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The Al-related capex boom and higher energy prices are having an outsized contribution, but
other sectors are also contributing nicely given secular tailwinds.

Despite two ongoing military conflicts and moderate global economic growth, global equities are having another stellar
year. Year-to-date, international equities are up 13.1%, outperforming by 220bps the already strong U.S. equity returns.
Emerging markets (EM) and Japan have been leading the charge, with the U.S. and Eurozone not far behind. Drilling down
into its drivers, this year's returns have been led almost entirely by earnings. For international equities, earnings
expectations have been revised up by 22%pts since the start of the year and dividends have increased 2%, while multiples
have contracted by 9% and currencies have weakened by 2% versus the U.S. dollar. While the magnitude differs, this
dynamic holds true across the major regions. What’s behind this surge in earnings and earnings expectations? The Al-
related capex boom and higher energy prices are having an outsized contribution, but other sectors are also contributing
nicely given secular tailwinds.

For 2026, analysts are now expecting earnings growth of 54% in EM, 24% in the U.S., 13% in the Eurozone and 12% in Japan
(in U.S. dollars). Five main themes are behind this strong corporate showing:

1. Al-related capex boom: Hyperscalers' expected $758bn of capex spend this year is showing up across the Al supply
chain. Combined with capacity constraints, semiconductors and hardware earnings growth has surged. This has
been a powerful tailwind, representing about 80% of emerging market earnings growth, 60% of Japan earnings
growth, and 50% of U.S. earnings growth this year. Given ongoing capacity constraints, this large tailwind is expected
to continue into next year.



2. Higher energy prices: Global oil prices increased on average 10% in 1Q and 44% in 2Q because of the Iran War-related
supply disruptions. Energy sector earnings growth has gone from a drag to a boost to overall earnings, representing
25% of Eurozone earnings growth and 10% of U.S. earnings growth this year. Unlike the Al theme, this boost is unlikely
to hold for long.

3. Weaker currencies: Currencies in developed markets weakened nearly 3% versus the U.S. dollar in the first half of the
year, a tailwind for large cap exporters' earnings growth, especially in Europe and Japan. This boost is also likely to
fade as the year goes on.

4. Domestic economic resilience: Not to be overlooked is the strength in earnings growth outside of the Al capex
enablers and the energy sector. Other sectors are representing about a third of earnings growth in the U.S. and
Japan and two thirds in the Eurozone. Despite the many headwinds, global economic growth continues to be resilient
and structural tailwinds remain. The environment remains favorable for these regions' banks (positive and upward
sloping curves and growing private loans) and industrials (stimulus towards defense, infrastructure and power grid
upgrades).

5. Corporate governance changes: Ongoing corporate governance efforts focused on improving company return-on-

equity continue to bear fruit, especially in Japan.

Persistently elevated geopolitical tensions and modest economic growth are set to persist. That does not mean that
global earnings growth cannot continue to deliver outsized growth this year and next. This is true not only in the U.S., but
also broadly across international markets which are now being supported by large secular rather than cyclical themes.

For some regions, Al capex and higher energy prices are behind exceptional
earnings growth
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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 59% 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 JP-Morgan 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.

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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