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Learning objectives

. ldentify the nature of the downturn facing the global economy
. Assess the path ahead for interest rates

. Determine the ability of fixed income to provide both income and diversification against
recession risk

. Explain how much of the economic downturn is already reflected in stock market valuations
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Developed economies have made a resilient start to 2023 (GTM | UK | 4 )

Composite Purchasing Managers’ Index (PMI)
Index level
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Source: S&P Global, J.P. Morgan Asset Management. A score of 50 indicates that economic activity is neither expanding nor contracting, above 50 indicates
expansion. Guide to the Markets - UK. Data as of 28 February 2023. ASSET MANAGEMENT
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The European outlook has seen the biggest change (GTM | UK | 32)

EU natural gas inventories
% of capacity
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Source: (Left) Bloomberg, Gas Infrastructure Europe, J.P. Morgan Asset Management. (Right) Bloomberg, Citi, J.P. Morgan Asset Management.

Guide to the Markets - UK. Data as of 28 February 2023.

Economic surprise index
Index level

300

200

100

-100

-200

-300

'19 '20 21 '22 '23
@® Eurozone @ us

JPMorgan

ASSET MANAGEMENT



>
S
o
=
o
o
[d)
®
Qo
=
o

Weaker US growth is still necessary to bring inflation back to 2% ( GTM | UK | 8/19)

Job vacancies relative to unemployed
X, multiple
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US headline inflation breakdown
% change year on year
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Source: (Left) BLS, Deutsche Bundesbank, ONS, Refinitiv Datastream, J.P. Morgan Asset Management. UK data is a three-month average as published. (Right) J.P.M()rgan

BLS, Refinitiv Datastream, J.P. Morgan Asset Management. Core inflation is defined as excluding food and energy. Guide to the Markets - UK.

Data as of 28 February 2023.
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) The UK faces a stickier inflation problem (GTM | UK | 36)

UK headline and core inflation UK headline inflation breakdown
E‘ % change year on year % change year on year
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6 Source: (All charts) ONS, Refinitiv Datastream, J.P. Morgan Asset Management. Core inflation excludes energy, food, alcohol and tobacco. g
Guide to the Markets - UK. Data as of 28 February 2023. ASSET MANAGEMENT
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The financial system is unlikely to amplify the growth slowdown

in the same way it did in 2008

(GTM | UK | 11)

US mortgage origination by credit score
USD billions
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Source: (Left) Federal Reserve Bank of New York, Refinitiv Datastream, J.P. Morgan Asset Management. Mortgages are grouped by FICO score. Subprime are
those with FICO scores below 659, prime those between 660 and 759 and superprime those above 760. (Right) IMF, Refinitiv Datastream, J.P. Morgan Asset
Management. Core tier 1 ratios are a measure of banks' financial strength, comparing core tier 1 capital (equity capital and disclosed reserves) against total risk-

weighted assets. Guide to the Markets — UK. Data as of 28 February 2023.
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“Pivot” is the new “transitory” (GTM | UK | 7 )

Market expectations for central bank policy rates
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Source: Bloomberg, J.P. Morgan Asset Management. Expectations are calculated using OIS forwards. Past performance is not a reliable indicator of current and
future results. Guide to the Markets - UK. Data as of 28 February 2023.
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Good riddance to negatively yielding debt (GTM | UK | 73)

Global government bond yields

% of BofA/Merrill Lynch Global Government Bond Index
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Source: (Left) Bloomberg, BofA/Merrill Lynch, J.P. Morgan Asset Management. Index shown is the BofA/Merrill Lynch Global Government Bond index. (Right) J PMor an
Bloomberg, J.P. Morgan Asset Management. Chart indicates the calculated total return achieved by purchasing US 10-year Treasuries at the current yield and oA g
selling at the end of 2023 given various changes in yield. For illustrative purposes only. Past performance is not a reliable indicator of current and future results.

Guide to the Markets - UK. Data as of 28 February 2023. ASSET MANAGEMENT



) High yield spreads are offering insufficient compensation for risk ( cT™ | UK [74/70)

Fixed income spreads US high yield spread and defaults
%, option-adjusted spread %, default rate (LHS); %, option-adjusted spread (RHS)
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Source: (Left) Bloomberg, Bloomberg Barclays, ICE BofA, J.P. Morgan Economic Research, Refinitiv Datastream, J.P. Morgan Asset Management. Euro I1G:

Bloomberg Barclays Euro Agg. — Corporate; US HY: ICE BofA US High Yield Constrained; EM Debt: J.P. Morgan EMBI Global Diversified; Euro HY: ICE BofA

Euro Developed Markets Non-Financial High Yield Constrained; US IG: Bloomberg Barclays US Agg. Corporate — Investment Grade; UK |IG: Bloomberg Barclays

Sterling Agg.— Corporates. (Right) ICE BofA, J.P. Morgan Securities Research, Refinitiv Datastream, J.P. Morgan Asset Management. US HY: ICE BofA US High J PMOI- an
Yield Constrained. US HY default rate is defined as the par value percentage of the total market trading at or below 50% of par value and includes any Chapter 11 oA, g

filing, prepackaged filing or missed interest payments. Past performance is not a reliable indicator of current and future results. Guide to the Markets - UK.

11 Data as of 28 February 2023. ASSET MANAGEMENT
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Margin pressure will squeeze earnings this year

(GTM | UK | 51)

Profit margins
%, margins of 12-month trailing earnings relative to sales
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US NFIB survey: Prices and wages
% of respondents, three-month moving average
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Source: (Left) FTSE, MSCI, Refinitiv Datastream, S&P Global, J.P. Morgan Asset Management. US: S&P 500, Europe ex-UK: MSCI Europe ex-UK, UK: FTSE All- J.P.M()rgan
Share. (Right) National Federation of Independent Business, Refinitiv Datastream, J.P. Morgan Asset Management. Past performance is not a reliable indicator of

current and future results. Guide to the Markets - UK. Data as of 28 February 2023.
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Valuation discipline remains essential

(GTM | UK

47 )

Consensus estimates for global earnings per share growth
% change year on year
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Source: (Left) FTSE, IBES, MSCI, Refinitiv Datastream, S&P Global, J.P. Morgan Asset Management. MSCI indices are used for World, Europe ex-UK, EM and

China. UK is FTSE All-Share and US is S&P 500. Earnings data is based on 12-month forward estimates. (Right) IBES, MSCI, Refinitiv Datastream, S&P Global,
J.P. Morgan Asset Management. Forward P/E ratio is price to 12-month forward earnings. MSCI indices are used for all regions/countries (due to data availability),
except for the US, which is represented by the S&P 500. Range and average for China is since 1996, due to data availability. Past performance is not a reliable

indicator of current and future results. Guide to the Markets - UK. Data as of 28 February 2023.
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Lockdowns have had a huge impact on consumer confidence (GTM | UK | 45)

China consumer confidence
Index level
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Source: (All charts) National Bureau of Statistics of China, Refinitiv Datastream, J.P. Morgan Asset Management. Guide to the Markets - UK.

Data as of 28 February 2023.
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> Chinese stocks are still down more than 40% from the peak (GTM | UK | 64)
MSCI China drawdowns MSCI China price-to-book ratio
% drawdown from local peak, price return in local currency X, multiple
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Source: (All charts) MSCI, Refinitiv Datastream, J.P. Morgan Asset Management. Past performance is not a reliable indicator of current and future results.
17 Guide to the Markets - UK. Data as of 28 February 2023. ASSET MANAGEMENT
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Summary views for the year ahead

Moderating inflation, pausing central banks, mild recessions

CENTRAL

Positive returns from both equities and fixed income

A repeat of 2022: persistent inflation forcing central banks to keep hiking,

DOWNSIDE resulting in a deeper downturn

Both stocks and bonds under further pressure

Goldilocks: inflation fades quickly and economic growth recovers

UPSIDE

Best scenario for risk assets

Source: J.P. Morgan Asset Management, as of March 2023. Opinions, estimates, forecasts, projections and statements of financial market trends are J.P Morgan
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. ASSET MANAGEMENT
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Learning objectives

. ldentify the nature of the downturn facing the global economy
. Assess the path ahead for interest rates

. Determine the ability of fixed income to provide both income and diversification against
recession risk

. Explain how much of the economic downturn is already reflected in stock market valuations
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J.P. Morgan Asset Management: Risks and disclosures

The Market Insights programme provides comprehensive data and commentary on
global markets without reference to products. Designed as a tool to help clients
understand the markets and support investment decision-making, the programme
explores the implications of current economic data and changing market conditions.

For the purposes of MiFID I, the JPM Market Insights and Portfolio Insights programmes
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 programmes, 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 information 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 full amount invested. Both past performance and yields are not a reliable indicator of current
and future results. J.P. Morgan Asset Management is the brand 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., which is a registered Portfolio Manager and
Exempt Market Dealer in all Canadian provinces and territories except the Yukon and is also
registered as an Investment Fund Manager in British Columbia, Ontario, Quebec and
Newfoundland and Labrador. In the United Kingdom, by JPMorgan Asset Management (UK)
Limited, which is authorized and regulated by the Financial Conduct Authority; in other
European jurisdictions, by

JPMorgan Asset Management (Europe) S.a r.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), 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 Il Financial Instruments
Firms Association and the Japan Securities Dealers Association and is regulated by the
Financial Services Agency (registration number “Kanto 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. For U.S. 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.

Copyright 2023 JPMorgan Chase & Co. All rights reserved.

Prepared by: Karen Ward, Maria Paola Toschi, Tilmann Galler, Vincent Juvyns, Michael Bell,
Hugh Gimber, Max McKechnie, Natasha May and Zara Nokes.

Unless otherwise stated, all data as of 28 February 2023 or most recently available.
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