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Hello,

This is David Kelly, Chief Global Strategist here at J.P. Morgan Asset Management and I'd like to
update you on our views on the economic and market outlook using slides from our first
qguarter 2026 Guide to the Markets — 10 points in 10 slides in 10 minutes:
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First, the economy should speed up and then slow down in ‘26, averaging 2% growth for the year.

The collective impact of tariffs, the federal government shutdown and declining net immigration
slowed the economy in late 2025. However, demand was supported by strong spending on Al
infrastructure and solid consumer spending by upper income households following a third year of huge
stock market gains. This support should continue into 2026. While we believe fourth quarter GDP
growth was weak, we expect growth to bounce to roughly a 3% annual pace in the first half of 2026
due to surging income tax refunds, before fading later in the year in the absence of further fiscal
stimulus. Overall, we expect economic growth to come in at close to 2.0% for 2026 — up slightly from

2025.




) Labor market dynamics us.[ 18)

Nonfarm payroll gains Civilian unemployment rate and annual wage growth
Month-over-month change and 3-month moving average, thousands, SA Private production and non-supervisory workers, seasonally adjusted, %
1,050 16%
Nov'25 30-year avg.
Payroll gain 64K 14% Wage growth 3.4%
850 3moavg 22K Unemployment rate 5.5%

12%
650 '\

10%

450 \\ 8%

6%

250

4%
® |I|||||

2%

Nov 2025:
4.6%

Nov 2025:
3.9%

-150 0%
21 22 '23 '24 '25 '94 '96 '98 '00 '02 '04 '06 '08 '10 '12 '14 '16 '18 '20 '22 '24
Source: BLS, FactSet, J.P. Morgan Asset Management.
Private production and non-supervisory jobs represent just over 80% of total private nonfarm jobs.
Guide to the Markets - U.S. Data are as of December 31, 2025. J.P. M()rgan
3 ASSET MANAGEMENT

Second, lower immigration should limit the rise in unemployment despite slow job gains.

Slower GDP growth, diminished labor supply and significant federal government job cuts resulted in
much slower employment growth over the course of 2025, with average monthly payroll gains falling
to just 17,000 between May and November. We expect job growth to accelerate in early 2026, to
between 50,000 and 100,000 jobs per month as consumer spending surges, and then fade to below
50,000 per month as the economy slows later in the year.

However, the impact of this slow job growth on the unemployment rate should be suppressed by
lower immigration.

Illegal immigration has fallen almost to zero and deportations have increased. Data through May
2025 also suggested a decline in new immigrant visas issued. Data on both deportations and legal
immigration are very spotty but overall we believe that net immigration has fallen to a pace of less
than 250,000 per year, down from an average of over 1,000,000 per year in the two decades before
the pandemic. This implies a flat or declining working-age population, holding the unemployment
rate at roughly 4.5% in early 2026 and allowing it to edge down towards 4% later in the year.

Wage growth has softened but should stabilize as a lack of qualified workers counteracts recession
worries in wage negotiations.



) Inflation components us.
Contributors to headline CPI inflation
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Third, inflation should rise in early 2026 due to income tax refunds and a delayed pass-through of
tariffs but then fall back towards 2% later in the year.

Current inflation trends are particularly hard to assess since the government shutdown forced the
cancelation of the October CPI survey and late data collection for the November numbers. Overall,
we believe CPl inflation rose to 3.0% year-over-year in December from a reported 2.7% in November.
Inflation could then rise further in early 2026 as strong income tax refunds allow retailers to pass on
tariff costs. Still, slow wage growth, low gasoline prices and weak housing demand should keep a lid
on inflation with year-over-year CPI gains only rising to 3.5% by June before falling back to close to
2.0% by the end of the year.

Summing it up, our forecast for 2026 is 2-0-2-4 - the same as the forecast we outlined two years ago.
2% economic growth, no recessions, inflation falling to 2% by the end of the year and the
unemployment rate falling back to 4.0%.



) Sources of earnings growth and profit margins us.
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Fourth, profit growth should remain solid in 2026 as companies benefit from strong productivity
gains, subdued wage increases and recent tax cuts.

Despite less than 5% growth in nominal GDP last year, the pro-forma earnings of S&P500 companies
rose by over 10% for a second consecutive year, led by technology stocks but also including strong
gains from financials and health care companies. This strong earnings growth was boosted by tax
provisions in the OBBBA. However, it also reflected in impact of a falling dollar in boosting the dollar
value of foreign revenues as well as relatively restrained wage growth and solid productivity gains.

We expect all of these trends to persist in 2026 which should lead to another years of close to
double-digit earnings gains. However, earnings growth is, as ever, very cyclically sensitive, so a fall
into recession would undoubtedly lead to a much less positive outcome. Investors should also be
aware of the somewhat circular nature of earnings growth within the tech sector so that if something
goes wrong with the Al theme, corporate earnings could take a more serious hit.



) The Fed and interest rates us.

Federal funds rate expectations
FOMC and market expectations for the federal funds rate
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Fifth, the Fed could cut twice in 2026 and possibly three times if growth and inflation both fade.

The Federal Reserve cut the federal funds rate by 0.75% in late 2025 following a 1.00% total
reduction in late 2024. This has brought the rate down to a range of 3.50-3.75%. Markets are pricing
in a better than 50% shot of another rate cut in the first quarter and a 100% shot of at least one rate

cut in the first half of 2026.

We believe this is likely — assuming that the economy does not see a further burst of fiscal stimulus —
and the Fed may cut again by September, bringing the funds rate down to a range of 3.00-3.25% -
essentially at the Fed’s 3.00% estimate of the long run neutral rate. However, if the economy
weakens again in late 2026, particularly if the result of mid-term elections appears to preclude the
possibility of further fiscal stimulus, the Fed may move to an accommodative stance in late 2026.
Since this will not actually stimulate the economy, by 2027 the Fed could find itself cutting short-term

rates further on the slippery slope towards the zero lower bound once again.



) Dollar drivers Us.

The U.S. dollar The U.S. trade balance
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Sixth, the dollar could fall further reflecting slower U.S. growth and continued Fed easing.

The dollar fell sharply in 2025. This may, in part, reflect its high valuation going into the year and
America’s chronic trade deficits. However, it could also be the result of questions among both U.S. and
international investors about their concentration in U.S. assets and the policies of the U.S.
Administration.

A key driver of the dollar in the long run has been the higher interest rates offered on U.S. debt
compared to other DM economies. As the Federal Reserve cuts more aggressively than other central
banks in 2026 we believe this narrowing in interest rate spreads, combined with a still high trade
deficit, should lead to a further dollar decline.



) Fixed income yields and forward returns us.
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Seventh, bond yields look close to fair value arguing for a neutral allocation.

A resumption of Fed easing and signs of a weaker labor market have allowed long-term interest rates
to drift down in recent months, even as inflation has gradually increased. From here, however, we
expect long-term rates to remain range-bound as the effects of monetary ease are counteracted by
increased Treasury issuance, a temporary surge in economic growth and delayed tariff-related
inflation.

For investors, there is not a strong argument for making a bet either on duration or credit in bonds.
Even if the economy weakens further, any rally in bonds should be limited by rising federal borrowing
and stubborn inflation. Moreover, at least in the short run, we expect the economy to avoid recession,
partially justifying today’s tight credit spreads. However, we do think that roughly normal bond
allocations make sense in this environment — historically, today’s close-to-4.3% yield on the Bloomberg
bond index has been associated with close to 4.3% annual returns over a 5-year period. Provided
inflation fades later in 2026, these yields and potential returns seem reasonable.



) S&P 500: Index concentration us.| 8)
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Eighth, Mega-cap U.S. equities still look expensive relative to the rest of the market.

One glaring anomaly, entering 2025, was the huge outperformance of the largest companies in the
S&P500, both in terms of earnings and equity market gains. Much of this reflects the dominant market
position of U.S. tech firms and a surge of interest in and investment spending on artificial intelligence.
That being said, in recent years, the stock market outperformance of these companies has generally
outpaced their outperformance in earnings, leaving their valuations at high levels relative to the rest of
the market.

This anomaly persists today with the top 10 companies in the S&P500 representing roughly 40% of the
market value of the entire index. For long-term investors, it may make sense to increase allocations to

other areas of financial markets in case, economic, geopolitical or idiosyncratic forces turns a mega-cap
U.S. equity boom into a bust.



) Global equity return composition
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Ninth, international equities still look cheap relative to the U.S. market.

In 2025, international stocks sharply outperformed their U.S. counterparts, as local-currency gains
were amplified by the impact of a falling dollar. Given this dramatic outperformance, many investors
may be wondering if they have missed the boat in increasing international allocations. We don’t
believe so - for three reasons:

* First, even after a 2025 rally, non-U.S. stocks still carry much lower valuations than their U.S.
counterparts.

* Second, the dollar remains very over-valued given our trade fundamentals and we expect it to fall in
the years to come, and,

* Third, given the outperformance of U.S. stocks over the last decade, most U.S. investors are likely
very underweight international stocks relative to an appropriate long-term asset allocation.
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) Alternatives: Correlations, returns and yields

Correlations, returns and yields
10-year correlations and 10-year annualized total returns, 3Q15 - 2Q25
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And tenth, alternative investments can add total return, income and diversifications to portfolios

The last few years have seen very strong stock market gains. However, that very outperformance could limit
future returns. Moreover, the traditional role that bonds play in zagging when stocks zig has been
challenged in recent years by higher inflation which negatively impacts both stocks and bonds.

In this environment, many investors are exploring alternative assets, such as private equity, private credit,
infrastructure and real estate. These assets are all quite different — some provide strong long-run returns,
some generate strong current income and some act as good diversifiers to publicly-traded stocks and
bonds. Many of them are quite illiquid and so should be thought of only as long-term investments.
Moreover, the performance of different assets within the alternatives space has varied considerably
depending on the manager. Still, adding alternatives to a traditional stock-bond portfolio may make sense
for many investors and we expect this area of financial markets to continue to grow in the years ahead.

It should be noted, finally that, while alternatives can play a defensive role in portfolios, they can also be
used for offense, allowing investors, for example to participate in the Al theme through smaller private
firms building new Al applications or generating the electricity necessary to develop them. However, more
broadly, alternatives and international equities can both play and important role in rebalancing portfolios.
This is important since, after three great years for U.S. equity markets, investor portfolios are not just
significantly larger but also are more risky and more concentrated than most investors intended.
Consequently, the most important financial resolution of the new year should be to rebalance - particularly
if this can be done in a tax-efficient manner. Thank you for watching!
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J.P. Morgan Asset Management - Index definitions

Al indexes are unmanaged and an individual cannot invest directly in an index. Index returns do not
include fees or expenses.

Equities:

The Dow Jones Industrial Average s a price-weighted average of 30 activey traded blue-chip U.S. stocks.

The MSCI ACWI (ANl Country World Index) is a free float-adjusted market captalzation weighted index that is
designed to measure the equiy market performance of developed and emerging markes.

The WS EATE Index(Europ, Australasi, For Eni)s e foatadused matketcoptazton ndex it s
designed to measure the equity market performance of developed markets, exciuding the US & Can:

The MSCI Emerging Markets Index is a free foat-adjusted market capitalization index that is des\gnsd [
measure equity market performance i the global emerging markels.

The MSCI Europe Index is a free float-adjusted market capialization index that is designed to measure
developed market equity performance in Europe.

The MSCI Pacific Index is a free float-adjusted market capilalization index that is designed to measure equily
market performance in the Paciic region.

The Russell 1000 Index® measures the performance of the 1,000 argest companies in the Russell 3000.

The Russell 1000 Growth Index® measures the performance of those Russell 1000 companies with higher
prce-to-book ratos and higher forecasted growth values.

The Russell 1000 Value Index® measures the perfommance of those Russell 1000 companies with lower price-
to-book ratios and lower forecasted growth values.

The Russell 2000 Index® measures the performance of the 2,000 smallest companies in the Russell 3000
Index.

The Russell 2000 Growth Index® measures the performance of those Russell 2000 companies with higher
prce-to-book ratos and higher forecasted growth values.

The Russell 2000 Value Index® measures the perfommance of those Russell 2000 companies with lower price-
to-book ratios and lower forecasted growth values.

The Russell 3000 Index® measures the performance of the 3,000 largest U.S. companies based on total market
capitalization,

The Russell Midcap Index® meastres the performance of the 800 smallest companies in the Russell 1000
Index.

The Russell Midcap Growth Index © measures the performance of those Russell Midcap companies with
higher price-to-book atios and higher forecasted growth values. The stocks are aiso members of the Russell
1000 Growth index.

The Russell Midcap Value Index © measures the performance of those Russell Midcap companies wih lower
prce-to-book ratos and lower forecasted growth values. The stocks are also members of the Russell 1000 Value
index

The S&P 500 Index is widely regarded as the best single gauge of the U.S. equilies market. The index includes
a representative sample of 500 leading companies in leading industries of the U.S. econor

Index focuses on the large-cap segment of the market; however, since it ncludes a signiicant portion of the tolal
value of the market, it lso represents the mrket.

Fired income:
The Bloomberg 1-3 Month U.S, Treasury Bill Index includes all publcly ssued zero-coupon US Treasury Bils that
have a remaining maturity ofess than 3 months and mor month, are rated investment grade, and have $250
millon or more of outstanding face value. In additon, the securiies must be denominated in U.S. dollrs and must be
fixed rate and non convertbe.

The Bloomberg Global High Yield Index is a muli-currency flagship measure of the global high yield debt market,
The index represents the union of the US High Yield, the Pan-European High Yield, and Emerging Markets (EM) Hard
Currency High Yield Indices. The high yield and emerging markets sub-components are mutualy exclusive. Until
January 1, 2011, the index also inciuded CMBS high yeld securies.

The Bloomberg Municipal Index: consists of a broad selection of investment-grade general obigation and revenue
bonds of maturies ranging from one year to 30 years. It s an unmanaged index representative of the tax-exempt
bond market.

The Bloomberg US Dollar Floating Rate Note (FRN) Index provides 2 measure of the U.S. doler denominated
floating rate note market,

The Bloomberg US Corporate Investment Grade Index is an unmanaged index consisting of publcly issued US
Corporate and specified foreign debentures and secured notes that are rated investment grade (Baa3/BBB or higher)
by atleast two ratings agencies, have at least one year tofinal maturity and have atleast $250 millon par amount
outstanding. To qualfy, bonds must be SEC-registered.

The Bloomberg US High Yield Index covers the universe of fixed rate, non-investment grade deb. Eurobonds and
debtissues from countries designated as emerging markets (sovereign rating of Baa1/BBB+/BBB+ and below using
the middle of Moody's, S&, and Fich) are excluded, but Canadian and global bonds (SEC registered) of issuers in
non-EMG countres are incllded.

The Bloomberg US Mortgage Backed Securities Index s an unmanaged index that measures the performance of
investment grade ixed-rate mortgage backed pass-hrough securities of GNMA, FNMA and FHLMC.

The Bloombem US TIPS Index consists ofnflaon rotecion scuris issued by the U Treasur.

S dolr dancmt By b,
Eumbonds traded loans and local market issued by sovereign and enti
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J.P. Morgan Asset Management - Definitions

Other asset classes:

‘The Alerian MLP Index is a composie of e 50 most prominent energy Master Limited Parinerships (MLP) that provides
inveslors with an unbiased, wmprehenswe benchmark for the asset cass.

vemesems twenty wo separate onmadias st on 5 exchanges, wih the exception of a\ummum mde\ jiion
Associates U. Index®is based from 1,768 gobal (US. & ex

s ) buyoutand growth equty funds, incuding full lquidated partnerships, formed between 1986 and 2013,

The CSTremnt Hedgo Fund index  compld b Cred S Tremartinde, LG s a asetueghld redge fund

index and includes only funds,

tracks over 4500 funds, and conssis only offuncs ith a minmum of USSS0 millon under management, a 12-month P

tecard, and audted fnanil siements. s cauled and rbsanced on a monty b, and rown netofal peromance

is the uisse Tremont Indesx,

The HERIMonthly Indlus mrnn are equaly weighte
Sonchma o s out bt e Tos Rt e Gown ot & v slralewes‘ each with mulple sub stateges. Al
single-manager HFRI Index constituents are included in the HFRI Fund Weighted Composite, which accounts for over 2200
funds listed on the internal HFR Database.

The NAREIT EQUITY REIT of overal industry Pem)vmance‘
and includes all tax-quaified real estate mveslmenl ‘ms's (REITs) that are isted on the NYSE, the American Stock Exchan

or the NASDAQ National Market List.

The NFLODCE, short or NCREIF Fund index -Open End Diversfied Coro Equty s an nde ofvestment e rering

Investments in emerging markets czn be more volate. The normal isks of investing in foreign countries are heightened when
investng in emerging markes. n additon, the small sze of securiies markets and the o trading volume may lead t0.a lack of
fiquidy, which eads o increased volatiy. Aso, emerging markets may not provide adequate legal protection for private or
forg vesimenr el proery

, orfol in the broad market or changes in a company's iancial
mndmon somenmesvapmy or unpredicably. These price movements may result rom factors afiecing indvidual companies,
seclors or industies, orthe securiies market as a whole, such as changes in economic o polical conditons. Equiy securies
are subject to "stock market sk’ mezning that stock prces in general may decine over short or extended periods of tme.
Equity market neutral strategies employ sophistcated quantiatie techiques of analyzing price data o ascertain information
about fulure prce movement and relatonships between securies, select securies fo purchase and sale. Equiy Market
NeulralStrategies typicaly maintain characteristic net equity market exposure no greater than 10% long o short

Gl wacr srteges i o e ofskslages i fich the et oo ek o ovemonisn
underlying economic rios nd o impact these have on equity, fixed income, hard currency and commoy mar
International investing involves a greater degree ofrsk and increased vollity. Changes in urrency exchange rates and
diferences in acoounting and taxaion polies oulside the U.S. can raise orlower returns. Some overseas markets may not be
as poltically and economicaly stable as the United States and other nations.

There s no quarantee thal the use of long and short positions wil succeed in milng an investor's exposure to domestc
slock market movements, captalzation, sector swings or other isk aclors. Using long and short seing sirategies may have
higher portflo tumover rates. Short seling involves certain rsks, inluding addiional costs associated with covering short
postions and a possbiy of unlmited loss on certain short sale positns.

on both a historcal and current basis the resuts of funds pursuin
nl i v promenceHilres g bck b e 0708 The NFLODCE ke s copllon-weihind P veprmed

Merger primarly in equiy and equiy
related instruments ﬂ'mmpames which are currently engaged in a corporate transaction.

offees. Measurement s tme-wei Midec ing typialy caries more sk than vesting in il-establshed "be-chi” companies. Hisorcaly,
oo i e e S expenencea a gveaw degree of market vmal\h'y han the average siock
. rato (PI) usi Price to book value
nyesing n aternative assets ;"é‘;ﬁigfﬁ;{ﬁﬁmﬁ”"‘””a‘ eslments 2 1S sulitlo oy forsophistelod nveelors focks markel value o s o e o o s e sibe; mzwers expectations ofa firm's
fuure fnancal healh the ralo of the price per share

program. They are not tzx eficient and an inveslor shouid consul with hisher tzx advisor prior o investing. Atemative
investments have higher fees than radiional investments and they may aso be highly leveraged and engage i speculative

i e preiousyer, used a5 mosTe 01 2 company < paental s an mvesmert.

investment techniques, which can magify the potenta for or gain. The value of the fal as el
as rise and investors may et back less than they invested.

Bonds are subject {0 inerest rate risks. Bond prices generaly fal when inferest rates rise

Ivesment n commodie my haregeder vty hn nvesinents n tadtond securtes, paticay f e nsiumens
involve leverage. The value of commodiy-inked derivatve insiruments may be affected by changes in overal m

movements, commoty index vlatiity, changes in nterest raes, orfactors afecting a partcular ndustry Dvwmmodny‘ such
as drought, foods, weather, vestock disease, embargoes, tarfs and intematonal economic, poltial and regulatory
developments. Use of leveraged commodiy-inked derivatives creates an opporturity for increased return but, at the same
time, creales the possiolty for greater loss

Derivatives may be risker than other types of investments because they may be more senstive to changes in economic or
market condiions than other types of investments and coud resul i losses that signficantly exceed the orgial investment.
“The use of derivlives may not be successfu resuling n invesiment osses, and the cost of such strategies may reduce
investment returns

foed arly
on cnrpwate o n(mmpames baing al sfcant decous ot vae ol stane o otiged i)
maturiy as a result of it proceeding or fancial market term proceedings

1o higher degree of market risk because of concentraton n a spefc industy, sector
or geographical seclor. Real estae investments may be subject o isks incuding, but not it 1o, decines i the value of el
e T usks rekod b genera andsconomic caion,changes e Yok ofte inderng proery ounedby h st and

Relative v; lue Strategies maintain posiions in which the investment thesisis predicated on realztion ofa valuation
discrepancy in the relaionship between muliple securies

‘Small-capitalization investng typicaly carries more risk than investing in wel-establshed "biue-chip" companies since smalker
companies generaly have  hgher sk of falure. Historical, smallr companies' stock has experienced a greater degree of
market volatity than the average stock.
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J.P. Morgan Asset Management - Risks & disclosures

The i progan id i global ithout referenceto products. Designed as a tool to help clients understand the markets and support investment
decisi of current i changing market conditions.

Forthe purposes. c!MlF\D 1l the JPM Market Insights and Portiolio notin scope for any MiFID I/ MFIR to

Furthermore, the J.P. M a have notbeen prepared

nor are they subjectto any

Thisd for it betaken as adviceor a any rategy,plan
feature or other norisita 1. M anyof i are generic,
for ortan anditshould not be rled upon by you n investingin any securifiesor
products. In aditon, the legal,regulatory, tax, credit, and implica , together with their ifany herein
is believedto b their they invesiment. Any frecass fgures, opions f investmentechniguesand tategies
setoutare for d subjectto chang priornotice. Al toat the time of
producion, but d pectof any ermor or ted. It should be noted that the value of the mmmeﬁcmmemmayﬂmﬁuatem
marketcondi getback the i Both i currentand fulure resuls.
JP.M t the brandfor th JPMorgan Chase & Co. and s affliates worldvide.
Tothe , we may record monitor comply with our legal and s, will b collected, stored and
JP. M privacy htps:/am.
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