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One of the lessons of the financial crisis that led to the Great
Recession is that there are periods in which competition,
among experts and among organisations, creates powerful
forces that favour a collective blindness to risk and uncertainty.

D. Kahneman

If the wisdom of the late Nobel Laureate Daniel Kahneman has taught

us anything, it’s that a coherent narrative can be more powerful than the
quality of the evidence. The narrative that resonated most with investors
in the first quarter of 2024 was the Goldilocks scenario of disinflation,
stable economic growth, lower interest rates and accelerating corporate
earnings growth — which was good for bonds, good for equities and good
for the consumer. While the narrative is clear, what about the quality of
the evidence?

To help answer this question, we are fortunate to have a long-term valuation
process that allows us to keep at least one eye open to risk, uncertainty and
opportunity in markets. The measure we are most concerned about at the
moment is corporate earnings growth, which can be broadly broken down
into two drivers: sales growth (price x volume); and margins (cost control
and operating leverage).

Pricing pressures are starting to impact volumes

With regards to pricing, the evidence suggests consumer goods inflation

is gradually returning to pre-Covid levels, while services inflation has
remained higher. As the chart from the US Bureau of Economic Analysis
shows, the consumer staples and automotive industries have exemplified
the excess pricing power of the last few years. However, the last six quarters
have seen a meaningful decline in consumer goods volumes as higher
prices start to bite.

JPMorgan

FOR PROFESSIONAL CLIENTS/ QUALIFIED INVESTORS ONLY - NOT FOR RETAIL USE OR DISTRIBUTION. ASSET MANAGEMENT



) Portfolio Insights

Pricing and volumes in the US food and beverages, and motor vehicles and parts sectors
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Source: BEA data. As at March 2024.

From the discussions | have with our analysts, it’s clear that fewer consumer goods companies have been talking
about continuing with big price increases into 2024. However, many of the pricing decisions taken last year are still
to be implemented so the volume recovery may be pushed out a little further in many areas. Also, while automotive
volumes have not come down, anecdotally companies are talking about a shift away from the high end and
demand for fewer options packages. We're also seeing the return of higher dealer incentives in the North American
market, with our autos team highlighting a deteriorating mix and weaker margins throughout the current reporting
period.
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These pricing trends are also confirmed by the volume data that our analysts are tracking for some of the larger US
food companies, where the post-Covid normalisation is very evident and we are slowly getting back towards trend,
supported by comments from Walmart that inventories have been right-sized.

Volume growth for US food companies

North America
divisions: Quarterly

Volume for key food

players

Nestle 92% 23% 25% 30% 3.0% 51% 46% 38% 14% (19%) 07% 49%) (0.8%) (1.2%) (0.7%) 1.3% (5.8%)
Mondelez 122% 74% 42% 24% (2.8%) (0.5%) (21%) (1.2%) 0.2% (1.0%) (0.6%) 4.2% 23% 20% 4.6% (5.5%) (21%)
Hershey (1.7%) (3.8%) 22% 79% M.0% M1M.8% 1.3% (0.8%) 3.8% 34% 34% 17% 21% (3.2%) 1.3% (7.2%) 41%

General Mills:NA ¢ 0o, 35000 16.5% 100% 90% (190%) (70%) (6.0%) B.0%) (B.0%) (50%) (70%) 00% (60%) (“.0%) (5.0%) (2.0%)

Retail

Kraft Heinz 44% B5.6% 2.6% 1.6% 1.2% (41%) (0.3%) (0.7%) (24%) (3.3%) (44%) (5.0%) (6.5%) (81%) (59%) (5.5%) (3.7%)
Danone 09% 50% 40% 39% 13% 20% 10% (2.2%) 08% (27%) (0.2%) 2.8% 15%
Kellogg 50% 13.0% 22% (1.2%) (19%) (119%) (4.5%) (47%) (B83%) 17% 15% 17% (0.6%) (10.7%) (10.2%) (6.5%) (4.7%)

Conagra: Grocery

ol o (17%) 38.0% 172% 13.6% 94% (19.8%) (3.3%) (5.3%) (1.8%) (7.2%) (61%) (11.6%) (10.0%) (5.5%) (4.4%) (3.7%) (0.8%)

Conagra:
Refridgeratedand  (04%) 17.8% 12.8% 6.4% 78% (89%) (3.8%) (47%) (4.5%) (81%) (2.5%) (5.5%) (9.8%) (11.5%) (10.5%) (3.3%) (3.3%)
Frozen

JM Smucker: US
Retail Consumer 21.0% 19.0% 70% 10.0% (3.0%) 00% 6.0% (24%) 2.0% (20.0%) (2.6%) 3.0% 2.0% 27.5% 0.0% (2.0%)| 0.0%
Foods

Campbell Soup 16.6% 123% 67% 4.2% (12.0%) (49%) (5.7%) (8.5%) (2.7%) (44%) (1.4%) (1.5%) (7.2%) (4.7%) (5.0%) (2.0%)| 0.2%

Average 65% 147% 74% 58% 20% (4.3%) (1.0%) (24%) (1.7%) (3.8%) (1.5%) (2.5%) (2.5%) (2.2%) (3.2%) (3.3%) (1.5%)

Source: Company data as reported, Bloomberg consensus estimated for companies that have not yet reported for Q124.

The outlook for costs is a bit more nuanced by industry the strong increase in advertising revenues reported
and country. Energy costs are coming down in Europe, by the likes of Google, SNAP and Facebook in the
which will help margins and improve consumer first quarter.

confidence, while freight and logistics expenses
have eased since the end of the pandemic, even
with the extra tension in the Gulf and the Baltimore
bridge incident.

However, this trend does not appear to be reflected in
forecasts for S&P 500 margins, where the cost savings
from lower materials or logistics costs are expected

to drop straight through to the bottom line, driving

In contrast, I'm seeing companies spend more on up forecasts in 2025 and beyond. Itis in this area,
advertising and promotional activities in order to drive therefore, where I’'m focusing on risks to sales.

up volume growth for the second half, as evidenced by

The companies above are shown for illustrative purposes only. Their inclusion should not be interpreted as a recommendation to buy or sell.

J.P. Morgan Asset Management 3



) Portfolio Insights

Portfolio positioning: A more defensive stance

Against this backdrop, since the end of last year we’ve We’ve broadly avoided defensive sectors where
gradually taken a more defensive stance in the Global valuations are less appealing or where earnings
Select Equity Strategy, raising the quality profile of the risks are elevated, such as telecoms, where there is
portfolio and looking for defensive business models in a need for large investments and where competition
industries and sectors with structural growth drivers. is affecting pricing power. Consumer staples and

pharmaceuticals have also been underweight,
although more recently we have started closing the
underweight in consumer staples as valuations
return to more reasonable levels and companies
finally recover from the pandemic shock to demand
and inventories. We've added names such as Nestle,
Diageo, Heineken and Mondelez and now have a more
neutral weighting towards consumer staples.

For example, we’ve added to more defensive
consumer-driven names, such as AutoZone and O
Reilly Automotive in the retail sector, although we have
reduced our position in McDonalds due to its weaker
value proposition relative to its fast food peers. We're
also finding opportunities in utilities now that the
headwind from rising interest rates has eased, allowing
fundamentals to come back into focus. Here we prefer

the US market, where companies have not seen The other notable change in the portfolio has been a
their earnings distorted by the energy price rise that reduction in our banks weighting on the expectation
accompanied the Russian-Ukraine conflict, unlike in that net interest margins have peaked, while we’re also
Europe, where the energy price boost is now fading. seeing a slowdown in loan growth and a deterioration

in asset quality at the margin. In the sector, we’ve sold

US utilities are also benefiting from a uniquely positive holdings in TD Bank and US Bancorp.

fundamental backdrop, with several states seeing
positive demand growth for the first time in years, thanks
to some population migration into lower tax jurisdictions
and also growing demand from artificial intelligence
data centres. At the same time, the regulatory backdrop
in these states is very supportive for investment.

Global Select Positioning: Leaning into defensives

High Growth Defensives

High Growth Cyclicals
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Source: J. P. Morgan Asset Management. Positions are as of 30 April 2024 for a representative account of the Global Select Equity strategy. Cyclicality is
measured using a long term market beta. Growth is calculated using revenue and earnings growth. Provided to for illustratively purposes only. 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.
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NOT FOR RETAIL DISTRIBUTION: This communication has been prepared exclusively for institutional, wholesale, professional clients and qualified investors
only, as defined by local laws and regulations. This is a promotional document and is intended to report solely on investment strategies and opportunities
identified by J.P. Morgan Asset Management and as such the views contained herein are not to be taken as advice or a recommendation to buy or sell
any investment or interest thereto. This document is confidential and intended only for the person or entity to which it has been provided. Reliance upon
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needs of any particular receiver. 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 those
of J.P. Morgan Asset Management, unless otherwise stated, as of the date of issuance. Investment involves risks. Any investment decision should be
based solely on the basis of any relevant offering documents such as the prospectus, annual report, semi-annual report, private placement or offering
memorandum. For further information, any questions and for copies of the offering material you can contact your usual J.P. Morgan Asset Management
representative. Both past performance and yield are not a reliable indicator of current and future results. There is no guarantee that any forecast will
come to pass. Any reproduction, retransmission, dissemination or other unauthorized use of this document or the information contained herein by any
person or entity without the express prior written consent of J.P. Morgan Asset Management is strictly prohibited. J.P. Morgan Asset Management or
any of its affiliates and employees may hold positions or act as a market maker in the financial instruments of any issuer discussed herein or act as the
underwriter, placement agent or lender to such issuer. The investments and strategies discussed herein may not be appropriate for all investors and may
not be authorized 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 jurisdictions. 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. Securities products, if presented in the U.S., are offered by J.P. Morgan Institutional Investments, Inc.,
member of FINRA. 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 Dealer in all Canadian provinces and territories except the 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.a r.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 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.
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