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Investors may also question how big the risk is if these stocks often rally enthusiastically after a
pullback.

It was as if Q1 never happened: markets were back at all-time highs, earnings were soaring and megacap tech reigned supreme. Then suddenly,
fears over Fed rate hikes began roiling markets once more, reminding investors that while record earnings and stellar performance are welcome,

expensive valuations and elevated concentration create risks for portfolios that are exposed during bouts of market volatility.

First, consider valuations. The top ten stocks in the S&P 500 sport a price tag of 26x, 25% more expensive than their long-term averages. Although
this dipped to 23x by the end of March, it has nearly retraced its geopolitical sell-off. While still off the peaks, when valuations are priced to

perfection, they are prone to correction. Increasingly, these corrections are felt more acutely in portfolios as substantial concentration has built up.

Today, the concentration of the top ten stocks in the S&P 500 is 40.8% -- a level that barely budged during the March pullback and stands well

above the 26.6% tech bubble peak. This means when those stocks correct, they have an outsized impact on portfolio volatility.

This has become a prevailing risk, although not necessarily a concern, as earnings have also been concentrated in those same top ten stocks.
These companies contribute just over one-third of all the index’s earnings, which has broadly moved in lockstep with overall market cap
concentration for the past decade. This certainly gives investors a reason to own these stocks, but a reasonable level of exposure can manage
risks. Yet, if earnings are so robust, what is the risk? Al sentiment shifts and geopolitics have precipitated corrections over the last 18 months, even

as earnings have remained impressive.

Investors may also question how big the risk is after all if these stocks often rally enthusiastically after a pullback. Indeed, within these top ten
names, five are outperforming the S&P 500 year-to-date. However, even the best one only ranks #82 in the top S&P 500 performers this year. As for

the other five, they all remain negative. Ultimately, the biggest are not always the best.

For investors, this means owning the benchmark will leave a portfolio highly concentrated. It also means that even when investors attempt to
diversify, there can be hidden overlap of the same positions. For example, 3 of the top 10 stocks appear in both the Russell 1000 Value and the
Russell 1000 Growth. If one already owned these names in their growth allocation, then they could have 6.6% more exposure to these three

companies because they also show up in value. This can be exacerbated through drift when portfolios are not rebalanced.

To identify some of these overlaps across managers, our digital portfolio insights tool now features a Top 10 Underlying Equities function to view

each fund’s biggest holdings and the exact allocation to each stock to assess any unintended duplication.



Concentration is not a new dynamic this year, but it is an extremely persistent one that requires regular review, rebalancing and active stock

selection.
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Source: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. Data are as of May 18, 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 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 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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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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