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EM inflation is peaking, but with regional
differentiation

China is likely to see a services-driven rebound over the coming
quarters thanks to the loosening of Covid restrictions at the start of
the year, with its consumers having built up around USD 2.5trn of
excess savings. That should contribute to healthy emerging market
(EM) growth alpha over developed economies this year and next.
Indeed, the IMF forecasts emerging economies to grow at triple the
rate of developed markets in both 2023 and 2024, although with
significant variation across countries. Inflation is also peaking
across EM, although the expected pace of disinflation in coming
months also varies. Given this, select EM central banks may be able
to bring policy rates lower in H2 2023, where deflation trends are
strong and growth remains muted.

Exhibit 1: EM headline inflation levels

Source: Bloomberg, J.P. Morgan Asset Management. Data as of 31 March 2023. Opinions,
estimates, forecasts, projections and statements of financial market trends are 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.

DM hiking cycles are nearing their end

After a bounce in developed market (DM) activity at the start of the
year, the risk of a higher US terminal rate was rising. However, a
potential additional tightening in credit conditions linked to recent
banking sector stress now makes this scenario less likely. Indeed,
market expectations for DM terminal rates have come down from
their Q1 highs. Given this, the Fed (and other DM central banks)
appear to be approaching a pause. This would help dampen rates
volatility, a positive for EM debt. It may also contribute to a weaker
dollar - measures of the dollar’s real effective exchange rate have
already fallen over recent months, and could do so further if the Fed
does indeed decide to end its hiking cycle soon.

Source: Federal Reserve, Refinitiv Datastream, J.P. Morgan Asset Management. Data is
from the Senior Loan Officer Opinion Survey. Periods of “recession” are defined using US
National Bureau of Economic Research (NBER) business cycle dates. Data as of 31 March
2023.

Headline spreads are attractive, but risks lie
below the surface

Headline EM index spreads are attractive, remaining well above their
long-run averages. This is particularly true when looking relative to
other riskier parts of the fixed income universe like US high yield,
where spreads are much tighter compared to their history. However,
enticing index levels ignore substantial differentiation below the
surface of the market. Indeed, the spread contribution of the lowest
quality parts of the EM universe (those bonds rated CCC and below)
has hit record levels. Given this, while current spread levels do look
inviting, a focus on the less risky, higher quality segments of the
market may be prudent.
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Exhibit 2: US credit conditions
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Exhibit 3: $ emerging market debt spreads
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Source: Bloomberg, J.P. Morgan Economic Research, J.P. Morgan Asset Management.
Index shown is the J.P. Morgan EMBI Global Diversified Sovereign index. Data as of 31
March 2023.
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This is a marketing communication. Please refer to the prospectus and the KID or KIID before making any final investment decisions.
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This is a marketing communication and as such the views contained herein do not form part of an offer, nor are they to be taken as advice or a
recommendation, to buy or sell any investment or interest thereto. Reliance upon information in this material is at the sole discretion of the reader. Any
research in this document has been obtained and may have been acted upon by J.P. Morgan Asset Management for its own purpose. The results of such
research are being made available as additional information and do not necessarily reflect the views of J.P. Morgan Asset Management. Any forecasts,
figures, opinions, statements of financial market trends or investment techniques and strategies expressed are, unless otherwise stated, J.P. Morgan Asset
Management’s own at the date of this document. They may not necessarily be all-inclusive and are not guaranteed as to accuracy. They may be subject to
change without reference or natification to you. 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. Changes in exchange rates may have an adverse effect on the value, price or
income of the products or underlying overseas investments. Past performance and yield are not a reliable indicator of current and future results. There is no
guarantee that any forecast made will come to pass. Furthermore, there can be no assurance that the investment objectives of the investment products will
be met. J.P. Morgan Asset Management is the brand name 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 EMEA Privacy Policy
www.jpmorgan.com/emea-privacy-policy. As the product may not be authorised or its offering may be restricted in your jurisdiction, it is the responsibility of
every reader to satisfy himself as to the full observance of the laws and regulations of the relevant jurisdiction. Prior to any application investors are advised
to take all necessary legal, regulatory and tax advice on the consequences of an investment in the products. Shares or other interests may not be offered to
or purchased directly or indirectly by US persons. All transactions should be based on the latest available Prospectus, the Key Information Document (KID)
and any applicable local offering document. These documents together with the annual report, semi-annual report, instrument of incorporation and
sustainability-related disclosures, are available in English from JPMorgan Asset Management (Europe) S.a r.l., 6 route de Treves, L-2633 Senningerberg,
Grand Duchy of Luxembourg, your financial adviser or your J.P. Morgan Asset Management regional contact or at www.jpmorganassetmanagement.ie. A
summary of investor rights is available in English at https://am.jpmorgan.com/lu/investor-rights. J.P. Morgan Asset Management may decide to terminate the
arrangements made for the marketing of its collective investment undertakings.

Units in Undertakings for Collective Investment in Transferable Securities (“UCITS”) Exchange Traded Funds (“ETF”) purchased on the secondary market
cannot usually be sold directly back to UCITS ETF. Investors must buy and sell units on a secondary market with the assistance of an intermediary (e.g. a
stockbroker) and may incur fees for doing so. In addition, investors may pay more than the current net asset value when buying units and may receive less
than the current net asset value when selling them.

In Switzerland, JPMorgan Asset Management Switzerland LLC (JPMAMS), Dreikonigstrasse 37, 8002 Zurich, acts as Swiss representative of the funds and
J.P. Morgan (Suisse) SA, Rue du Rhone 35, 1204 Geneva, as paying agent. With respect to its distribution activities in and from Switzerland, JPMAMS
receives remuneration which is paid out of the management fee as defined in the respective fund documentation. Further information regarding this
remuneration, including its calculation method, may be obtained upon written request from JPMAMS.

This communication is issued in Europe (excluding UK) by JPMorgan Asset Management (Europe) S.a r.l., 6 route de Treves, L-2633 Senningerberg, Grand
Duchy of Luxembourg, R.C.S. Luxembourg B27900, corporate capital EUR 10.000.000. This communication is issued in the UK by JPMorgan Asset
Management (UK) Limited, which is authorised and regulated by the Financial Conduct Authority. Registered in England No. 01161446. Registered address:
25 Bank Street, Canary Wharf, London E14 5JP.
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