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Investment themes

1. Omicron and fiscal standoff are slowing the economy in the first quarter.
2. Strong wage growth should keep inflation above the Fed's target.

3. Global central banks are turning more hawkish, pushing long rates higher.
4. Earnings growth will be squeezed in 2022.

5. Difficult fundamentals and lofty valuations will limit gains in plain-vanilla portfolios.

o

Mispricing across and within asset classes point to opportunities for active managers.

~

. Investors need to diversify in looking for growth and income.

8. Investors need to reposition their portfolios for a post-pandemic world.
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Economy.

1. Omicron and fiscal standoff are slowing the economy in the first quarter. ]

After Omicron, the pandemic’s impact on the economy should fade. eM | us | 19
Change in confirmed cases and fatalities in the U.S. Variant proportions
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1. Omicron and fiscal standoff are slowing the economy in the first quarter. ‘

1/15/2022

Fiscal stimulusis falling sharply. om [us [ 2
The 2022 federal budget Federal budget surplus/deficit
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Economy

Strong labor demand should continue to drive wages higher throughout

2022, adding to overall inflation. us |
Civilian unemployment rate and year-over-year wage growth
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2. Strong wage growth should keep inflation above the Fed's target. ‘
) Global supply chains show early signs of improvement. oM | us | so
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Economy

On balance, most inflation should be transitory but core PCE inflation
should remain well above the Fed’s 2% target. o™

1/15/2022

CPland core CPI
9% change vs. prior year, seasonally adjusted
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The Fed is winding down QE, getting ready to raise short-term rates and
thinking about QT. om [us [ n

Federal funds rate expectations
FOMC and market expectations for the federal funds rate
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3. Global central banks are turning more hawkish, pushing long rates higher. ]

Other global central banks are also phasing out QE and are beginning to raise

rates. om »
Developed market central bank bond purchases Number of rate changes by EM and DM central banks™
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4. Earnings growth will be squeezed in 2022.
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Earnings will grow much more slowly in 2022. o™
S&P 500 year-over-year operating EPS growth
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5. Difficult and willlimit gains in p vortoios. |

The potential return from a plain vanilla 60/40 portfolio is severely limited by

low bond yields... om [us |
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Equities

5. Difficult fundamentals and lofty valuations willlimit gains in plain-vanilla portfolios. ]

and high equity valuations. o™

S&P 500 Index: Forward P/E ratio
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Value is looking historically cheap relative to growth. om [us [ 10
Value vs. Growth relative valuations &P 500 sector earmings correlation to real GOP
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International equities look historically cheap relative to i o™ [ us.
International: Price-to-earnings discount vs. U.S. International: Difference in dividend yields vs. U.S.
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6. Mispricing across and within asset classes point to opportunities for active managers. ]

... and a wide di: ion of i suggests ities for active

am [us | 1

within U.S. equities.
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Alternatives

7. Investors need to diversify in looking for growth and income ‘

1/15/2022

Alternatives can provide income and diversification. o™ 58
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Economy

7. Investors need to diversify in looking for growth and income ‘

The global energy transition provides a long term growth opportunity. em | us | 30
Global investment in energy transition Cost of wind, solar, natural gas, nuclear and coal
Billons USD, nominal Mean LCOE*, 2021, dollar per megawat hour
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A diversified portfolio would have provided a 52% total return over the
last 3 years. ™ | v
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https://am.jpmorgan.com/us/en/asset-management/adv/insights/market-insights/guide-to-alternatives/

8. Investors need to position portfolios for a post-pandemic world.

Without rebalancing,

investor portfolios would have become overly

concentrated in areas with limited long term return potential.

Diversified portfolio allocations Asset class returns Allocations without rebalancing
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Three ways to engage with Market Insights

On the Minds Guide to the Markets in Insights Now
of Investors Augmented Reality Podcast

Scan here

to access the IPMorgan

Insights
NOW
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) J.P. Morgan Asset Management — Definitions om [us [ n
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