” demand, citing the bigger risk is underinvesting, not overinvesting.

(L) Leverage: Excessive leverage followed by a credit crunch has caused many booms to go bust. However, while the hyperscalers have
increasingly been tapping the bond markets and private funding vehicles, they do have the cash to support their investments but are opting
for a more sensible capital structure. Despite taking on more debt, hyperscaler net leverage is 0.9x compared to 2.6x for the average

investment grade issuer.

The reasons why Al is a compelling investment opportunity persist, but how we invest in Al has evolved. The Mag 7, down 1% so far in 2026, are no
longer synonymous with Al. Instead, the theme has broadened out to other Al innovators within tech, as well as Al enablers in sectors like
industrials, utilities and materials, all of which boasted double-digit earnings growth in the most recent quarter. Although we do not believe Al is a
bubble, it does not preclude one from forming, which is why we don’t want to chase the herd but rather employ thoughtful stock selection and

diversification.



Mag 7 earnings have soared while its P/E has barely budged

Earnings and forward P/E ratio

$200B - - 60x
<— Earnings PIE —>

$150B - - 45x

31.7x 31.7x
28.6
28.6x ’ X 29.5x ’
$100B - 27.3x @ 30x
¢ o
$508 - 15x
$0B L Ox

1Q23 2Q23 3Q23 4Q23 1Q24 2Q24 3Q24 4Q24 1Q25 2Q25 3Q25 4Q25F

Source: Factset, J.P. Morgan Asset Management. Forward P/E ratio is as of respective quarter-end. Data are as of January 14, 2026.
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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 SEPARATELY MANAGED ACCOUNTS AND MODELS: Investment advisory services are provided by J.P. Morgan Investment Management Inc.

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.
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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.

Copyright © 2026 JPMorgan Chase & Co., All rights reserved




