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Monthly Market Review

Review of markets over May 2024

Author Beware of the Mood Swing

In brief

» Softer U.S. economic data in May rekindled market hopes for a September
rate cut from the Federal Reserve (Fed). As the European Central Bank

(ECB) prepares markets for a June rate cut, the hotter-than-expected May

Tai Hui inflation data also introduced some uncertainty.
ggilsfpgsi;itet Strategist, » Our asset allocation strategy is unchanged with a preference for equity

over fixed income in the short term, if we are seeing delayed rate cuts.

» Chinais seeing a welcoming shift in government policy relating to the
property sector, but geopolitics will continue to be an overhang.

Market sentiment improved in May as several key U.S. inflation and economic gauges
suggest that rate cuts by the Fed before the end of the year are back on the table.
Meanwhile, corporate earnings for 1Q24 in the U.S. have been respectable, which also
facilitated the stock market recovery. However, it is important to stress that investors'
expectations regarding the Fed's policy outlook are swinging from hawks to doves
based on one month of data. We still see the risk of sticky inflation and a robust job
market bringing back market volatility in the summer months.

You see what you want to see

U.S. economic data in May gave some ammunition to the doves. April non-farm payroll
data came in weaker at +175,000 versus the expectation of +240,000. March job growth
numbers were also revised lower. April core consumer price index (CPI) (excluding food
and energy) fell to 3.4% from 3.6%. Retail sales and the housing market also came in
much weaker than expected. This helped rekindle market expectations for a September
rate cut. The futures market was pricing in a 60% chance of a 25 basis points (bps) rate
cut in the September Federal Open Market Committee (FOMC) meeting in mid-May,
compared with just 30% at the end of April. This has since scaled back to around 45%.

While we believe that inflation is likely to gradually ease in the months ahead and high
policy rates should start to have a greater impact on cooling the economy, we are also
cautious about being swayed by one month of soft data. We still think the Fed could
start cutting in September, but inflation and growth numbers need to ease consistently
in the next 2-3 months, or else the first cut could get pushed back to December. This
does not change our overall asset allocation strategy. Equities could get more tailwind
in the short term relative to fixed income in a delayed rate cut scenario.

JPMorgan

ASSET MANAGEMENT



) Market Insights Monthly Market Review | May 2024

Elsewhere, the ECB is preparing the market for a rate cut in its June 6 monetary policy meeting. Inflation has been cooling steadily,
and its growth momentum deserves more monetary stimulus than the U.S. However, ECB officials are also careful to caution
investors not to get carried away with rate cut expectations, especially after the stronger-than-expected May inflation data.
Meanwhile, the Bank of Japan (BoJ) is still approaching the question of raising rates cautiously.

More policies to help the Chinese real estate market

While there have been some upside surprises in recent Chinese economic data, the overall growth momentum is still weighed
down by the real estate sector. Hence, the government, both at the central and local levels, continues to ease housing market
restrictions to facilitate recovery. These include reducing the down payment ratios for mortgages and abolishing the floor level of
commercial mortgage rates. Local governments can also purchase private housing projects and convert them into public housing.

Ultimately, these policies are supposed to make home purchases easier and more attractive, as well as reduce the inventory
overhang in the market. We see these steps as moving in the right direction, but it will take time to restore buyers' confidence and
reduce housing stock to a more sustainable level. Nonetheless, corporate earnings improvement should help maintain the recent
positive momentum in China and Hong Kong markets.

One uncertainty facing investors is the potential for more trade and tariff policies ahead of the U.S. presidential and congressional
elections in November. The Biden Administration announced plans to introduce or raise tariffs on a series of Chinese exports,
including batteries, electric vehicles and medical and protective equipment. The direct impact of these new tariffs should be
modest. However, this illustrates that presidential candidates are willing to deploy these strategies to gain voter support, which
could exacerbate global supply chain reorganization or introduce more inflation into the economy.
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Global economy:

May saw signs of U.S. growth finally softening. 1Q24 U.S. gross
domestic product (GDP) was revised down to 1.3% quarter-
over-quarter, below consensus and the prior 1.6%, noting a
slowdown in consumer spending, exports and government
spending. Labor market data was also moderating, with initial
jobless claims generally ahead of consensus or at least in line,
and nonfarm payrolls growing at a pace below expectations.
After three hotter-than-expected prints, the April CPl was softer
than expected, with the core CPl annualized growth rate at
3.5%, the lowest since April 2021. Personal consumption
expenditures (PCE) data was also largely in line with
expectations. In early May, softer data prompted marketsto
expect an earlier rate cut from the Fed, but rate cut
expectations were dialed back later in the month due to
pushback from hawkish Fedspeak.

(GTMA P. 22, 23, 31)

Across the Atlantic, European central banks will likely begin
their rate cut cycles before the Fed, with relatively softer growth
and stronger disinflation traction. While the ECB can likely start
cutting rates in June as telegraphed, the Bank of England is
still seeing sticky services inflation and stubborn wage growth,
and will likely wait until later in the summer to start cutting. In
Asia, the Reserve Bank of Australia kept cash rates unchanged
at 4.35% as widely expected. Japan saw 1Q24 GDP contract
2.0% quarter-over-quarter annualized, to the market’s
disappointment, with private consumption continuing its
previous decline. However, BoJ governor Kazuo Ueda seemed
to look beyond this print and reiterated his unchanged
assessment of Japan’s economy. China’s property market saw
a welcoming shift in policy, with authorities turning their
attention to reducing housing inventory and cities continuing
to relax home purchase restrictions. Geopolitics has and will
continue to be an overhang for China, with a notable hike in
tariffs by Biden mid-May.

(GTMAP.5, 8,14, 17)

Equities:

Global equities rallied 3.8% in May, with developed markets
outperforming emerging markets, returning 4.2% versus 0.3%.
U.S. equities returned strongly, with the S&P 500 at 4.8% and
NASDAQ at 6.9%. Most of the gains came in the first half of the
month, from earnings beats and a rate reprieve following
inflation prints that came out in line with expectations. Year-to-
date, U.S. equity returns have seen a healthy contribution from
both multiple expansion and EPS growth expectations.

(GTMA P. 34)

The Chinese rally lost some momentum in May, with onshore
CSI 300 falling -0.7%, underperforming the Hang Seng Index,
which returned 1.8%. A slowing rally was likely due to signs of
profit-taking, geopolitical concerns and sluggish earnings
revisions, among otherthings. The Japan rally also slowed in
May, returning 1.3% inthe month in USD terms. Year-to-date,
MSCI Japan returned 6.2% in USD terms, much weaker than
the 18.3% return in local currency terms, due to the sharp
depreciationinthe Japanese Yen (JPY).

(GTMA P. 33)

Fixed income:

The 10-year U.S. Treasury yield started the month at 4.68% and
fell to a trough of 4.35% mid-month. Markets were relieved by
cooling labor market data and benign inflation prints, but
hawkish Fedspeak and deficit concerns later pushed the 10-
year U.S. Treasury yield back up to 4.5%, putting year-to-date
moves at +61bps. Elsewhere, the UK, Australian and Chinese
10-year government bond yields were mostly unchanged, but
Japan 10-year government bond (JGB) yields rose 20bps
throughout the month. It hit 1% for the first time in 11 years,
when the BoJ bought a smalleramount of JGB than
previously, fueling expectations of further tightening of
monetary policy.

(GTMA P. 15, 57)

The general fall in government bond yields, especially from
the U.S., while spreads remained relatively steady, generated
positive returns for most credit markets. In particular, the
Bloomberg Global Aggregate Bond Index returned 1.3%, with
investment grade slightly outperforming high yield.

(GTMA P. 52, 55)

Other assets:

After hitting 106 in April, the U.S. dollar index fell a modest 1.5%
in May, as rates pulled back from softer economic data.
Currency markets were relatively calm in May, with the
Chinese yuan and the JPY ending the month relatively
unchanged. The JPY has depreciated 10.3% year-to-date.
(GTMAP. 68, 69)

Brent crude prices fell 6% in May, due to surprisingly softer
U.S. gasoline demand, creating an increase in gasoline
inventories. Gold climbed modestly at 1.8% in May, outpaced
by silver’s 17.3% returns. Silver prices hit USD 32 per ounce in
May, a 12-year high, driven by continued industrial demand
such as from China’s solar-panel manufacturing.
(GTMAP.70,71)
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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.
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