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Contents Global Equity Monitor

1 2 This monitor uses five charts from the Guide to the Markets to analyse the
state of the global equity market and assess where opportunities, and risks, may lie.

US megacaps have Valuation dispersion is high
dominated markets
The MSCI World index of developed market equities has returned nearly 15% since the start of
2024. However, these returns remain largely driven by a handful of US stocks exposed to the
theme of artificial intelligence. We believe a focus on recent winners risks missing out on gains
3 4 elsewhere. By casting a wider net, investors can take advantage of historically wide levels of
valuation dispersion, while also tapping into attractive sources of income to boost portfolio

Earnings growth is expected ‘Higher for longer’ could shift returns.
to broaden out the composition of equity
returns

<

Income is on offer globally
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1 - US megacaps have dominated markets

Contribution of largest seven 'tech' stocks to S&P 500
% contribution to S&P 500 market cap and trailing earnings
40

The US megacaps continued to dominate global equity markets over the second
quarter. The Magnificent Seven set of stocks alone have contributed over 80% of S&P
500 returns since the start of 2023. It is important to note that today’s market set-up
35 is not the same as in the dotcom bubble - these megacap stocks have demonstrated
20 their ability to generate strong earnings. However, given their strong performance,
earnings expectations continue to rise, with consensus analyst forecasts now
25 expecting earnings-per-share (EPS) growth for the Magnificent Seven stocks to reach
20 30% year on year, over 2024. As the bar to beat earnings forecasts ratchets higher,
15 investors must ensure they are selective within the Magnificent Seven, by focusing on
those stocks with continued earnings momentum - as well as taking care not to miss
10 out on compelling opportunities elsewhere in equity markets.
5
0
Dot com Today
® Index weight Earnings

Source: IBES, LSEG Datastream, S&P Global, J.P. Morgan Asset Management. Dot com represents the largest seven tech or tech-related firms in the S&P 500 by market cap, as of the dot com bubble peak in March 2000. We then show
the same metrics for the ‘Today’ bars for the current largest seven tech or tech-related firms by market cap. Past performance is not a reliable indicator of current and future results. Data as of 30 June 2024.

2 - Valuation dispersion is high

Forward P/E ratios As the US megacaps have continued to outperform, their valuations have risen. The

x, multiple largest 10 stocks in the S&P 500 now trade on a multiple of 30x forward earnings,
45 versus 19x for the rest of the S&P 500 index and 13x for the MSCI World ex-US index.
40 European stocks now sit on a 36% valuation discount to the US market. This discount
35 does not just represent differing sector composition, as every European sector now
30 trades at an above-average discount to its US counterpart. And globally, while some
25 sectors trade in line with, or below, their long-run average valuations (for example,
20 communication services, financials and energy) others look more expensive
15 compared to their own history (for example, tech and industrials). This regional and
10 sector valuation dispersion likely reflects varying economic and industry backdrops
over recent quarters. However, we see some of these factors shifting in the near term,
° suggesting a potential broadening of performance could be on the cards.
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® Top 10 S&P 500 stocks ® Remaining S&P 500 stocks @ Global ex-US

Source: FactSet, LSEG Datastream, MSCI, S&P Global, J.P. Morgan Asset Management. The top 10 S&P 500 stocks are the 10 largest S&P 500 index constituents at the start of each month. Past performance is not a reliable indicator of
current and future results. Data as of 30 June 2024.




3 - Earnings growth is expected to broaden out

Regional earnings growth
% change year on year
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While recent equity performance has been dominated by a handful of stocks,
analysts expect earnings growth to broaden out by region over the coming quarters,
which should support a more even distribution of equity gains. This expectation
reflects a broadening out of economic performance. For example, after a period
of growth weakness, Europe looks to be at an earlier stage in the economic cycle
than the US, with a rebound in real wage growth supporting consumer spending
as inflation recedes. At the same time, anticipated interest rate cuts over the next
12 months should be particularly supportive for eurozone corporates, which are
more dependent on bank lending. In Japan, the medium-term nominal growth
picture is significantly improved, which should reinforce earnings growth. While
yen appreciation remains a risk for export-oriented companies’ earnings, tighter
monetary policy would reflect sustained nominal growth, and could support more
domestically oriented Japanese stocks.

Source: IBES, LSEG Datastream, MSCI, S&P Global, J.P. Morgan Asset Management. US: S&P 500; Europe ex-UK: MSCI Europe ex-UK; UK: FTSE All-Share; Japan: MSCI Japan. 12-month forward earnings data is as published by IBES.
Past performance is not a reliable indicator of current and future results. Data as of 30 June 2024.

4 - ‘Higher for longer’ could shift the composition of equity returns

Correlation of regions and styles to US 10y Treasury yield
10y correlation of rel. performance with US 10y Treasury yield
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While western central banks are expected to reduce their policy rates over the next 12
months, rates are forecast to settle at levels much higher than seen in the 2010s. This
outcome could lead to a shift in the composition of equity returns from the growth-
dominated gains of the last decade. For example, financials’ earnings should benefit
from a combination of higher interest rates, and current economic and labour market
resilience. If interest rates stay higher due to stronger levels of nominal growth,
cyclical sectors should also fare better. Alongside higher average rates, inflation
volatility may remain elevated in coming years, thanks to a combination of factors
including climate change (impacting commodity prices), the energy transition and
trade tensions. The result - a less reliably negative stock-bond correlation — makes
the case for a less interest-rate sensitive portfolio. For example, when inflation spiked
in 2022, the commodity-heavy UK equity market was one of the few markets to deliver
positive total returns.

Source: LSEG Datastream, MSCI, J.P. Morgan Asset Management. Correlation is calculated between the six-month change in US 10-year Treasury yields and the six-month relative performance of each region and style to MSCI
All-Country World Index. All indices used are MSCI. Value, Growth and size indices used are for the MSCI All-Country World universe. Past performance is not a reliable indicator of current and future results. Data as of

30 June 2024.




5 - Income is on offer globally

Buyback and dividend yields Dividend payout ratios remain low globally, suggesting today’s dividend levels can be

% yield sustained across regions. At the same time, buyback yields are elevated. Traditionally,

7 US firms tended to return cash to shareholders via buybacks, whereas European

6 firms offered dividends. Dividend yields today still reflect this trend, with European

5 stocks offering 3%-4% yields on average. However, European firms are now also
buying back their stock, as are corporates in other regions - meaning attractive levels

4 of income are on offer to global equity investors. Income in equity portfolios can make

3 total returns more resilient to price volatility, which is a useful characteristic in periods

2 of elevated uncertainty. With elections a continued source of volatility over the second

; half of the year, investors may benefit from global exposure and an income buffer to
help diversify their equity portfolios.

0

us Europe ex-UK UK Japan
® Dividend yield Net buyback yield

Source: Bloomberg, FTSE, LSEG Datastream, MSCI, S&P Global, Tokyo Stock Exchange, J.P. Morgan Asset Management. US: S&P 500; Europe ex-UK: MSCI Europe ex-UK; UK: FTSE 100; Japan: TOPIX. Chart shows yields for the last quarter
in which buyback data is fully available. Net buyback yield adjusts for share issuance. Past performance is not a reliable indicator of current and future results. Data as of 30 June 2024.

Conclusion

Despite recent concentration in equity returns, we believe investors can find attractive opportunities more widely across global equity markets. Valuation dispersion
is high, yet earnings growth is forecast to broaden out. ‘Higher for longer’ interest rates may also shift the composition of equity returns. Finally, global income-paying
stocks can help make portfolios more resilient.

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 II, 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 professional advisers, if any investment mentioned herein is believed to be suitable 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. 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 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. This communication is issued in Europe (excluding UK) by JPMorgan Asset Management (Europe) S.ar.l., 6 route de
Tréves, 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. Copyright 2024 JPMorgan Chase & Co. All rights reserved.
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