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Disclaimer

Certain information in this presentation constitutes forward-looking statements. Due to various risks, uncertainties,
and assumptions made in our analysis, actual events or results or actual performance of the markets covered by this
presentation may differ materially from those described. The information herein reflects our current views only, is
subject to change, and is not intended to be promissory or relied upon by the reader. There can be no certainty that
events will turn out as presented. Data are from sources deemed to be reliable. No representation or warranties either
expressed or implied are made as to the accuracy of the information presented.
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Earnings Growth Moderates YoY

S&P 500 Quarterly Bottom-Up EPS Actuals & Estimates
(Source: FactSet)
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Revenue Exposure (%)

S&P 500: Aggregate Sector Geographic Revenue Exposure (%)
(Source: FactSet)
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U Earnings are moderating; growth is projected to remain
positive:
Q2 EPS Growth: 10.3%
L Q3 Expected EPS Growth: 4.2%
Q4 Expected EPS Growth: 11.2%

L A weaker U.S. dollar may fuel a resurgence in earnings
based on export growth

L30% of S&P 500 companies have revenue exposure
from outside of the United States

Data Source: FactSet - https://insight.factset.com /hubfs/Resources%20Section/Research%20Desk/Earnings%20Insight/EarningsInsight 092917.pdf,

the accuracy of the information presented.

Economic Research Federal Reserve Bank of St. Louis, Data is from sources deemed to be reliable. No representation or warranties either expressed or implied are made as to O Ph | "Ips &
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https://insight.factset.com/hubfs/Resources%20Section/Research%20Desk/Earnings%20Insight/EarningsInsight_092917.pdf

U.S. Consumer Strength

FREnMﬁ — Average Hourly Earnings of All Employees: Total Private FRED Mj — Personal Saving Rate
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FRED /4 — Real Median Household Income In the United States FREDW — Total Revolving Credit Owned and Securitized, Outstanding (left)
— Total Nonrevolving Credit Owned and Securitized, Outstanding (right)
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U Steady uptrends in Average Hourly Earnings, Median Household Income, and Credit has put more money in
the pockets of consumers
U Personal Savings Rate continues to decline which indicates that consumers have increased spending
Data Source: Economic Research Federal Reserve Bank of St. Louis; i
Data is from sources deemed to be reliable. No representation or warranties either expressed or implied are made as to the accuracy of the information presented. g Phl "lps &
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Fueling Animal Spirits

Number of Accounts by Loan Type

Credit Card (Left) e Auto Loan (Right)
Source: New York Fed Consumer Credit Panel/Equifax
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Subprime Auto Loan Origination Volume: FICO <620

45.0
4000
350
z
= 30,0
=
s
g
= 250
=
=
20,0
15.0
1000
= e U W e R e o e R w e e e
(== === A~ = == = = = e S = A= A= = = = e = e i
I 3L £EcEEEggSsEZHAEEFT I E R EEE

Source: New York Fed Consumer Credit Panel'Equifax

Percent of Loans: 90+ Days Delinquent

U Credit is expanding, but showing some early
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1.00 / o QVolumes in subprime auto loan issuance have
i il been trending upward since 2009, despite a rising
9.00 .
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T e W e U Credit card delinquency remains above 7%,
Qoo CRROPIRIRIOPORITIOIOTOR . ) ) .
BEIILLEEECEEs 20080 IIERE2E which may trend higher alongside rising auto loan
il Al delinquencies.
Source: New York Fed Consumer Credit Panel/Equifax
Data Source: https: //www.newyorkfed.org/medialibrary/interactives /householdcredit/data/pdf/HHDC 2017Q2.pdf; Data is from sources deemed to be reliable. No
representation or warranties either expressed or implied are made as to the accuracy of the information presented. 0 Ph | "lps &
Company



https://www.newyorkfed.org/medialibrary/interactives/householdcredit/data/pdf/HHDC_2017Q2.pdf

Emerging Markets (EM)
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10-Yr Emerging Market Country Valuations

10-Yr Average
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U Increasing U.S. dollar denominated debt by EM companies

U Declining U.S. dollar relative to other major currencies may
provide a tailwind in earnings and revenue growth for EM

U EM sector and country valuations are showing fair to slightly
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Data Source: Economic Research Federal Reserve Bank of St. Louis; Bloomberg L.P.

Data is from sources deemed to be reliable. No representation or warranties either expressed or implied are made as to the accuracy of the information presented.
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Developed Markets

YoY Changes in 2015 2016 2017
Headline Inflation: s . > >
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Data Source: http://www.bis.org/publ/arpdf/ar2017e4.htm, Economic Research Federal Reserve Bank of St. Louis, https://am.jpmorgan.com/blob-

gim/1383407651970/83456/MI-GTM 4Q17 1.pdf?segment=AMERICAS US ADV&locale=en US; IMF, World Economic Outlook, Bloomberg, Global Financial Data, National Data, Phi "i s &
BIS Calculations. Normalization episodes: for the euro area, 1999-2000 and 2005-08; for Japan, 1989-90; for the United Kingdom, 1988-89, 2003-04, and 2006-07; for the United . p
wa¥ Company

States, 1987-89, 1994-95, 2004-06, and 2015-17. 1. As of 26, May 2017. Fed funds 30-day future (US); three-month Euribor (EA); three-month EuroYen Tibor (JP); 90-day pound
sterling (GB). 2. From start of monetary policy tightening. Data is from sources deemed to be reliable. No representation or warranties either expressed or implied are made as
to the accuracy of the information presented.


http://www.bis.org/publ/arpdf/ar2017e4.htm
https://am.jpmorgan.com/blob-gim/1383407651970/83456/MI-GTM_4Q17_1.pdf?segment=AMERICAS_US_ADV&locale=en_US

Interest Rates

Current Target Rate Probabilities for 13 Dec 2017 Fed Meeting FED DOT PLOT
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FRED%’;’/ — University of Michigan: Inflation Expectation®
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L Projected probability of a Fed Funds Rate

: increase during Q4 is 71.4%
z L The current Fed Dot Plot suggests one more
. rate increase in December of 2017 and three

rate increases throughout 2018

Fercent, Percent Change from Year Ago

\J J QInflation continues to post results below
expectations

Jan 2009 Jan 2010 Jan 2011 Jan 2012 Jan 2013 Jan 2014 Jan 2015 Jan 2016 Jan 2017

Data is from sources deemed to be reliable. No representation or warranties either expressed or implied are made as to the accuracy of the information presented.
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Data Source: Bloomberg L.P., Economic Research Federal Reserve Bank of St. Louis; http://www.businessinsider.com/fed-dot-plot-september-2017-2017-9, 0
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http://www.businessinsider.com/fed-dot-plot-september-2017-2017-9
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Trump Trade - Bonus Boost

Repatriation winners

TABLE Al Trump Administration's Transportation Plans
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http://www.taxpolicycenter.org/sites/default/files/publication/144971/a_preliminary_analysis_of_the_unified_framework_0.pdf
http://www.taxpolicycenter.org/taxvox/four-facts-trumps-infrastructure-week-0
https://www.cnbc.com/2017/09/26/goldman-these-companies-are-headed-for-a-big-tax-break-on-overseas-cash.html
http://graphics.wsj.com/wsjnbcpoll/?standalone=1
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Mean Reversion Dashboard

Style Current P/E as a % of 15-Yr Avg. P/E
Value Blend Growth
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https://am.jpmorgan.com/blob-gim/1383407651970/83456/MI-GTM_4Q17_1.pdf?segment=AMERICAS_US_ADV&locale=en_US

Economic Dashboard

U-3 Unemployment and U-6 Underemployment Profits and Earnings VIX
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Summary & Recommendations

Summary Recommendations
U We expect a stronger U.S. dollar amid increased U Continue making slight increases to fixed income duration
discussions about global central banks normalizing beyond the benchmark
monetary policy
U Normalize allocation weightings in Emerging Markets and
U U.S. consumers remain a driving force for global Developed International Markets
growth; expansion of credit and decreased savings is
likely to continue U Evaluate the addition of High Yield Municipals to appropriate
portfolios
U Earnings growth remains strong; declines in estimates
will likely increase the opportunity for companies to U Realign return expectations to factor in a normalized
surprise to the upside correction which will likely be driven by a more difficult YoY
earnings comparison in 2018
U Increased probability for one more rate increase in A History of Declines (1900-December 2016)
2017; however, the market remains in a “lower for
» . Type of Average Average Last
longer mentahty Decline Frequency’ Length® Occurrence
Federal funds rate expectations
FROMIU B kot SpeAsions BCUIS 0 Cods 1ok -5% or more About 3 times a year 47 days August 2015
e el e rete FOMC September 2017 forecasts
# FOMC year-end estimates Percent
S * ma:mmbn- on W20M7 291720183048 200 L:mm -10% or morza About once a year 115 days August 2015
o Ng-run projectian Changs in real GDP, 403 16 40 24 21 20 18 18
Vs (- 40 SEiAN A2 48 -15% or more About once every 2 215 days October 2011
PCE inflation, 40 10 40 16 19 20 20 20 years
-20% or more About once every 3% 341 days March 2009
289% L Years
249% i i
138% ',.'-::‘,,.‘..-;“_m Source: Capital Ressarch and Management Company
’_;Jf)-‘-?!‘h . 1 Assumes 50% recovery rate of lost value.
2Measures markst high to markst low
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https: //ammmorgan com/blob le/l383407651970/83456/MI GTM 4017 1.pdf?segment=AMERICAS US ADV&locale=en US Ph|"|p5 &
Data is from sources deemed to be reliable. No representation or warranties either expressed or implied are made as to the accuracy of the information presented. Companv
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https://www.americanfunds.com/individual/planning/market-fluctuations/past-market-declines.html
https://am.jpmorgan.com/blob-gim/1383407651970/83456/MI-GTM_4Q17_1.pdf?segment=AMERICAS_US_ADV&locale=en_US
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