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Patrick Yanke
Welcome to the Capital Markets Review. As always, my purpose is to inform and answer questions on the economy and the financial markets. This isn’t meant to be a prediction for the course of the economy or stock market for this year or beyond. Rather, it’s a look at current economic and historical data to help investors make informed decisions about their own financial futures. This snapshot is as of the end of 2023.

I use slides from “The Guide to the Markets” produced by JP Morgan Asset Management (with their permission) for the simple way they present complex ideas. Most slides have multiple charts on them... I will point out the information I think is most relevant on each. There are also two slides from Raymond James. 
JP Morgan is not affiliated with Raymond James. The opinions expressed are mine and not necessarily those of Raymond James or RJFS. Expressions of opinion are as of this date and are subject to change without notice. This information is not intended as a solicitation or an offer to buy or sell any security.  Forward looking statements are subject to change at any time and there is no assurance that projections will be realized. Investing involves risk, including risk of loss. Past performance does not guarantee future results.

I am recording the Zoom portion of the meeting and will post it to my website when done if it records well. If you don’t want to be included in the recording, please leave your camera off and stay on mute. You may interrupt me at any time with questions or wait until the end after the recording is concluded.

It’s the nature of the financial industry that presentations are approved by Compliance prior to public distribution. This means you will find that I’m following a script I had approved earlier this week for the recorded portion of this presentation. I can be more spontaneous when answering your questions.



Discussion Points�

•  GDP growth is slowing but recession isn’t 
certain


• Inflation is moderating but prices aren’t 
falling


• The greatest challenge is Fed Gov debt 
going forward


• Active management and diversification are 
still important
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Real GDP Components of GDP
Trillions of chained (2017) dollars, seasonally adjusted at annual rates 3Q23 nominal GDP, USD trillions
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A soft landing is in sight, but recession risks remain.

The U.S. economy saw impressive resilience last year, with the first three quarters showing above trend real GDP growth. Easing inflation and improved prospects for growth have helped fuel optimism for a soft landing. However, a quick look across each sector of the economy tells us that economic momentum in the year ahead is set to be moderate, at best.

Business spending held up better than expected last year despite tighter lending standards, supported by increased spending on intellectual property with greater emphasis on building and integrating artificial intelligence capabilities. Tailwinds from AI spending as well as federal government support for semi-conductor manufacturing should persist in 2024. However, increased caution among lenders and slowing corporate profits could still constrain growth in capital expenditures.
Consumers have remained resilient, supported by a tight labor market and rising real wages. That said, there are some signs of weakness. While revolving credit as a share of disposable income does not look overextended, delinquencies are rising, and younger households are showing signs of increased financial stress. As labor market conditions continue to loosen and lending standards remain tight, consumer spending should grow at a slower pace from here.

The housing market appears to have stabilized, albeit at low levels, as tight housing supply and steadying mortgage rates are signaling that the worst may be behind us. Trade should be a mild drag on the economy as a still-strong dollar and sluggish global growth weigh on exports. Meanwhile, the rate of growth of government spending may slow during this election cycle but there are few calls for fiscal sanity in Congress as the debts continue to mount.

Overall, the U.S. economy should continue to grow at a moderate but slowing pace from here. That said, a slower-moving economy will be increasingly sensitive to shocks. Whether it be the U.S. election, higher policy rates, significant geopolitical tension or something else entirely, the risk of recession in 2024 isn’t zero.



CAPITAL MARKETS REVIEW
1Q24

Patrick Yanke
There is an interesting blip on the chart on the right of this slide. Definitionally, a recession is two consecutive quarters of negative GPD growth. Two areas are highlighted on the chart… but one is not. I have referred to the recession of ’22 a number of times because it absolutely fits the definition. I simply find it interesting that it has never been made official. It’s an ignored recession… but we felt its effects in a very difficult year for investors where equities and bonds both suffered at nearly equal levels.



Civilian unemployment rate and year-over-year wage growth
Private production and non-supervisory workers, seasonally adjusted, percent
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The unemployment rate should remain low until we see a recession.

After a red-hot labor market sent wages higher and brought unemployment down from a pandemic peak of 14.7% to a 50-year low of 3.4%, the labor market is now getting back to normal. Unemployment remained at 3.7% in November, despite swift declines in job openings, and has hovered between 3.4% and 4.0% since December 2021. However, cooling labor market conditions are evident in private sector wages, which have moderated from a peak of 5.9% y/y growth in March 2022 to 4.0% in November. While still above its long-term average, wage pressures are receding with quits falling and businesses reeling back hiring efforts in the face of slowing consumer demand. Moreover, while strikes have made headlines in the last year, less than 6% of the private sector workforce is represented by a union, down from over 20% in the 1980s.

On balance, wages shouldn’t contribute to higher inflation in the absence of a recession and unemployment could remain stable. U.S. businesses still face structurally slower labor force growth than in prior decades, with Census projections showing the population aged 18-64 will rise only 0.1% in 2024. Tight labor markets could encourage more immigration or further gains in labor force participation, but excess capacity may be limited.

Overall, a combination of subdued job growth and slowing wages should give the Federal Reserve further confidence that inflation is sustainably coming down.



S&P 500 year-over-year pro-forma EPS growth S&P 500 profit margins
Annual growth broken into changes in revenue, profit margin and share count Quarterly earnings/sales
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Sustainable earnings will differentiate winners and losers against a backdrop of slowing growth.

Resilience in the U.S. economy has also been shared by Corporate America with earnings growth surprising on the upside last year. Revenues were the largest contributor to earnings, with consumer strength and pricing power allowing companies to boost sales. Margins, however, have detracted from earnings as companies grappled with higher input and labor costs. Still, companies have been active in defending margins by cutting costs and adopting more efficient digital capabilities, helping margins stage an impressive recovery in the third quarter.  

Looking to 2024 and 2025, expectations for double-digit earnings growth seem too optimistic as defending profit margins will become increasingly difficult in an environment of slowing economic growth and waning pricing power. However, high-quality companies with strong balance sheets, ample cash balances and sustainable earnings should perform well relative to the broader index.



Contributors to headline CPI inflation Contributors to core services ex-shelter CPI inflation*
Contribution to y/y % change in CPI, non-seasonally adjusted Contribution to y/y % change in custom CPI index, non-seasonally adj.
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Inflation is steadily trending back to target levels.

After inflation reached 50-year highs in 2022, the inflation heatwave met a cold front in 2023. Headline CPI eased to 3.1% y/y in November, well below the 9.1% peak reached in June 2022. While still above the Fed’s target, the underlying components of inflation provide some confidence that this downtrend has room to continue.

Core goods prices trended lower in 2023 as supply chain distortions related to the pandemic and Russia’s invasion of Ukraine continued to fade. Meanwhile, the more volatile components, mainly energy and food prices, also provided an important source of disinflation amidst slowing demand. Absent any supply shocks or unexpected surges in demand, these categories should continue their descent in the coming months. Lastly, shelter inflation, which accounts for a third of the CPI bucket, is predictably falling as the rollover in market rents gradually flows through the data.

The remaining problem for inflation, therefore, is core services prices outside of housing, which the Fed has honed in on when referencing persistent inflation. However, as shown on the right-hand side of this slide, inflation in this measure is mostly driven by “transportation services,” which includes auto insurance and auto repair costs. Going forward, the rollover in vehicle and auto part prices should feed through to this category and, combined with easing wage pressures and cooling consumer demand, services inflation should fall further in the year ahead.

Overall, inflation made impressive progress towards more normal levels in 2023. While we are not quite back to the Fed’s target, 2% inflation by the middle of 2024 is attainable even without a recession. This should give the Fed assurance that inflation is under control as they debate easing policy. 



 Federal funds rate expectations
 FOMC and market expectations for the federal funds rate
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The Federal Reserve is near the end of its tightening cycle.

The Federal Reserve has hiked rates by a cumulative 5.25% since the beginning of 2022 to combat inflation. However, with inflation steadily trending towards their 2% target and labor market conditions easing, the July rate hike may be the last of this cycle. At their December meeting, the Fed voted to leave the federal funds rate unchanged at a target range of 5.25%-5.50% and strongly hinted that rates are at their cycle peak. Fed Chairman Powell did not push back against easing financial conditions or the idea of rate cuts, as he has done in the past, and forward guidance was decisively dovish.

Specifically, the Fed’s “dot plot” suggested that rate cuts may occur faster than initially expected, with the median FOMC member expecting a year-end federal funds rate of 4.6% in 2024, implying three cuts this year. Updates to the Summary of Economic Projections showed lower inflation forecasts for 2023, 2024 and 2025 without material revisions to the growth or employment forecasts. With these revisions, the Fed is acknowledging that inflation is falling faster than expected and appear to be forecasting a soft-landing scenario.

Overall, the Fed is likely at the end of its hiking cycle, which means investors are now more interested in the timing and extent of eventual rate cuts. If the economy remains afloat, the Fed may only deliver minor policy cuts. However, if the U.S. economy enters a recession, the Fed may be forced to cut rates more aggressively to try and stimulate the economy. Either way, it is increasingly likely that rates will move lower in the year ahead, but they may settle at a higher level compared to previous policy easing cycles.
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Divergent global growth should converge in the year ahead.

Despite the negative headlines, the global economy proved to be more resilient than expected in 2023, but some countries clearly did better than others. The Eurozone, UK, Canada and China struggled, while the U.S., Japan and emerging markets outside of China were stronger, as evidenced by their composite PMIs remaining above 50 for much of last year.

In China, depressed consumer and business confidence continues to challenge growth, while the full effects of stimulus measures from policymakers have yet to be realized. China’s weakness also spilled over to Europe, which is similarly experiencing weak domestic consumption and elevated manufacturer pessimism. Activity is now showing signs of stabilizing, albeit at low levels, and there is hope for a modest reacceleration in Europe as falling inflation boosts real incomes. Elsewhere, India continues to see strong growth, supported by its growing middle class and government support for private businesses and digitalization.

Global growth should be less divergent in 2024, with the US economy slowing down and China’s economy stabilizing. However, the key question is how much this gap will close, and whether it is driven by a U.S. slowdown or a pickup in overseas growth.



Yield-to-worst across fixed income sectors
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Despite the recent bond market rally, yields still look attractive. 

In bond markets, volatility was a defining feature of 2023 as investors grappled with resilient economic data, a hawkish Fed and various technical factors. The yield on the 10-year Treasury climbed by nearly 170 bps from early April to late October, before expectations for a soft landing and an end to tightening helped drive the yield lower by more than 100 bps in less than two months. Even with this move lower, current yields across the fixed income landscape still offer investors much better income and total return opportunities than existed a year ago.

For over a decade, I warned of the risks to bond investors when yields rose from their historic lows. That occurred in 2022 and the losses were comparable to equities that year. Higher yields now, make bonds more attractive as a diversifier in portfolios.

This slide shows yields across fixed income sectors relative to the last 10 years, and nearly all sectors are trading well above their 10-year median yields. Simply sticking with core fixed income provides attractive yields above 5%, while leaning into riskier asset classes, like high yield, can provide yields north of 8%. Moreover, with peak interest rates likely behind us, bonds also offer the potential for price appreciation in the event of lower rates and diversification benefits as lower rates coincide with recession. This potential for asymmetric return in bonds may not last long, underscoring the importance of leaning into fixed income while yields are at elevated levels.



Performance of the top 10 stocks in the S&P 500 Weight of the top 10 stocks in the S&P 500
Indexed to 100 on 1/1/2023, price return, top 10 held constant % of market capitalization of the S&P 500
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Broadening U.S. equity market performance should create opportunities for active management.

After a very troubled year for investors in 2022, U.S. equities rallied in 2023, largely recovering their losses from the prior year. This performance owes to a combination of better-than-expected consumer spending, resilient corporate profits and enthusiasm around the advancements in AI. However, equity market performance was not broad-based, with the largest stocks in the index by market-cap accounting for the majority of gains.

The chart on the left shows stock market performance since the start of 2023, and the top 10 stocks have accounted for roughly 90% of price returns, leaving them about 1.4 times more expensive than the broader market. Meanwhile, the remaining stocks are only up by low-single-digits and are trading more in-line with the broader index.

Indeed, index concentration is not a new phenomenon as the weight of the top 10 stocks in the S&P 500 has been rising since 2016. The earnings contribution from those stocks, however, hasn’t kept pace and hardly budged last year despite strong price appreciation. The fact that the top 10 stocks make up a third of the index but only account for a fifth of index earnings suggests significant mispricing in the stock market.

In 2024, if economic growth remains positive and technological advancements yield significant productivity gains, markets could still perform well. That said, gains should broaden out beyond the largest names. In environments like these, active management is best suited to identify those companies with sustainable, high-quality earnings that are being overlooked by the markets.

In other words, as money moves from over-weighted equities that have appreciated to solid names that are more under-valued, the index could move very little while investors realize gains. Don’t get fixated on the value of the overall index. Active investors may benefit from holding the 90% of the undervalued index while the top 10% experience outflows from repositioning.



International: Price-to-earnings discount vs. U.S. International: Difference in dividend yields vs. U.S.
MSCI All Country World ex-U.S. vs. S&P 500, next 12 months MSCI All Country World ex-U.S. minus S&P 500, next 12 months
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There are attractive opportunities across international markets. Unfortunately, these opportunities have been there for years while investors have waited for the recovery. This is an attractive entry point.

Strong equity market performance in 2023 was not only a U.S. phenomenon. International equities also experienced impressive growth, with the MSCI All Country World Index climbing more than 10%. Taking a quick trip around the globe, Japanese equities had a very strong year, rising roughly 16% in dollar terms, as an improved interest rate backdrop and corporate governance reform propelled new enthusiasm from investors. Elsewhere, promising fiscal reforms and strong economic momentum bolstered the case for Indian equities, which similarly rose over 16%. In Europe, markets also saw strong performance in the first half of the year as the end of negative interest rates supported banks and economic activity stabilized from Russia-induced energy shortages.

Looking ahead, while the global growth backdrop looks set to slow, there are still strong opportunities outside of the U.S. for long-term investors, and at better valuations. Indeed, international equities continue to trade at a steep discount of over 30% compared to U.S. equities, near 20-year lows. International equities also offer greater income, with dividend yields trading at a 1.8% spread above that of U.S. equities.

Combine this attractive entry point with structural tailwinds, attractive relative fundamentals and a weakening dollar, and the year ahead could be a much more favorable environment for U.S. based investors investing overseas looking to diversify and add exposure to important global secular trends and themes.



Investment opportunities outside of CDs
Peak 6-month certificate of deposit (CD) rate during previous rate hiking cycles and subsequent 12-month total returns
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While peak cash yields may look attractive, holding too much cash can be costly.

Policy tightening from the Fed has pushed yields on cash-like instruments to their most attractive levels in over a decade. With yields north of 5% and minimal risk, many investors have decided to allocate more heavily to cash.

However, history shows that staying parked in cash after the peak in interest rates usually leaves money on the table. In the last 6 rate hiking cycles, the U.S. Aggregate Bond Index outperformed cash over each of the 12-month periods following the peak in CD rates, while the S&P 500 and a 60/40 stock-bond portfolio outperformed in 5 of these periods.

This is not to say that investors should abandon cash altogether, as liquidity is an important allocation in any portfolio—especially in the emergency fund. However, there is an opportunity cost in holding onto too much cash, and investors should put long-term money in long-term assets. Following a peak in interest rates there has always been a better asset than cash to deploy capital.



The 2023 federal budget Federal deficit and net interest outlays
USD trillions % of GDP, 1973-2033, Adj. CBO Baseline Forecast*

Federal net debt (accumulated deficits)
% of GDP, 1940 – 2033, Adj. CBO Baseline Forecast*, end of fiscal year
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One of the greatest risk to the US economy is the financial health of the Federal Government.

The Federal Government is now borrowing 28 cents for every dollar spent. Interest payments are now 11% of the overall budget… and rising. The worst part is that there is no end in sight where the government slows the rate of debt accumulation. As the debt grows (and with higher interest rates) interest payments take over more and more of the Federal budget. At some point, there must be a return to fiscal sanity or the government will be budgeting primarily to pay interest.

When you consider that the very dollar in your pocket is a check written and backed up by the US Treasury, you should be able to appreciate the risk when government finances spiral out of control. We aren’t there yet… but the trend lines on this chart need to change.



Muni tax-equivalent and Treasury yield curves State and local and federal net debt
% of GDP, 1930-2023, end of fiscal year

Muni and corporate default rates
% of issuers defaulting within 10 years, 1970-2022
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For perspective on the US Federal Government debt situation, see the chart in the upper right. The last time Fed Gov debt was as high as it is now relative to GDP was WWII. Now, we have a significantly higher GDP and significantly higher debt.

Note that the problem is all at the Federal level. State and local debt remains at historically consistent levels.



Consumer balance sheet Household debt service ratio
3Q23, USD trillions, not seasonally adjusted Debt payments as % of disposable personal income, SA
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On balance, consumers are in much better shape than the federal government. 

Assets are at peak levels and debts are low relative to history. Of those debts, ⅔ of consumer debts are in long-term mortgages. Higher borrowing costs hurt those who need to borrow now—such as current home buyers. However, that isn’t all consumers and rising rates don’t affect everyone at once.



Change in production and consumption of liquid fuels Price of oil
Production, consumption and inventories, millions of barrels per day WTI crude, nominal prices, USD/barrel

Production 2019 2020 2021 2022 2023* 2024* 2019-2023
U.S. 19.5 18.6 19.0 20.3 21.9 22.2 11.9%
OPEC 34.6 30.7 31.7 34.2 33.4 33.1 -3.5%
Russia 11.5 10.5 10.8 11.0 10.8 10.7 -6.3%

 Global 100.3 93.9 95.7 100.0 101.6 102.2 1.3%
Consumption

U.S. 20.5 18.2 19.9 20.0 20.1 20.4 -1.9%
China 14.0 14.4 15.3 15.2 15.9 16.3 13.8%
India 4.9 4.5 4.7 5.0 5.3 5.6 7.9%

 Global 100.9 91.6 97.1 99.2 101.0 102.3 0.1%
Inventory Change -0.6 2.3 -1.4 0.8 0.6 -0.2

U.S. crude oil inventories and rig count**
Million barrels, number of active rigs
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Oil should be a bigger story going forward. Since 2021, oil has been released from the Strategic Petroleum Reserve (SPR). As a global commodity, this has helped to lower oil prices. The problem from here is restocking inventories without having the opposite effect on oil prices.

Patrick Yanke
On this slide, the red dots show how far the S&P 500 fell in a particular year. The bar shows where the index finished the year.
Through the last 43 years, the average intra-year drop in the S&P 500 has been just over 14%. This means the average investor should expect to see their portfolio down about 14% or more during any given year. The positive returns over this time have been made by staying consistent through difficult markets. Three-fourths of the time, the market finished positive despite the intra-year troughs. Patience has been key.
Two things are important to note on this chart…
	1.	The market almost never ends at its bottom—even last year. Selling into a panic can cause an investor to only experience the worst of the market without experiencing the recovery.
	2.	Being down during the year doesn’t mean the year will end negatively. Nearly every year shown has a period of time that is negative. Three-fourths of all of these years ends positively. Selling into a panic can also mean avoiding the gains that build portfolios over time.



S&P intra-year declines vs. calendar year returns
Despite average intra-year drops of 14.2%, annual returns were positive in 33 of 44 years
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On this slide, the red dots show how far the S&P 500 fell in a particular year. The bar shows where the index finished the year.

Through the last 43 years, the average intra-year drop in the S&P 500 has been just over 14%. This means the average investor should expect to see their portfolio down about 14% or more during any given year. The positive returns over this time have been made by staying consistent through difficult markets. Three-fourths of the time, the market finished positive despite the intra-year troughs. Patience has been key.

Two things are important to note on this chart…

	1.	The market almost never ends at its bottom—even last year. Selling into a panic can cause an investor to only experience the worst of the market without experiencing the recovery.

	2.	Being down during the year doesn’t mean the year will end negatively. Nearly every year shown has a period of time that is negative. Three-fourths of all of these years ends positively. Selling into a panic can also mean avoiding the gains that build portfolios over time.
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This slide shows the benefit of participating in the equity markets for the long-term.

On the left, we can see the result of avoiding the worst days in the markets over the last 20 years. I like to read this chart from right to left. If you remained fully invested in the S&P 500 over the last 20 years, you experienced an average annual return of 7.5%. If there was some way to miss the 5 worst days of the last 20 years, your return would be over 10%/yr. Missing the best 10 days makes your average annual return higher than 12%/yr… and it goes on from there until you miss out on just the 20 worst days and see an average annual return of 15.4%/yr.

Now, let’s look at the other side. If you missed the 5 best days of the last 20 years, your 7.% average annual return becomes 4.3%. By the time you miss the best 20 days of the last 20 years, you have no return to show for 20 years of investing.

What’s the moral to this story? The greatest risk to a portfolio isn’t in avoiding the worst days, it’s missing out on the best days. Staying invested even in trying times has been the engine of growth historically. Trying to avoid bad days means you may also miss out on the best days because the best days usually follow the worst. Make sure you have good investment management and then let them do their jobs in good times and bad.



Fixed income:
The Bloomberg 1-3 Month U.S. Treasury Bill Index includes all publicly issued zero-coupon US Treasury Bills that 
have a remaining maturity of less than 3 months and more than 1 month, are rated investment grade, and have $250 
million or more of outstanding face value. In addition, the securities must be denominated in U.S. dollars and must be 
fixed rate and non convertible.
The Bloomberg Global High Yield Index is a multi-currency flagship measure of the global high yield debt market.
The index represents the union of the US High Yield, the Pan-European High Yield, and Emerging Markets (EM) Hard
Currency High Yield Indices. The high yield and emerging markets sub-components are mutually exclusive. Until
January 1, 2011, the index also included CMBS high yield securities.
The Bloomberg Municipal Index: consists of a broad selection of investment-grade general obligation and revenue 
bonds of maturities ranging from one year to 30 years. It is an unmanaged index representative of the tax-exempt 
bond market.
The Bloomberg US Dollar Floating Rate Note (FRN) Index provides a measure of the U.S. dollar denominated 
floating rate note market.
The Bloomberg US Corporate Investment Grade Index is an unmanaged index consisting of publicly issued US 
Corporate and specified foreign debentures and secured notes that are rated investment grade (Baa3/BBB or higher) 
by at least two ratings agencies, have at least one year to final maturity and have at least $250 million par amount 
outstanding. To qualify, bonds must be SEC-registered.
The Bloomberg US High Yield Index covers the universe of fixed rate, non-investment grade debt. Eurobonds and 
debt issues from countries designated as emerging markets (sovereign rating of Baa1/BBB+/BBB+ and below using 
the middle of Moody’s, S&P, and Fitch) are excluded, but Canadian and global bonds (SEC registered) of issuers in 
non-EMG countries are included.
The Bloomberg US Mortgage Backed Securities Index is an unmanaged index that measures the performance of 
investment grade fixed-rate mortgage backed pass-through securities of GNMA, FNMA and FHLMC.
The Bloomberg US TIPS Index consists of Inflation-Protection securities issued by the U.S. Treasury.
The J.P. Morgan Emerging Market Bond Global Index(EMBI)includes U.S. dollar denominated Brady bonds, 
Eurobonds, traded loans and local market debt instruments issued by sovereign and quasi-sovereign entities.
The J.P. Morgan Domestic High Yield Index is designed to mirror the investable universe of the U.S. dollar domestic 
high yield corporate debt market. 
The J.P. Morgan Corporate Emerging Markets Bond Index Broad Diversified (CEMBI Broad Diversified) is an 
expansion of the J.P. Morgan Corporate Emerging Markets Bond Index (CEMBI). The CEMBI is a market 
capitalization weighted index consisting of U.S. dollar denominated emerging market corporate bonds. 
The J.P. Morgan Emerging Markets Bond Index Global Diversified (EMBI Global Diversified) tracks total returns 
for U.S. dollar-denominated debt instruments issued by emerging market sovereign and quasi-sovereign entities: 
Brady bonds, loans, Eurobonds. The index limits the exposure of some of the larger countries.
The J.P. Morgan GBI EM Global Diversified tracks the performance of local currency debt issued by emerging 
market governments, whose debt is accessible by most of the international investor base.
The U.S. Treasury Index is a component of the U.S. Government index. 

All indexes are unmanaged and an individual cannot invest directly in an index. Index returns do not
include fees or expenses.
Equities:
The Dow Jones Industrial Average is a price-weighted average of 30 actively traded blue-chip U.S. stocks.
The MSCI ACWI (All Country World Index) is a free float-adjusted market capitalization weighted index that is
designed to measure the equity market performance of developed and emerging markets.
The MSCI EAFE Index(Europe, Australasia, Far East)is a free float-adjusted market capitalization index that is
designed to measure the equity market performance of developed markets, excluding the US & Canada.
The MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed to
measure equity market performance in the global emerging markets.
The MSCI Europe Index is a free float-adjusted market capitalization index that is designed to measure
developed market equity performance in Europe.
The MSCI Pacific Index is a free float-adjusted market capitalization index that is designed to measure equity
market performance in the Pacific region.
The Russell 1000 Index® measures the performance of the 1,000 largest companies in the Russell 3000.
The Russell 1000 Growth Index® measures the performance of those Russell 1000 companies with higher
price-to-book ratios and higher forecasted growth values.
The Russell 1000 Value Index® measures the performance of those Russell 1000 companies with lower price-
to-book ratios and lower forecasted growth values.
The Russell 2000 Index® measures the performance of the 2,000 smallest companies in the Russell 3000
Index.
The Russell 2000 Growth Index® measures the performance of those Russell 2000 companies with higher
price-to-book ratios and higher forecasted growth values.
The Russell 2000 Value Index® measures the performance of those Russell 2000 companies with lower price-
to-book ratios and lower forecasted growth values.
The Russell 3000 Index® measures the performance of the 3,000 largest U.S. companies based on total market
capitalization.
The Russell Midcap Index® measures the performance of the 800 smallest companies in the Russell 1000
Index.
The Russell Midcap Growth Index ® measures the performance of those Russell Midcap companies with
higher price-to-book ratios and higher forecasted growth values. The stocks are also members of the Russell
1000 Growth index.
The Russell Midcap Value Index ® measures the performance of those Russell Midcap companies with lower
price-to-book ratios and lower forecasted growth values. The stocks are also members of the Russell 1000 Value
index.
The S&P 500 Index is widely regarded as the best single gauge of the U.S. equities market. The index includes
a representative sample of 500 leading companies in leading industries of the U.S. economy. The S&P 500
Index focuses on the large-cap segment of the market; however, since it includes a significant portion of the total
value of the market, it also represents the market.
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Other asset classes:
The Alerian MLP Index is a composite of the 50 most prominent energy Master Limited Partnerships (MLPs) that provides 
investors with an unbiased, comprehensive benchmark for the asset class.
The Bloomberg Commodity Index and related sub-indices are composed of futures contracts on physical commodities and 
represents twenty two separate commodities traded on U.S. exchanges, with the exception of aluminum, nickel, and zinc
The Cambridge Associates U.S. Global Buyout and Growth Index® is based on data compiled from 1,768 global (U.S. & ex 
–U.S.) buyout and growth equity funds, including fully liquidated partnerships, formed between 1986 and 2013.
The CS/Tremont Hedge Fund Index is compiled by Credit Suisse Tremont Index, LLC. It is an asset-weighted hedge fund 
index and includes only funds, as opposed to separate accounts. The Index uses the Credit Suisse/Tremont database, which 
tracks over 4500 funds, and consists only of funds with a minimum of US$50 million under management, a 12-month track 
record, and audited financial statements. It is calculated and rebalanced on a monthly basis, and shown net of all performance 
fees and expenses. It is the exclusive property of Credit Suisse Tremont Index, LLC.
The HFRI Monthly Indices (HFRI) are equally weighted performance indexes, utilized by numerous hedge fund managers as a 
benchmark for their own hedge funds. The HFRI are broken down into 4 main strategies, each with multiple sub strategies. All 
single-manager HFRI Index constituents are included in the HFRI Fund Weighted Composite, which accounts for over 2200 
funds listed on the internal HFR Database.
The NAREIT EQUITY REIT Index is designed to provide the most comprehensive assessment of overall industry performance, 
and includes all tax-qualified real estate investment trusts (REITs) that are listed on the NYSE, the American Stock Exchange 
or the NASDAQ National Market List.
The NFI-ODCE, short for NCREIF Fund Index -Open End Diversified Core Equity, is an index of investment returns reporting 
on both a historical and current basis the results of 33 open-end commingled funds pursuing a core investment strategy, some 
of which have performance histories dating back to the 1970s. The NFI-ODCE Index is capitalization-weighted and is reported 
gross of fees. Measurement is time-weighted.
Definitions:
Investing in alternative assets involves higher risks than traditional investments and is suitable only for sophisticated investors. 
Alternative investments involve greater risks than traditional investments and should not be deemed a complete investment 
program. They are not tax efficient and an investor should consult with his/her tax advisor prior to investing. Alternative 
investments have higher fees than traditional investments and they may also be highly leveraged and engage in speculative 
investment techniques, which can magnify the potential for investment loss or gain. The value of the investment may fall as well
as rise and investors may get back less than they invested.
Bonds are subject to interest rate risks. Bond prices generally fall when interest rates rise.
Investments in commodities may have greater volatility than investments in traditional securities, particularly if the instruments 
involve leverage. The value of commodity-linked derivative instruments may be affected by changes in overall market 
movements, commodity index volatility, changes in interest rates, or factors affecting a particular industry or commodity, such 
as drought, floods, weather, livestock disease, embargoes, tariffs and international economic, political and regulatory 
developments. Use of leveraged commodity-linked derivatives creates an opportunity for increased return but, at the same 
time, creates the possibility for greater loss.
Derivatives may be riskier than other types of investments because they may be more sensitive to changes in economic or 
market conditions than other types of investments and could result in losses that significantly exceed the original investment. 
The use of derivatives may not be successful, resulting in investment losses, and the cost of such strategies may reduce 
investment returns. 
Distressed Restructuring Strategies employ an investment process focused on corporate fixed income instruments, primarily 
on corporate credit instruments of companies trading at significant discounts to their value at issuance or obliged (par value) at 
maturity as a result of either formal bankruptcy proceeding or financial market perception of near term proceedings.

Investments in emerging markets can be more volatile. The normal risks of investing in foreign countries are heightened when 
investing in emerging markets. In addition, the small size of securities markets and the low trading volume may lead to a lack of 
liquidity, which leads to increased volatility. Also, emerging markets may not provide adequate legal protection for private or 
foreign investment or private property.
The price of equity securities may rise, or fall because of changes in the broad market or changes in a company’s financial 
condition, sometimes rapidly or unpredictably. These price movements may result from factors affecting individual companies, 
sectors or industries, or the securities market as a whole, such as changes in economic or political conditions. Equity securities 
are subject to “stock market risk” meaning that stock prices in general may decline over short or extended periods of time.
Equity market neutral strategies employ sophisticated quantitative techniques of analyzing price data to ascertain information 
about future price movement and relationships between securities, select securities for purchase and sale. Equity Market 
Neutral Strategies typically maintain characteristic net equity market exposure no greater than 10% long or short.
Global macro strategies trade a broad range of strategies in which the investment process is predicated on movements in 
underlying economic variables and the impact these have on equity, fixed income, hard currency and commodity markets.
International investing involves a greater degree of risk and increased volatility. Changes in currency exchange rates and 
differences in accounting and taxation policies outside the U.S. can raise or lower returns. Some overseas markets may not be
as politically and economically stable as the United States and other nations.
There is no guarantee that the use of long and short positions will succeed in limiting an investor's exposure to domestic 
stock market movements, capitalization, sector swings or other risk factors. Using long and short selling strategies may have
higher portfolio turnover rates. Short selling involves certain risks, including additional costs associated with covering short
positions and a possibility of unlimited loss on certain short sale positions.
Merger arbitrage strategies which employ an investment process primarily focused on opportunities in equity and equity 
related instruments of companies which are currently engaged in a corporate transaction.
Mid-capitalization investing typically carries more risk than investing in well-established "blue-chip" companies. Historically, 
mid-cap companies' stock has experienced a greater degree of market volatility than the average stock.
Price to forward earnings is a measure of the price-to-earnings ratio (P/E) using forecasted earnings. Price to book value 
compares a stock's market value to its book value. Price to cash flow is a measure of the market's expectations of a firm's 
future financial health. Price to dividends is the ratio of the price of a share on a stock exchange to the dividends per share 
paid in the previous year, used as a measure of a company's potential as an investment.
Real estate investments may be subject to a higher degree of market risk because of concentration in a specific industry, sector 
or geographical sector. Real estate investments may be subject to risks including, but not limited to, declines in the value of real 
estate, risks related to general and economic conditions, changes in the value of the underlying property owned by the trust and
defaults by borrower.
Relative Value Strategies maintain positions in which the investment thesis is predicated on realization of a valuation 
discrepancy in the relationship between multiple securities. 
Small-capitalization investing typically carries more risk than investing in well-established "blue-chip" companies since smaller 
companies generally have a higher risk of failure. Historically, smaller companies' stock has experienced a greater degree of
market volatility than the average stock.
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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 II, the JPM Market Insights and Portfolio Insights programs are marketing communications and are not in scope for any MiFID II / 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, nor is 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 entities, as the case may be. In Canada, for institutional clients’ use only, by JPMorgan Asset Management (Canada) Inc., which is a registered Portfolio Manager and Exempt Market Dealer in all Canadian 
provinces and territories except the Yukon and is also registered as an Investment Fund Manager in British Columbia, Ontario, Quebec and Newfoundland and Labrador. In the United Kingdom, by JPMorgan Asset Management 
(UK) Limited, which is authorized and regulated by the Financial Conduct Authority; in other European jurisdictions, by JPMorgan Asset Management (Europe) S.à r.l. In Asia Pacific (“APAC”), by the following issuing entities and in 
the respective jurisdictions in which they are primarily regulated: JPMorgan Asset Management (Asia Pacific) Limited, or JPMorgan Funds (Asia) Limited, or JPMorgan Asset Management Real Assets (Asia) Limited, each of which 
is regulated by the Securities and Futures Commission of Hong Kong; JPMorgan Asset Management (Singapore) Limited (Co. Reg. No. 197601586K), this advertisement or publication has not been reviewed by the Monetary 
Authority of Singapore; JPMorgan Asset Management (Taiwan) Limited; JPMorgan Asset Management (Japan) Limited, which is a member of the Investment Trusts Association, Japan, the Japan Investment Advisers Association, 
Type II Financial Instruments Firms Association and the Japan Securities Dealers Association and is regulated by the Financial Services Agency (registration number “Kanto Local Finance Bureau (Financial Instruments Firm) No. 
330”); in Australia, to wholesale clients only as defined in section 761A and 761G of the Corporations Act 2001 (Commonwealth), by JPMorgan Asset Management (Australia) Limited (ABN 55143832080) (AFSL 376919). For all 
other markets in APAC, to intended recipients only.
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Patrick Yanke
Bear in mind that financial planning isn’t done in presentations. It should be a personal conversation on individual, specific financial needs and goals. I’m happy to work with you to answer questions and develop better plans. The information in this presentation is generic for the average investor. It’s up to each investor to apply the information to their own situation.

If you know of organizations that would benefit from this presentation, please spread the word. I’m happy to make arrangements.

This concludes the recorded portion the presentation.

I welcome your questions now or by phone or email later.


