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

Growth

Real GDP grew by a 1.1% annualized rate in 1Q23, a sharp deceleration compared to last quarter’s 2.6% pace.
Consumption and government spending looked strong, growing at annualized rates of 3.7% and 4.7%,
respectively. However, most of the consumption gains can be attributed to a strong January. These gains were
partially offset by declines in private inventories and residential fixed investment. In particular, equipment
spending fell sharply, indicating a slowdown in business investment spending. Looking ahead, normalizing
inventory levels should support growth, but a strained consumer, tighter lending conditions and weaker
business spending remain headwinds in the comingmonths.

Jobs

The April Jobs report highlighted continued resilience in the labor market despite several indicators
suggesting a slowdown. Nonfarm payrolls rose by 253K, beating expectations of 185K, while the unemployment
rate fell back to its historic low of 3.4%. Wage growth accelerated as average hourly earnings grew 0.5%m/m
and 4.4% y/y. This report may reduce the odds of imminent Fed rate cuts, but the labor market is also a lagging
indicator of the economy and can change rapidly once conditions deteriorate. We still expect broader signals of
a softening labor market, such as declining job openings, to flow through to aggregate labor data in the
months ahead.

Profits

The end of the 1Q23 earnings season is approaching, and results continue to look better than expected. With
462 companies having reported (90.8% of market cap), our current estimate for 1Q23 operating earnings per
share is $53.42. If realized, this would represent y/y growth of 8.2% and q/q growth of 6.1%. So far, 69% of
companies have beaten earnings expectations, while 66% have beaten revenue expectations. Importantly,
profit margins bounced in 1Q23, with our current estimate tracking 12%.

Inflation

Inflation temporarily bounced in April, with headline and core CPI both rising by 0.4%, bringing y/y gains to
4.9% and 5.5%, respectively. Shelter remained the largest contributor, although owners’ equivalent rent
increased at a softer pace, while used vehicle and gasoline prices also contributed. However, the Manheim
Used Vehicle Index fell in April, suggesting that the upwards pressure from used cars will be temporary. Overall,
this report should not change the Fed’s plan to pause tightening. The disinflationary trend remains well
established, as April marked the 10th consecutivemonth of slower y/y inflation, and y/y headline CPI could fall
to 3.5% by June.

Rates

At its Maymeeting, the FOMC voted unanimously to hike rates by 0.25% to a range of 5.00%-5.25%, the highest
level since June 2006. Since the first meeting of the year, statement language on policy has shifted from
“ongoing increases will be appropriate” to amore data-dependent approach, hinting that the Committee is
ready to pause rate increases but maintains the willingness to hike further if economic conditions warranted.
Powell continued to push back against the idea of rate cuts later this year as the Committee expects inflation
will fall more slowly than what markets anticipate.

Risks
• Banking sector turmoil could result in tighter lending standards, posing a drag on economic growth.
• An overly aggressive Fed could push the economy into recession.
• Marketsmay remain depressed and volatile until investors receive clarity on the pathway for inflation, the
Fed and the debt ceiling.

Investment Themes
• After 2022's sell-off, fixed income now offers higher yield andmore protection against amarket correction or
economic downturn.

• Solid profit growth and reasonable valuations will be crucial in determining equity winners in a higher rate
environment.

• Long-term growth prospects, a falling dollar and wide valuation discounts support international equities.
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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.

J.P. Morgan Asset Management is the brand for the asset management business of JPMorgan Chase & Co. and
its affiliates worldwide.

Telephone calls and electronic communicationsmay bemonitored and/or recorded.

Personal data will be collected, stored and processed by J.P. Morgan Asset Management in accordance with
our privacy policies at https://www.jpmorgan.com/privacy.

This communication is issued in the United States, by J.P. Morgan Investment Management Inc. or J.P. Morgan
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If you are a person with a disability and need additional support in viewing thematerial, please call us at
1-800-343-1113 for assistance.
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