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This weekly update provides a snapshot of changes in the economy andmarkets and their
implications for investors.

Growth

The U.S. economy grew by a downwardly revised 0.5% saar in 4Q25. A very sharp 17% annualized decline in
federal government spending was themain culprit for the weak report, and final sales to private domestic
purchasers rose by 1.8%. Consumer spending was revised lower to 1.9% growth, down from 3.5% in 3Q25. Fixed
investment rose by a downwardly revised 1.5% as business investment on structures fell sharply. On the other
hand, spending on equipment and intellectual property showed solid gains. Fiscal stimulus should lead to
stronger growth in 2Q and 3Q26.

Jobs

TheMarch Jobs report came in stronger than expected, with the U.S. economy adding 178k jobs. That said,
gains in the prior twomonths were revised down by 7k, bringing the three-monthmoving average of payroll
gains to 68k. In the details, both goods and services sectors added jobs, with construction (+26k) leading the
charge in the former and heath care and social assistance (+90k) leading the latter. Elsewhere, the
unemployment rate fell to 4.3% due to a 396k decline in the labor force as the labor force participation rate
ticked down to 61.9%. Wage growth eased to 0.2%m/m and 3.5% y/y, suggesting very little additional
inflationary pressures coming from the labor market. Overall, this report shows a labor market that remains
tight, allowing the Fed to remain on hold for most, if not all, of 2026.

Profits

The 1Q26 earnings season is underway. With 24.3% of market cap reporting, consensus is currently projecting
EPS growth of 13.8% y/y, up from the quarter-end estimate of 12.1%. From a sector perspective, technology is
once again the largest contributor, on track to drive 79% of this quarter's y/y EPS growth. On the other hand, the
health care sector is ameaningful drag as companies continue to contend with cost inflation. Even through the
conflict in Iran, estimates for the full year havemoved higher, driven by AI and the boost to energy earnings
from higher oil prices.

Inflation

TheMarch CPI report showed an expected pop in headline inflation as the conflict in the Middle East caused
energy prices to spike. Headline CPI inflation rose 0.9%m/m and 3.3% y/y, up from 2.4% y/y in February.
Energy prices jumped due to a 19% y/y gain in gasoline. Pressure here is set to intensify in April. Food prices
were flat this month but are set to rise as higher fertilizer costs feed through. Core inflation also rose, albeit less
than expected. Core goods were well behaved while core services inflationmoderated. However, as companies
pass on higher jet fuel costs, price pressures could firm here as well. The path back to 2% inflation hinges on
energy prices normalizing, a process that could take longer than expected, even if the conflict ends quickly.
Inflation should accelerate throughmid-2026 before falling back to 2% during the back half of the year.

Rates

At the March FOMCmeeting, the Federal Reserve held the federal funds rate steady at 3.50-3.75% and
maintained its outlook for one rate cut this year. Governor Miran dissented in favor of a 0.25% cut. Both the
statement and Chairman Powell’s press conferencemademention that the impact of developments in the
Middle East on the U.S. economy remains highly uncertain but likely shifts the outlook for policy rates in a
hawkish direction. This was reflected in the Summary of Economic Projections, with growth and inflation
revised higher for this year and next, while unemployment forecasts were left unchanged. In our view, the Fed
should be able to deliver at least one rate cut later this year, but uncertainty remains.

Risks

• Delayed tariff pass-through and fiscal stimulus could put upward pressure on inflation.
• An extended conflict in the Middle East could weigh on growth and pressure inflation higher.
• Elevated geopolitical tensions could spark bouts of volatility, particularly in expensivemarkets.

Investment Themes

• Solid fundamentals should allow U.S. markets to continue to grind higher.
• Fiscal stimulus, dollar weakness and regional catalysts should support strong international performance.
• Privatemarkets can offer investorsmore ways to access the AI theme.
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TheMarket Insights program provides comprehensive data and commentary on global markets without
reference to products. Designed as a tool to help clients understand themarkets and support investment
decision-making, the program explores the implications of current economic data and changingmarket
conditions.

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 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 transactionsmentioned 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 themerits
of investing in any securities or products. In addition, users shouldmake 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 relevant information beforemaking 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. All
information presented herein is considered to be accurate at the 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 themmay fluctuate in accordance
withmarket conditions and taxation agreements and investorsmay not get back the full amount invested. Both
past performance and yields are not reliable indicators of current and future results.
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