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In brief

o Despite the spike in energy costs, the outlook for corporate profits
remains very robust, with earnings revisions trending sharply higher
across most regions and sectors. While profit growth is slowly broadening
beyond the technology leaders, the Al investment boom increasingly
dominates the outlook.

@ Although the macro backdrop and earnings momentum are supportive,
high valuations in some areas temper our enthusiasm for aggressive
positioning. Our investors are finding the most compelling opportunities
in out-of-favor quality stocks; they remain attentive to both valuations
and exceptionally strong momentum in technology.

® Across regions, our Asia and emerging markets investors are the most
optimistic, but the valuation gap between regions has narrowed. In our research
work, the U.S. market looks less expensive now relative to other markets.

Taking stock

Yet again, equity markets have quickly shrugged off another “geopolitical event”
and are hitting record highs. Market participants have decided that higher energy
costs are less impactful than the artificial intelligence (Al) investment boom, which
is driving much of the growth we see in profits around the world.

Our investors have a broadly neutral view of the overall market outlook, with
enthusiasm for strong profit momentum tempered by higher valuations and
growing signs of speculative activity, especially in small cap U.S. stocks. We are
carefully examining the more controversial parts of the markets for opportunities
(“Al losers” and private credit, for example), We also think that quality is
underappreciated and will prove additive to stock selection from here following
very weak returns of late.

Profits are accelerating, fueled by the Al investment boom

Across regions, we have raised our earnings forecasts, reflecting resilient
economic growth, ongoing fiscal and monetary support, and the continued
impact of the Al investment cycle. In the U.S., we expect the S&P 500 to deliver
strong double-digit earnings gains in 2026. Notably, while the “Magnificent 7” tech
leaders continue to contribute significantly, profit growth is broadening out to the
rest of the index, where the remaining 493 companies should see a meaningful
recovery after several years of stagnation.
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Profit growth is very strong, but concentrated in the Al theme and commodities

Exhibit 1A: 2026 EPS growth
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Exhibit 1B: Top contributors to 2026 S&P earnings growth

NVIDIA 17
Micron Technology 13
Broadcom 5
Microsoft 5
Amazon.com 4
Bxxon Mobil 4
Chevron 3
Capital One
Apple
Alphabet
Sandisk
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Source: J.P. Morgan Asset Management; data as of March 2026.

Digging deeper, the impact of Al spending is spreading,
and separately the energy sector is delivering
increased profits. But if we exclude these two market
drivers, we project U.S earnings will grow at a moderate
8% this year. This underscores the critical role the
massive Al investment boom now plays in the outlook
for equity returns (Exhibit 1).

Outside the U.S., the picture is also brightening. Japan
looks set for another year of solid earnings growth,
supported by improvements in corporate governance
and capital efficiency. Europe, which lagged in

recent years, appears poised for better performance.

Headwinds —from low energy profits and an auto sector

facing higher costs (including tariffs and raw materials)
—are fading. At the same time, fiscal stimulus could
bolster domestic demand.

After a decade of underperformance, emerging
markets are now matching the U.S. in earnings growth
as technology and commodities play key roles in
equity returns.

Despite this positive backdrop, valuations in some
markets, especially the U.S., continue to be elevated.
Forward P/E multiples now trade above long-term
averages, tempering our return expectations. But
with profit growth robust and broad-based, investors
can still find attractive opportunities.

Investing in perceived "Al losers": Risks,
opportunities and frameworks

The Al investment boom remains a defining theme, but
the narrative is evolving. After a period of exuberance,
the market has sharply repriced companies perceived
as “Al losers”—notably in software and information
technology (IT) services—leading to significant
underperformance and valuation compression.
Software as a service (SaaS) names, for example, have
de-rated by nearly 60% since early 2025. However, this
broad sell-off has created pockets of opportunity.

Our research highlights that not all “Al losers”

are created equal. IT services and infrastructure
companies, for instance, are showing more resilient
earnings revisions, now supported by attractive
valuations and improving operational momentum
(Exhibit 2). A disciplined framework for assessing Al

Valuations have compressed across the board; SaaS
names have de-rated nearly 60% since start of 2025

Exhibit 2: Application software and SaaS multiples
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Source: FactSet, J.P. Morgan Asset Management. The chart shows the
average forward P/E (NTM) across Al Losers sub-categories from
December 31, 2024 to March 31, 2026.
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disruption risk is essential, focusing on factors such
as the strength of data moats, product substitutability,
customer switching costs, regulatory barriers and Al
integration capability. By tiering companies according
to their disruption risk and applying appropriate
valuation haircuts, investors can identify those firms
unfairly penalized by the market.

While it may be too early to broadly overweight the

“Al loser” basket, selective exposure, especially to
companies with strong fundamentals and lower
disruption risk, offers the potential for outsized returns
as sentiment normalizes. Rigorous fundamental
analysis is key. Investors need to differentiate between
true structural losers and companies with the capacity
to adapt and thrive in an Al-driven world.

Quality investing: Cyclical weakness, signs of
recovery, selective opportunity

Alongside valuation and momentum, quality has long
been seen as an attractive attribute for stock selection
across our quantitative and fundamental work. Broadly,
quality companies present strong balance sheets, high
returns on capital, and consistent earnings. In recent
quarters, higher quality stocks have faced headwinds,
particularly in the U.S., where performance has
dramatically lagged broader indices.

The Al investment boom plays a big role in explaining
quality’s underperformance. On the one hand, many of
the beneficiaries of Al spending are more cyclical, lower
quality stocks in the semiconductor industry. These
companies are now experiencing dramatic supply
shortages and exceptional (but likely unsustainable)
pricing power. Further down the market cap spectrum,
excitement around technology and innovation has
encouraged retail investors to aggressively bid up
many stocks with a good story but little in the way of
current revenues, earnings or cash flows.

While lower quality stocks have soared, fears over the
impact of the new Al technology on well-established
businesses with a steady growth record have hit hard
many stocks with high quality scores (as we discussed in
the prior “Al losers” section). We see weakness in these
high quality firms as temporary and not structural.

We note as well that valuations for quality companies
have cheapened significantly in recent quarters.
Historically, quality and value factors have outperformed
following significant oil price shocks, while growth and
speculative names have lagged. In our view, the current
environment, marked by a high level of speculation and
elevated volatility, underscores the importance of quality
as a defensive anchor in portfolios.

Our research highlights that quality stocks are
showing signs of attractive pricing and improving
operational momentum (Exhibit 3). When we analyze
historical patterns of market regimes, we find that
quality performs well in more difficult and value-driven
markets. The spread between high- and low-quality
valuations is now at levels that historically precede
periods of outperformance.

Quality often shines in difficult, value-driven markets
Exhibit 3: Performance of quality in different market regimes
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Source: FactSet, J.P. Morgan Asset Management. Chart shows average
quarterly performance of Quality in different market regimes. Regime
analysis based on quarterly returns from Mar-97 to Mar-26. Portfolios are
constructed in the Behavioural Finance global all-cap investable universe.

Our investors are finding contrarian opportunities in
high-quality businesses that are currently “on sale.”

In Europe, quality names in health care and consumer
sectors are favored, while in the U.S., select industrials,
software and insurance companies stand out.

As the cycle turns and operational momentum
improves, quality investing looks poised to regain
market leadership. For investors seeking resilience and
long-term growth, a renewed focus on quality stocks
offers both defensive benefits and the potential for
attractive returns as the market environment evolves.
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Exhibit 4 shows the views of our team members. Many
like attractively priced quality stocks. Some are finding
opportunity in select “Al losers,” companies with strong
fundamentals and lower Al disruption risk.

Views from our Global Equity Investors Quarterly, April 2026
Exhibit 4 : Opportunities and risks

Best opportunity globally? Opportunities to avoid? Biggest risk to markets?
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A subset of survey results are shown for Global Equity Investors Quarterly participants taken in April 2026. These responses are taken from a quarterly
survey representing 50 ClOs and portfolio managers across Global Equities. Opinions, estimates, forecasts, projections and statements of financial market
trends are based on market conditions at the date of the publication, constitute our judgment and are subject to change without notice. There can be no
guarantee they will be met. Past performance is not a reliable indicator of current and future results.

Build stronger equity portfolios with J.P. Morgan

Our equity expertise is founded on deep resources across regions and sectors, and a commitment to nurture the brightest
talent. Delivering consistent results is at the heart of everything we do.

Outcome-oriented active management:

e® Benefit from the local market expertise and deep ® Investacross a broad range of actively managed
resources of our globally integrated team of experienced equity strategies, covering multiple investment styles
equity investment professionals. and geographies.

e Gain a broader view on equity markets with our timely o Partner with one of the world’s leading equity
macro and market views, and be guided by our managers and benefit from our long history of
proprietary portfolio insights and equity analytic tools. innovation and success.
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Next steps

For more information, contact your
J.P. Morgan representative.

IMPORTANT DISCLAIMER

For the purposes of MiFID Il, the JPM Market Insights and Portfolio Insights
programs are marketing communications and are not in scope for any
MiFID Il / MiFIR requirements specifically related to investment research.
Furthermore, the J.P. Morgan Asset Management Market Insights and
Portfolio Insights programs, as non-independent research, have not been
prepared in accordance with legal requirements designed to promote

the independence of investment research, nor are they subject to any
prohibition on dealing ahead of the dissemination of investment research.

This document is a general communication being provided for informational
purposes only. It is educational in nature and not designed to be taken as
advice or a recommendation for any specific investment product, strategy,
plan feature or other purpose in any jurisdiction, nor is it a commitment from
J.P. Morgan Asset Management or any of its subsidiaries to participate in
any of the transactions mentioned herein. Any examples used are generic,
hypothetical and for illustration purposes only. This material does not contain
sufficient information to support an investment decision and it should not
be relied upon by you in evaluating the merits of investing in any securities
or products. In addition, users should make an independent assessment of
the legal, regulatory, tax, credit, and accounting implications and determine,
together with their own financial professional, if any investment mentioned
herein is believed to be appropriate to their personal goals. Investors should
ensure that they obtain all available relevant information before making

any investment. Any forecasts, figures, opinions or investment techniques
and strategies set out are for informational purposes only, based on certain
assumptions and current market conditions and are subject to change
without prior notice. All information presented herein is considered to be
accurate at the time of production, but no warranty of accuracy is given and
no liability in respect of any error or omission is accepted. It should be noted
that investment involves risks, the value of investments and the income
from them may fluctuate in accordance with market conditions and taxation
agreements and investors may not get back the fullamount invested.

Both past performance and yields are not reliable indicators of current

and future results.

J.P. Morgan Asset Management is the brand name for the asset
management business of JPMorgan Chase & Co. and its affiliates worldwide.

To the extent permitted by applicable law, we may record telephone calls
and monitor electronic communications to comply with our legal and
regulatory obligations and internal policies. Personal data will be collected,
stored and processed by J.P. Morgan Asset Management in accordance
with our privacy policies at https://am.jpmorgan.com/global/privacy.

This communication is issued by the following entities: In the United States,
by J.P. Morgan Investment Management Inc. or J.P. Morgan Alternative
Asset Management, Inc., both regulated by the Securities and Exchange
Commission; in Latin America, for intended recipients’ use only, by local J.P.
Morgan entities, as the case may be.; in Canada, for institutional clients’
use only, by JPMorgan Asset Management (Canada) Inc. is a registered
Portfolio Manager and Exempt Market Dealer in all Canadian provinces and
territories except the Yukon, and an Investment Fund Manager in British
Columbia, Ontario, Quebec, and Newfoundland and Labrador. It is also a
Derivatives Adviser in Manitoba, a Commodity Trading Manager in Ontario,
and a Derivatives Portfolio Manager in Quebec. In the United Kingdom,

by JPMorgan Asset Management (UK) Limited, which is authorized and
regulated by the Financial Conduct Authority; in European jurisdictions,

by JPMorgan Asset Management (Europe) S.ar.l. In Asia Pacific (“APAC”),

by the following issuing entities and in the respective jurisdictions in

which they are primarily regulated: JPMorgan Asset Management (Asia
Pacific) Limited, or JPMorgan Funds (Asia) Limited, or JPMorgan Asset
Management Real Assets (Asia) Limited, each of which is regulated by

the Securities and Futures Commission of Hong Kong; JPMorgan Asset
Management (Singapore) Limited (Co. Reg. No. 197601586K), which this
advertisement or publication has not been reviewed by the Monetary
Authority of Singapore; JPMorgan Asset Management (Taiwan) Limited;
JPMorgan Asset Management (Japan) Limited, which is a member of the
Investment Trusts Association, Japan, the Japan Investment Advisers
Association, Type 11 Financial Instruments Firms Association and the
Japan Securities Dealers Association and is regulated by the Financial
Services Agency (registration number “Kanta Local Finance Bureau
(Financial Instruments Firm) No. 330”); in Australia, to wholesale clients
only as defined in section 761A and 761G of the Corporations Act 2001
(Commonwealth), by JPMorgan Asset Management (Australia) Limited (ABN
55143832080) (AFSL 376919). For all other markets in APAC, to intended
recipients only.

JPMorgan Distribution Services, Inc., member FINRA.

For United States only: 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.

© 2026 JPMorgan Chase & Co. All rights reserved.
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