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GLOBAL GROWTH HAS SLOWED

GDP Growth (%)
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2020 (E) 4.6 1.7 3.4
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GLOBAL PURCHASING MANAGERS’ INDEX INDICATES
REBOUND
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THE LENGTH AND STRENGTH OF EXPANSIONS

Cumulative Real GDP Growth After Recession, Percent
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U.S. TOTAL DOMESTIC DEBT - GDP HEADWIND
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LIMITATIONS ON FISCAL POLICY

The 2020 Federal Budget, CBO Baseline Forecast, USD Trillions Federal Budget Surplus/Deficit
% of GDP, 1990-2029, 2019 CBO Baseline
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: -10% 7 2019: 1 Forecast 2029:
1
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DEMOGRAPHICS AND PRODUCTIVITY - DRIVERS OF ECONOMIC GROWTH

DRIVERS OF GDP GROWTH - U.S.

AVERAGE YEAR-OVER-YEAR PERCENT CHANGE
Labor Forces Ages...and Exits

5.0% -
4.7% GROWTH IN WORKERS
+ GROWTH IN REAL OUTPUT PER WORKER Median Age Participation Rate
GROWTH IN REAL GDP
1994 37.7 62.7%
4.0% -
2004 40.3 65.9%
2014 41.9 62.7%
2024* 42.4 60.9%
3.0% -
*BLS Estimate
5 0% BLS Estimates
Avg Annual Growth 2014-24
Labor Force 0.4%
1.0% - Real GDP 2.2%
0.0% -
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Source: [P Morgan, Bureau of Labor Statistics




CONSUMER FINANCES - POSITIVE WEALTH EFFECT

3Q19, Trillions of Dollars Outstanding, Not Seasonally Adjusted Household Debt Setrvice Ratio
$140.0 - Debt Payments as %0 of Disposable Pe{fgﬁgll Income, SA
Total Assets: $130.2tn ———> 3Q07 Peak: $85.6tn M 13.2%
1Q09 Low: $74.5tn
13% 1
$120.0 -
0 v
121 1qs0:
110 10:6%
$100.0 - ' s O,
: 9.7%
Other Tangible: 5% 10% '
Deposits: 9% 9%, , ; : . : ; :
$80.0 - ’80 '85 90 95 *00 '05 10 15
. Household Net Worth
Pension Not Seasonally Adjusted, USD Billions
Funds: 21% i * 4Q19%*;
$60.0 . $ » a $116,585
A 3Q07:
Other Non-Revolving: 2% $120’000 $7 1,346 l
Revolving*: 6% |
$40.0 - Auto Loans: 7% $100,000
Other Liabilities: 9% $80,000
Other Student Debt: 10%
Financial $60,000-
$20.0 - Assets: 40% iabilities: .
Total Liabilities: $16.4tn } $40,000-
Mortgages: $20,000-
A 90 92 94 ’96 98 00 ’02 ‘04 ‘06 ’08 10 ’12 ‘14 ‘16 ‘18
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Source: JP Morgan, BEA

*Revolving includes credit cards **4019 figures for debt service ratio and housebold net worth are J.P. Morgan Asset Management estimates.




EMPLOYMENT - REMARKABLY RESILIENT

0
600 Total average job growth at 185k/month since 4%
January 2010, 183k/month private only, 3%
400
2%
i M I
= 0 MK' ot (| ‘ | /) 0%
3 W |
S + 1%
0 200 F /
%D + 2%
< 400 L 20 million jobs created
= ) duri + -3%
< Lost 8.9 million jobs during uring recovery »
T =470
= 000 r  recession \
= + -5%
S 800 |
= + 6%
-1000 -7%
1999 2001 2004 2006 2009 2011 2014 2016 2019

= Monthly Increase (Left Axis) e===3 Month Change (Right Axis)

Source: Burean of Labor Statistics




THE ECONOMIC CYCLE HAS PEAKED
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MOTOR VEHICLE AND PARTS CONSUMPTION AS A % OF GDP
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BUSINESS FIXED INVESTMENT % GDP
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U.S./CHINA TRADE DEFICIT PEAKED AT 2% GDP

Billions($)

550
500
450
400
350
300
250
200
150
100

Imports from China I

$400
BILLION

Exports to China I

2001 2004 2006 2008 2010 2012 2014 2017 2019

emmImports from China e xports to China

12



ESPECIALLY FOR GOODS WITH LARGEST TARIFFS

US: IMPORTS FROM CHINA
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THE DANGER OF DOLLAR STRENGTH

As we saw in 2015 and 2018, a strong US Dollar
creates tightening for a global financial system that is
largely US Dollar based.

% of global central bank
reserves in US Dollars

63%

% of $240 trillion of global
debt in US Dollars

40%

Approximate # of 185 global
1/3 currencies pegged or
managed to the US Dollar

% of global oil priced and

> 0
DI traded in US Dollars

Source: Dentsche Bank, Bloomberg

Global trade policy escalation will lead to USD

outperformance vs EMFX in particular
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LEADING ECONOMIC INDICATORS - niminG FOR THE NEXT RECESSION

Monthly Average
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INVERTED CURVE - 1iming FOR THE NEXT RECESSION

(10 YR - 2 YRYIELD)

300
Avg Spread: 92 bps
High: 280 bps
200 Low: -199 bps
100
Current:
72 20 bps
0
.g-‘ <€ > <€ >V € >
78 Months Steep 104 Months Steep 60 Months Steep 151 Months steep
Recession
100 Timing:
May 23
<€ > € > € > € =|-=->
91 Month Recovery 119 Month Recovery 72 Month Recovery 127 Month Recovery
-200 (so far)
-300

1977 1980 1984 1987 1991 1994 1998 2001 2005 2008 2012 2015 2019

Source: Bloomberg

16




FED FUNDS RATE VS INFLATION - NOT RESTRICTIVE
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INFLATION DURING RECENT EXPANSIONS
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CENTRAL BANKS IMPACT ON GOVERNMENT

BOND YIELDS

10-YEAR GOVERNMENT BOND YIELDS (%)

CENTRAL BANK HOLDINGS/MARKET

m1/31/2020
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0.93
0.52
0.23 0.17
H T
-0.07
-0.18
-0.44
R N O >
& F & 0T P ©
o <
hed

CAPITALIZATION *
GOvV'T
us Fed holdings (§bn) 2,097
US market size ($bn) 12,291
% of market  17.1%
% of GDP  18.0%
EUROZONE ECB holdings (€bn) 2,089
EZ market size (€bn) 8,010
% of market  26.1%
% of GDP  39.6%
JAPAN BoJ holdings (¥tn)  4806.5
Japan market size (¥tn)  943.9
% of market  51.5%
% of GDP  101.5%
UK BoE holdings (£bn) 435
UK market size ({bn) 2,341
% of market  18.6%
% of GDP  37.1%

*Martket Data collected during calendar year 2019
GDP % as of 2019
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WORLD YIELD AVERAGE YIELDS VS. 10 YEAR
TREASURY
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Source: Source: Bloomberg; World Yield Averages Include Germany, Japan, France, Spain, United Kingdom

ommerce Trust Company

20



LEADING ECONOMIC INDICATORS Y-0-Y
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MARKET REACTION TO FED CUTS

US: Fed rate cuts and S&P 500 response US:

140 S&P 500 index Fed insurance cuts (1984, 1995, 1998) 160
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Fed rate cuts 140
130 120
100

120
80
{16 @ +14.5% 60
100 20
\ 0

90
-20
20 -40
-60

Days
70 4 | | J | | -80
-180 -120 &0 0 60 120 130 240 300 360

Source: Pictet WM — CIO Office, Fed, Bloomberg

Fed rate cuts and 10-year UST response

10Y UST yields
 Cumulated change
around Fed rate

| cuts (bp)

Fed insurance cuts (1984, 1995, 1998)
Fed recession cuts (1989, 2001, 2007)
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2019 MARKET RETURNS

as of December 31, 2019

S&P 500 31.48%

Russell Mid Cap 30.52%

Russell 2000 25.49%

22.01%

MSCI EAFE

MSCI Emerging Markets 18.63%

Aggregate Bond Index 8.72%

0.00% 5.00% 10.00% 15.00% 20.00% 25.00% 30.00% 35.00%

Source: Bloomberg




MARKET REACTION TO WORLD HEALTH
DECLARED EMERGENCIES

Performance of MSCI ACWI {Local Currency) Around Global Health Emergencies
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HOW DO STOCKS DO FOLLOWING A 30%+ RETURN?

TABLE 1: S&P 500 GAINS of 30% OR MORE SINCE 1950
(DIVIDENDS INCLUDED)

YEAR +/- FOLLOWING YEAR +/-
1950 +31.4% 1951 +23.3%
1954 +51.2% 1955 +30.9%
1955 +30.9% 1956 +6.4%
1958 +42.4% 1959 +11.8%
1975 +36.9% 1976 +23.6%
1980 +31.5% 1981 -4.8%
1985 +31.0% 1986 +18.5%
1989 +31.2% 1990 -3.2%
1995 +37.1% 1996 +22.6%
1997 +33.1% 1998 +28.3%
2013 +32.0% 2014 +13.5%
2019 +31.5% 2020 ?

AVERAGE =15.5%

Source: The Chartist
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S&P 500 PRICE INDEX

3300
CHARACTERISTIC  MAR. 2000 0CT. 2007 DEC. 2019 e 31 2010
3000 || INDEX LEVEL 1527 > 1565 > 3,231 P/E (Fwd) = 18.2x
P/E RATIO (FWD.) 272x >  157x > 18.2x 3,231 f
2700 || DIVIDEND YIELD 1.4% > 1.9% > 1.9% '
10-YR TREASURY 6.2% - 4.7% - 1.9%
2400 +378%
2100
Mar. 24, 2000 Oct. 9, 2007
1800 P/E (Fwd) = 27.2x P/E (Fwd) = 15.7x
1,527 1,565 ‘y‘
1 1
200 AR +101% A /
+106% \ ( (]
1200 Y f v 579 f
4 -49% \ / '
900 | /" Dec. 31,1996 W/~ Oct. 9, 2002 Mar. 9, 2009
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600 741 177 677
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Source: J.P. Morgan, Bloomberg
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S&P 500 INDEX: FORWARD P/E RATIO

I\ +1 Std. Dev.: 19.43x
1 Current:

18.18x
25-Year Average: 16.26x M vf

-1 Std. Dev.: 13.09x
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S&P 500 INDEX: VALUATION METRICS

25-YEAR STD.DEV.

VALUE MEASURE  DESCRIPTION AVG* OVER/UNDER VALUED
P/E Forward P/E 18.18x 16.26x 0.60

CAPE Shillet’s P/E 30.78 27.16 0.58
DIVIDEND YIELD Dividend Yield 1.93% 2.09% 0.41

P/B Price to Book 3.32 2.96 0.49

P/CF Price to Cash Flow 12.97 10.61 1.28

EY SPREAD EY minus Baa Yield 1.65% -0.03% -0.85

Source: JP Morgan




HOUSING AND STOCKS VS. GDP (EXPENSIVE)

- Quarterly 12/31/1981 - 9/30/2019
Household Real Estate and Stocks Relative to GDP yanN
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S&P 500: 30-YEAR HISTORY OF CORRECTIONS
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