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Breaking records

In brief

» We anticipate that the combination of a soft landing for the U.S. economy
and pre-emptive rate cuts by the Federal Reserve will bode well for both
global equities and fixed income investments.

* Early adopters of Al and companies from sectors such as health care or
financial services that can generate consistent earnings growth could lead
the market's performance.

*  We believe that government bonds have the potential to deliver healthy
returns for the remainder of the year. The prospects of future rate cuts by
the Federal Reserve should bring rates down and generate additional
returns through duration.

Usain Bolt, the world record holder for the men's 100-meter sprint with a time of
3.58 seconds, has reached a performance that many scientists argue is very
close to the pinnacle of human biomechanics. However, with advancements in
sports science, training methods, nutrition and injury prevention, there is a
possibility of surpassing this seemingly impossible record in the future.
Nonetheless, achieving such a feat would be extremely challenging, and it may
take a considerable amount of time before it can be accomplished.

On the other hand, the realm of stock markets operates differently. Theoretically,
economic growth leading to higher profits should propel stock indices to reach
record highs over time, with no inherent limit as long as companies continue to
expand their earnings. Some markets, like the United States regularly experience
this phenomenon, while it may take decades for others to achieve such
milestones. In February, both the S&P 500 in the U.S. and the Stoxx 600 in Europe
broke their all-time highs. Japan's Nikkei 225 also accomplished this feat for the
first time since 1989. This impressive achievement is noteworthy, considering the
high interest rate environment and recent disappointing growth data from Europe
and Japan.

Stocks in the Spotlight

During the first two months of the year, global equities outperformed fixed income
investments. Investors finally recognized that the Federal Reserve had no
immediate plans to cut interest rates, thanks to robust job growth and persistent
inflation. Consequently, the 10-year U.S. Treasury yield rose by 30 basis points in
February as investors' expectations of rate cuts aligned with the Fed's more
conservative forecasts. This led to government bonds and investment-grade
corporate debt underperforming high-yield corporate bonds.
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In the realm of equities, the expectation of consistent earnings performance propelled developed market indices to new
highs. In the United States, the performance of the "Magnificent Seven" stocks diverged. Artificial intelligence (Al)
developers and graphic card manufacturers continued to receive strong support, while the electric vehicle industry
faced heightened competition, margin compression and weaker demand in the United States. On the other hand,
selected financial institutions and health care companies enjoyed increased investor interest, contributing to the overall
index gains. In Japan, ongoing corporate governance reforms fueled investor enthusiasm, while growth sectors such as
technology, consumer discretionary and health care witnessed positive earnings revisions.

We anticipate that the combination of a soft landing for the U.S. economy and pre-emptive rate cuts by the Federal
Reserve will bode well for both global equities and fixed income investments. While certain mega-cap tech companies in
the United States may require time to consolidate, early adopters of Al and companies from sectors such as health care
or financial services that can generate consistent earnings growth could lead the market's performance.

Apart from Japan, Asian markets also experienced a positive February. The MSCI Asia ex-Japan index rose by 6% during
the month, with China, Hong Kong, South Korea and Taiwan leading the way. South Korea and Taiwan benefited from
strong export performances and growing expectations for demand for electronic components in the ongoing Al boom. In
January, Taiwan, South Korea and Singapore all posted double-digit export growth.

In the case of China and Hong Kong, investors took advantage of bargain opportunities presented by cyclical low
valuations, along with ongoing policy stimulus such as the five-year loan prime rate cuts and increased financing for
selected property projects in China. Additionally, there was an acceleration of northbound flow into onshore Chinese
markets from Hong Kong via Stock Connect in February. However, for this trend to translate into a long-term strategic
allocation, investors will likely keep an eye out for stabilization in the real estate market and improvements in business
confidence. The upcoming National People's Congress may provide further insights into policy biases in the months
ahead.

The role of fixed income

Despite the underperformance of fixed income since the beginning of the year, we believe that government bonds have
the potential to deliver healthy returns for the remainder of the year. Risk-free rates are high, with the 10-year U.S.
Treasury yield at 4.3%, surpassing prevailing inflation rates in the United States. The prospects of future rate cuts by the
Federal Reserve should bring rates down and generate additional returns through duration. Moreover, government
bonds provide protection against potential downside risks to growth or stresses in the financial system. Recent losses
incurred by New York Community Bancorp and several international financial institutions due to commercial real estate
serve as a reminder that high interest rates can still impact the real estate sector and put pressure on the balance
sheets of individual banks, although regulators are expected to mitigate systemic risks.

Investment implications

We maintain our view that a soft landing for the U.S. economy and pre-emptive rate cuts by the Federal Reserve later in
the year will have a positive impact on both fixed income and equities. This provides favorable conditions for diversified
portfolios to outperform cash. In addition to U.S. equities, we anticipate stronger earnings momentum supporting Asian
exporters, particularly in northeast Asia and Japan. In an environment where concerns about weaker growth or
geopolitical volatility arise, government bonds and investment-grade corporate debt will play a crucial role in generating
income and offering capital gain opportunities during a potential recessionary period.
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Global economy:

Economic data continued to show resilience. The U.S. labor
market remained robust, with the January unemployment
rate staying at 3.7% and average hourly earnings picking up
to 4.5% year-over-year (y/y). The U.S. economy also added
353k jobs in January. U.S. headline consumer price index
(CPI) moderated to 3.1% y/y, but came in slightly above
expectations, dialing back market expectations of the
number of rate cuts in 2024. The U.S. composite Purchasing
Managers’ Index (PMI) suggested activity expanded over
February. In Europe, there was an unexpected rise in
eurozone composite PMI in February to 48.9.

(GTMA P. 24, 25, 27, 30, 32)

Japan’s 4Q23 gross domestic product print surprised to the
downside, contracting 0.1% quarter-over-quarter, although
inflation continued to be sticky, with national CPI rising 2.2%
y/y, above expectations. Consumption and manufacturing
weakened, but the services side of the economy remains
strong. (GTMA P. 14)

In terms of central bank activity, the Federal Reserve left
rates unchanged in February, leaving its benchmark federal
funds rate in a range between 5.25% and 5.50%. The Federal
Reserve shifted its interest rate outlook, providing flexibility
to lower rates, but indicated that the Federal Reserve likely
wouldn’t be ready to cut rates in March. (GTMA P. 31)

Equities:

Equities rallied across the board in February. Chinese
equities fared well, with the CSI 300 index returning 9.1%
(U.S. dollar net total return) during the month. Korean and
Japanese equities also returned strongly, with MSCI Korea
returning 7.4%, while Nikkei 225 returned 5.5%. In the United
States, the S&P 500 returned 4.8%, while the technology
stock heavy NASDAQ returned 6.2%. In Europe, Euro Stoxx
index returned 2.9%. From a sector perspective, consumer
discretionary, information technology and industrials sector
outperformed, returning 7.8%, 6.2% and 5.8%, respectively
(based on MSCI AC World sector indices). Underperforming
sectors included materials and consumer staples, returning
1.6% and 0.6%, respectively, in February. The utilities sector
declined 0.5% during the month. (GTMA P. 33, 41)

Earnings season continued, with five of the “Magnificent
Seven” U.S. stocks reporting results for the previous quarter.
These companies broadly met or exceeded expectations,
contributing to a 5.3% gain in the S&P 500 over the month.
With over 90% of S&P 500 firms having reported, nearly
three-quarters have beaten analysts’ earnings forecasts.
(GTMA P. 35, 37, 49)

Fixed income:

U.S. 10-year Treasury bond yields continued to climb
upwards after January, rising 17 basis points (bps) in
February. Yields of German bunds and UK gilts also rose 17
bps and 31 bps, respectively. In Asia, yields fell generally,
with China’s 10-year government bonds leading the decline,
falling 14 bps as the People’s Bank of China continued to
ease monetary policy.

(GTMA P. 55)

In the United States, the 2-year Treasury bond yield rose by
32 bps as markets dialed back on dovish expectations of
the Federal Reserve’s rate cuts. The U.S. 2-10 spread was
only -0.19 on January 25 but has since widened to end
February at -0.37.

Turning to credit, yields to worst rose, with that of the Global
Aggregate rising 14 bps, mainly driven by the rise in
benchmark yields, as spreads across investment-grade
and high-yield bonds remained stable. In terms of total
returns, developed market bonds retreated slightly, led by
U.S. investment grade returning -1%. Emerging markets
(EM) was the bright spot, with yields for EM local currency
debt falling by 18 bps, putting total returns at 9.8%.

(GTMA P. 50)

Other assets:

The U.S. dollar held its ground, rising 0.5% as measured by
the DYXindex, putting year-to-date gains at 2.8%. The
Japanese yen fell by 1.3% off the back of softer economic
data and softening expectations of the Bank of Japan
hawkishness, putting year-to-date return at -5.8%.

(GTMA P. 66, 67)

Gold rose 1.3% in February, with strong momentum toward
the end of the month, and continues to be supported by a
deterioration in global risk sentiment and softer U.S.
economic data. Going forward, the Federal Reserve’s pivot
and the impact on the U.S. dollar and real rates will be a key
factor to watch on the trajectory of gold prices. Oil prices
rose 1.3% in February as well, from supply concerns of the
Organization of the Petroleum Exporting Countries cuts as
well as winter storms in North America. The ongoing
geopolitical tensions continue to act as a growing risk.
Natural gas prices fell dramatically by 11.7% in February due
to the unusually warm winter and soaring U.S. output.
Adjusted for inflation, current prices are at one of the lowest
levels since its futures started trading in 1990.

(GTMA P. 68,70)
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The Market Insights program provides comprehensive data and
commentary on global markets without reference to products. Designed as
atool to help clients understand the markets and support investment
decision-making, the program explores the implications of current
economic data and changing market conditions.

Forthe purposes of MiFID I, 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 documentis 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, noris it
a commitmentfrom J.P. Morgan Asset Management orany 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 supportan
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 relevantinformation before making any investment.
Any forecasts, figures, opinions or investment techniques and strategies
set out are forinformation 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 atthe
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 reliable indicators of currentand
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
Dealerin all Canadian provinces and territories exceptthe 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.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), 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 2024 JPMorgan Chase & Co. All rights reserved.
Material ID: 0903c02a8262e8b6
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