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Politics. Policies. Portfolios.

Overview

The U.S. economy is cooling, moving from “hot” to “warm,” and the Federal Reserve (Fed) is shifting its policy priority from taming inflation to
safeguarding the labour market. As such, a gradual rate-cutting cycle is likely in the quarters ahead. The U.S. presidential election in
November will focus market attention on policy options, especially on taxes and trade.

Lower policy rates and an economic soft landing in the U.S. have historically facilitated a stock-bond portfolio outperforming cash.’
International diversification continues to be a critical way to manage risks while tapping into opportunities.

Investors should look to broaden their sector allocation in U.S. equities into quality companies and those that are less correlated with the
economic cycle. Even though government bond pricing already reflects some of the anticipated rate cuts, we believe they can provide income
above inflation and a hedge against a worse-than-expected economic downturn.

'Cash is proxied by U.S. short-term Treasuries.

The opinions and views expressed here are those held by the author at the date of publication which are subject to change and are not to be taken as or construed as investment

advice.
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) U.S.: Labour market

Unemployment rate and wage growth
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Source: BLS, FactSet, J.P. Morgan Asset Management;
22 Guide to the Markets — Australia. Data as of 30 September 2024.
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U.S. economic growth: From “hot” to
“warm?”

The U.S. economy is cooling, shifting from
“hot” to “warm.” High interest rates and a lack
of fresh fiscal stimulus amid the election
season are gently applying the brakes on
growth. Consumers, especially those in the
lower-income groups, are becoming more
price-sensitive as their household balance
sheets swing from excess savings during the
pandemic erato debt accumulation.

The labour market is showing sighs of
slowing, albeit from a high level, as reflected
by recent job openings data. The rise inthe
unemployment rate is partly due to rising
labour participation.

Meanwhile, inflation is also showing more
convincing signs of slowing, especially in
shelter costs, which constitute one-third of
the overall consumer price index. However,
medical care and transportation services
remain relatively persistent in propping up
services inflation. Core goods prices have
been falling since the start of 2024, and it is
worth watching whether the recent U.S. dollar
(USD) depreciation could prompt a modest
rebound in imported inflation.

The opinions and views expressed here are those held by the author at the date of publication which are subject to change and are not to be taken as or construed as investment

advice.
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World equity market returns
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U.S. elections: Different pledges,
similar outcomes

The U.S. presidential election is likely to be a
close race between Vice President Kamala
Harris and former President Donald Trump.
This could raise the possibility of a divided
government where the two major political
parties, the Democratic Party alongside the
Republican Party, split control of the
presidency and Congress. |In this scenario, it
may be more difficult to pass legislation on
taxes, spending and regulations.

Despite their different campaign pledges,
there are similarities between the two
presidential candidates. The federal
government’s sizeable fiscal deficit is likely to
remain in place, with rising debt over the
medium term. U.S. trade policy is expected to
remain focused on bolstering domestic
manufacturing, especially against imports
from China. This would continue to pressure
companies, including those from China, to
diversify their supply chains to manage the
risks of higher tariffs and other trade barriers.

Historically, market volatility declines following
an election. We believe economic and
corporate fundamentals will be the dominant
drivers of market returns.

The opinions and views expressed here are those held by the author at the date of publication which are subject to change and are not to be taken as or construed as investment

advice.
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) Central bank policy rates
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56 Guide to the Markets — Australia. Data as of 30 September 2024.
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Fed policy: Changing course

The Fed’s policy focus has shifted to
safeguarding the labour market as it sees
inflation on track towards its 2% target. This is
reflected by the 50 basis points (bps) rate cut
at the Federal Open Market Committee (FOMC)
meeting in September. More importantly, in its
updated Summary of Economic Projections,
the median of forecasts shows FOMC
members expect the policy rate to be cut by
100 bps in 2025.

Considering the current economic
performance, which is consistent with a soft
landing of the U.S. economy, the Fed can
afford to be more patient in bringing the policy
rate back to neutral. Of course, the pace and
timing of rate cuts could change based on
incoming inflation and job numbers. One
potential challenge is how the Fed will react to
a rebound in inflation brought about by
supply-side shocks. This could include
disruptions in the global supply chain or
potentially higher import costs based on any
change in trade policy.

The opinions and views expressed here are those held by the author at the date of publication which are subject to change and are not to be taken as or construed as investment

advice.
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) Emerging market equity performance drivers

Growth in nominal exports and earnings per share
MSCI Asia Pacific ex-Japan, USD, year-over-year
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49 Guide to the Markets — Australia. Data as of 30 September 2024.
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Asian economies: Robust exports

Despite concerns over the pace of corporate
investment relating to generative artificial
intelligence (Al), Asia’s technology and
semiconductor export momentum remains
largely intact. The next supporting shift for the
region may be an increase in demand for
consumer electronics with Al processing
capabilities, or Edge Al.

Economic activity in China remains
unbalanced, with challenges in the housing
market weighing on consumption and
corporate investment. More aggressive fiscal
and monetary policies may be required to
facilitate a sustainable recovery. While exports
have experienced a stronger recovery in 2024,
export growth may be hindered by an
uncertain trade outlook and the recent tariffs
on electric vehicles imposed by the U.S., EU
and Canada.

The window for Asian central banks to cut
rates is widening. Lower policy rates in the U.S.
have helped to weaken the USD. Alongside
lower inflation in the region, Asian central
banks may start to cut rates in late 2024. That
said, the pace and timing of rate cuts would
be determined by domestic circumstances.

The opinions and views expressed here are those held by the author at the date of publication which are subject to change and are not to be taken as or construed as investment

advice.
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) Supply chains

U.S. goods imports by country
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Source: FactSet, J.P. Morgan Asset Management; (Left) U.S Census Bureau; (Right) Bloomberg, Drewry, U.S. Federal Reserve. *ASEAN countries include Brunei
Darussalam, Myanmar/Burma, Cambodia, Indonesia, Laos, Malaysia, Philippines, Singapore, Thailand, Vietnam.
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Risks: Conflicts and supply chain
disruptions

Unexpected turns in growth (recessions) or
inflation (price rebound) are probably the
most relevant to investors in recent times. On
inflation rebounding, it is important to define
the trigger given the different policy
implications of demand-side or supply-side
shocks. The former, which we believe is less
likely, could necessitate a return to higher
rates.

Geopolitical tension in the Middle East limited
freight traffic through the Red Sea and Suez
Canal earlier in the year. This could continue
with rising tension between Israel and Iran, as
well as heightened concerns over energy
transportation that goes through the Strait of
Hormuz. Ukraine’s military action inside
Russian territory also raises the risk of
escalation of the conflict in Europe.

Additionally, the global manufacturing supply
chain remains vulnerable to disruptions.
China’s export limits of critical minerals used
in semiconductors and other technological
equipment can also lead to shortages in
electronic components. Natural disasters
related to climate change are always within
sight, even if a solution is difficult to plan for.

The opinions and views expressed here are those held by the author at the date of publication which are subject to change and are not to be taken as or construed as investment

advice.
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) Rate cuts and asset performance
Asset class returns following the start of U.S. rate cuts
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Asset allocation: Rate cuts to boost
stocks and bonds

Our core view of a rate cut amid a U.S.
economic soft landing has worked out well so
far, with both fixed income and equities
outperforming cash? as the Fed’s intention to
ease monetary policy becomes clearer. We
continue to see a balanced stock-bond
allocation as optimum in portfolio
construction.

Given the prospects of softer growth in the
U.S,, investors should also consider a plan B,
in case the deceleration in growth is worse
than expected. This is where government
bonds, investment-grade (IG) corporate debt
and defensive equities could help balance the
goal of generating returns while managing
volatility. Some investors may consider cash-
equivalent? assets to be a good hedge against
a recession, but they typically underperform
government bonds and |G corporate debt as
falling yields could provide potential additional
returns from higher bond prices.

The opinions and views expressed here are those held by the author at the date of publication which are subject to change and are not to be taken as or construed as investment

advice.



(Quarterly Perspectives) v

J.P. Morgan Asset Management

Market Insights

U.S. equities: Rising tides lifting more

boats
) U.S. equities: Mega-cap valuations and earnings + We continue to see value in U.S. equities both in
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45 Guide to the Markets — Australia. Data as of 30 September 2024. ASSET MANAGEMENT

The opinions and views expressed here are those held by the author at the date of publication which are subject to change and are not to be taken as or construed as investment
advice.
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Fixed income: Time to focus on quality

again
) Fixed income interest rate sensitivity +  Government bonds play two important roles in
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falling into a sharp recession, which could
accelerate corporate defaults and widen spreads.

The opinions and views expressed here are those held by the author at the date of publication which are subject to change and are not to be taken as or construed as investment
advice.
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) Global currencies
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69 Guide to the Markets — Australia. Data as of 30 September 2024.

*USD and AUD Index shows performance vs. a basket of trading partners. **DM is developed markets and the yield is a GDP-weighted average of the 10-year government
bond yields of Australia, Canada, France, Germany, Italy, Japan, Switzerland and the UK. Past performance is not a reliable indicator of current and future results.
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The USD: Let gravity do the work

The USD index has dropped by 5.0% since its
recent high in late June. This is driven by the
prospects of lower interest rates inthe U.S,,
alongside some long-standing structural forces
that would mean a lower USD. These include
overvaluation of the greenback and persistent
and sizeable current account and fiscal deficits of
the U.S. economy.

Still, a shift in growth differentials may be needed
to materially further weaken the USD. The global
economy would need to avoid a sharp recession
or financial stress, otherwise, the USD would act
as a safe-haven currency and appreciate once
again on the back of demand. A convergence in
global growth rates, rather than the U.S.
exceptionalism experienced since the end of the
pandemic, would drive investors towards
opportunities outside of the U.S.

International assets, including emerging market
(EM) and Asian fixed income and equities have
historically benefited from a weaker USD. Even
though stronger Asian currencies could
undermine export competitiveness for the
region’s exporters, many companies with high
technology content, such as semiconductors, are
typically less impacted. A weaker USD also allows
Asian and EM central banks more flexibility in
cutting rates, thus supporting their fixed income
markets.

The opinions and views expressed here are those held by the author at the date of publication which are subject to change and are not to be taken as or construed as investment

advice.
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Diversification does not guarantee positive returns or eliminate risk of loss.

The Market Insights program 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 program explores the implications
of current economic data and changing market conditions.

For the purposes of MiFID Il, the JPM Market Insights and Portfolio Insights programs 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 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, noris 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 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 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. 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 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 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.

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
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