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What Are Tariffs?

A tariff is a tax imposed by
one country’'s government on
goods and services from a
foreign country, making them
more expensive to encourage
local purchases.

For example:
A Chinese exporter

sells a pair of jeans to
a US importer for $10

Tariffimposed
The US government
imposes a 10% tariff
on Chinese products

will now have to pay $1 extra
to the federal government
for the jeans, increasing its
cost to $11

After adding expenses
and profit, the jeans
will be sold for $20

A US consumer
will most likely pay
more for the jeans

In some cases:

- the exporter absorbs
the tariff by lowering
their prices
Or

- the US business reduces
their profit margins to
keep retail prices stable
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The average effective U.S. tariff rate has been significantly lower in the last 40 years due to a combination of multilateral and regional trade agreements, economic pelicy shifts towards free trade, and the expansion of
global supply chains.
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Source: First Trust, National Bureau of Economic Research (NBER), St. Louis Fed (FRED). Data from 1790-2024. Effective Tariff Rates — The actual rate of tarifis on imports, considering both the tariff levels and the types of goods being traded.
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The US. simple average tariff rate across all imported goods is low at 3.3% compared to its top 10 trading partners. Major economies like the EU (5.0%), China (7.5%), and India (17.
these key trading partners, tariff rates vary widely due to different trade policies and economic structures,
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Simple Average Tariff Rates

Source: First Trust, World Trade Organization. 2023 data (latest available). Simple Average Tariff Rates — The average of all tariff rates applied toimported goods, calculated without weighting for trade volume.
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S§P 500 Index Year-To-Date

S&P 500: Year-To-Date

VAL
® S&P 500 (*SPX) Level  5331.37

13.2% off all-time

Hi: 6144%
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7.0% off intra-year
low hit in early April
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4800.00

4
<l

7
FOURTHOUGHT Apr 16, 2025, 10:42 AM EDT Poweredby Y CHARTS




10 Year Treasury Yield Movement

10 Year Treasury Rate: Year-To-Date

VAL
e 10 Year Treasury Rate (I:10YTR) 4.38%

Hi: 4.79%
4.75%

fell from the peak of
4.79% to 4.01%

Yields rose 37 bps
from intra-year low

Apr '25 Low: 4.01%
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Investor Confidence Waning

Consumer Sentiment Index and subsequent 12-month S&P 500 returns
120

Avg. subsequent 12-mo. 5&P 500 returns Recession -

Jan. 2000 -2.0%
10 sentiment peaks / Jan. 2 2.0%

9 sentiment troughs il Jan. 2004:
+4 4%

Jan. 2007:

f

Apr. 2020:
+43.6%

Oct. 1990: +29.1%
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Sentiment cycle tuming point and subsequent +22.2 +15.4% Jun. 2022: +17.6% 2
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Sowrce: Factiet, Standard & Poor's, University of Michigan, L.P. Morgan Asset Managament.
Pezk iz defined as the highest index value before 2 o hile a trough is defined as the lowest index value before a series of higher highs.
uent 12-month S&F 500 returns are price returns only starting from the end of the month and excduding dividends. Past performance is not a reliable

ator of current 2nd future results. J.. P h'fl O rga.ll

Guide to the Markets — U5, Data are as of April 16, 2025.
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Tariffs: The Good, the Bad and the Ugly

Bad: Trade war with China. Stagflation.

Base Case: Avoid recession, but the economy slows.

Improved: China is improved, with no recession and true
changes.

Greatly Improved: Better than feared results, economy jumps
back.




The Long-Term Perspective

World Stock Market Performance

MSCI All Country World Index & Selected Headlines from Past 12 months
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"ECB Cuts Interest Cusinesens Correction” Jolts Global Markets
Rates for First Time Worldwide®

since 2019"

“Iranian President
Ebrahim Raisi Killed in
Helicopter Crash”

Outage Grounds.,
Be L Growth Fears

"Stock Indexes
Book Records after
Inflation Eases”

LONG TERM (2000-Q1 2025)
400 f
These headlines are not offered to explain market returns. 300 . |
Instead, they serve as a reminder that investors should 200
view daily events from a long-term perspective and avoid 100 . . ";‘::t:‘i

making investment decisions based solely on the news. 2
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Source: Dimensional Fund Advisors. Graph Source: MSCI ACWI Index (net dividends), MSCI data © MSCE 2028 rights reserved. Index bevel based at 10X 2000. Indices are not avallable for direct investment. Index returns are not representative of actual

portfolios and do not reflect costs and fees associated with an actual investment. Past performance is not a guarantee of future results. Actual returns may be lower.

Source: Dimensional Fund Advisors




Stock Fundamentals - What Drives Price?

Why Do Stock Prices Move?

Share Price vs. Expected
Return
I Prices go up when profits increase.

50%

10% l Prices go down when profits fall.
20%

0% -T Prices move based on expectations about

$1 $5 $10 - the future.
Share Price

Source: Plancorp
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Drawdowns Happen!

Losses Are Normal
Growth of $1in US Stocks Through Market Drawdowns Since 1926

5%+ Drawdown — 10%+ Drawdown e 2(0%+ Drawdown
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Source: Avantis Investors. Returns data from 7/1/1926 — 3/6/2025. US Stocks sourced from the Center for Research in Security Prices (CRSP) indlude all firms incorporated in the US and listed on the NYSE, AMEX, or NASDAQ, Drawdowns are calcuiated from market peaks to
subsequent bottoms, This hypothetical situation contains assumptions that are intended for ilustrative purposes only and are not representative of the performance of soy security. There is no assurance simillar results can be achieved, and this information should not be relied
X specific recommendation 1o by | securities. Indices are not lable for direct Index returns are not representative of actual portfolios and do not reflect costs and fees associated an actual investment. Past performance is not a guarantee
of future results. Actual returns may be lower.

Source: Avantis Investors




VIX > 50 Forward Returns

Rank

Highest VIX Closes

Forward S&P 500 Total Returns

Highest VIX Closes

Forward S&P 500 Total Returns

Date ViIX

1-Year 2-Year 3-Year 4-Year

S5-Year

Rank

Date

VIX

1-Year 2-Year 3-Year 4-Year
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3/16/2020 82.69
11/20/2008 80.86
10/27/2008 80.06
10/24/2008 79.13

3/18/2020 76.45

3/17/2020 75.91

3/12/2020 75.47
11/19/2008 74.26
11/21/2008 72.67

3/19{2020 72.00
10/1772008 70.33
10/29/2008 69.96
10/10/2008 69.95
10/22/2008 69.65
10/15/2008 69.25
11/17/2008 69.15

12/1/2008 68.51
10/23/2008 67.80
11/18/2008 67.64
10/16/2008 67.61
10/28/2008 66.96
11/12/2008 66.46
11/14/2008 66.31
3/20/2020 66.04
3/27/2020 65.54
11/24/2008 64.70
3/25/2020 63.95
10/9/2008 63.92
11/6/2008 63.68
12/4/2008 63.64
12/2/2008 62.98
10/30/2008 62.90
3/24/2020 61.67
3/23/2020 61.59
11/11/2008 61.44
3/26/2020 61.00
11/25/2008 60.90

12/3/2008  60.72

69%
49%
29%
25%
66%
60%
62%

a%

20%

23%

84%
67%
46%
a42%
90%
78%
75%

54%
91%
30%
33%

74%
69%

50%

63%
66%
61%
59%

39%
a8%
2%
a8%
a4%
55%
63%
48%

130%
105%
82%
76%
132%
118%
121%
88%
92%

70%
66%
74%
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157%
168%
133%
125%
160%
142%
145%
149%
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159%
107%
111%
113%
118%
113%
135%
146%
117%
132%
106%
110%
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138%
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129%
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74
75

11/10/2008
12/5/2008
10/31/2008
11/13/2008
12/9/2008
12/8/2008
3/13/2020
10/8/2008
3/30/2020
4/1/2020
12/15/2008
1/20/2009
11/7/2008
12/11/2008
12/10/2008
11/28/2008
10/14/2008
10/13/2008
11/26/2008
11/5/2008
3/9/2020
12/12/2008
3/11/2020
10/7/2008
11/3/2008
3/31/2020
10/21/2008
10/20/2008
3/2/2009
2/23/2009
12/16/2008

10/6/2008
1/15/2009
3/3/2009
4/2/2020
3/5/2009

59.98
59.93
59.89
59.83
58.91
58.49
57.83
57.53
57.08
57.06
56.76
56.65
56.1
55.78
55.73
55.28
55.13
54.99
54.92
54.56
54.46
54.28
53.9
53.68
53.68
53.54
53.11
52.97
52.65
52.62
52.37

52.05
51
50.93
50.91
50.17

22% 39%
29% 46%
11% 29%

38%

1%
59%
24%

43%

64%
7%
60%
62%

70%

115%
130%
104%
120%
124%
121%
126%
92%
122%

Average ($VIX Above 50)
Average ($VIX Below 50)

129%
74%

Differential

55%
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Data Source: YCharts. For discussion purposes only. Not intended for external distribution.

Forward Returns After Largest
4-Day Decline

Biggest 4-Day % Declines

Forward S&P 500 Total Returns

Rank

End Date Start S&P End S&P 4-Day %

1-Year

3-Year 5-Year

1

2
3
4
5
6
7
8
9

10
11

13
14
15

10/19/1987
10/20/1987
10/9/2008
3/16/2020
3/12/2020
10/10/2008
10/7/2008
11/20/2008
10/21/1987
8/31/1998
10/22/1987

7/23/2002
10/8/2008
3/23/2020

315
305
1099
2882
2972
1057
1161
873
298
1093
283

906
1114
2529

225
237
910
2386
2481
899
996
752
258
957
248

798
985
2237

-28.5%
-22.4%
-17.2%
-17.2%
-16.5%
-14.9%
-14.2%
-13.8%
-13.3%
-12.4%
-12.2%

-12.0%
-11.6%
-11.5%

28%
24%
21%
69%
62%
22%
10%
49%

26%
11%
78%

55%
47%
36%
74%
63%
42%
24%
73%
35%
23%
41%

63%
25%
85%

119%
108%
103%
159%
144%
110%
86%

9 1 %
13%
98%

112%
88%
174%
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Bulls and Bears - Beware!

A History of Market Ups and Downs (1926-2024)

S&P 500 Index Total Returns in USD, Using a 20% Threshold for Downturns
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Economic and Investment Conditions




Components of GDP growth

Contributors to real GDP growth
Quarter-over-quarter, seasonally adjusted annualized rate

14%
2000-2024
Share of Avg. 4Q24
12% nominal GDP contribution  contribution
Consumption 68% 1.7% 2.7%
= 10% Bus. fixed investment 13% 0.4% -0.4%
g Gov't spending 19% 0.3% 0.5%
§ 8% Residential 4% 0.0% 0.2%
= Net exports -4% -0.1% 0.3%
Chg. in private inventories - 0.0% -0.8%
6% Real GDP 100% 2.2% 2.4%
4.4%
4%
2%
0%
-2%
-4%

2Q21 3Q21 4Q21 1Q22 2Q22 3Q22 4Q22 1Q23 2Q23 3Q23 4Q23 1Q24 2Q24 3Q24  4Q24

Source: BEA, FactSet, J.P. Morgan Asset Management.
Guide to the Markets — U.S. Data are as of March 31, 2025.




Consumer Finances

Consumer balance sheet
4Q24, USD trillions, not seasonally adjusted

$200
Total assets: $190.2tn
$180
. 0
$160 Homes: 27%
-
£
=
= $140
E Other tangible: 5%
$120 Deposits: 8%
$100 Pension funds: 17%
$80 Other non-revolving: 2%
Revolving*: 6%
$60 Auto loans: 8%
Other liabilities: 10%
Student loans: 9%
$40 Other financial assets: 43%
Total liabilities: $20.8tn
$20
Mortgages: 66%
$0

Assets Liabilities

Source: FactSet, FRB, J.P. Morgan Asset Management; (Top and bottom right) BEA.

Household debt service ratio

Debt payments as % of disposable personal income, SA
18%

4Q07: 15.8%

16%
149% | 1980
12.4% 1Q25**:
12%
10%
8% T T T T T T T T 1
‘80 ‘85 '90 '95 '00 '05 10 15 '20 '25
Flows into early delinquencies
% of balance delinquent 30+ days
20%
Loans 4Q24
Auto loans 8.1%
15% Credit cards 9.0%
Student loans 0.9%
Mortgages
10%
5%
0% T T T T T T T T r r
‘03 05 07 09 11 13 15 17 '19 21 23

Data include households and nonprofit organizations. SA — seasonally adjusted. *Revolving includes credit cards. Values may not sum to 100% due to rounding. **1Q25 figures for debt service ratio are

J.P. Morgan Asset Management estimates. Household debt service ratio data from 1Q80 to 4Q04 are J.P. Morgan Asset Management estimates. Due to the moratorium on delinquent student loan
payments being reported to credit bureaus, missed federal student loan payments were not reported until 4Q24.
Guide to the Markets — U.S. Data are as of March 31, 2025.




Inflation Components

Contributors to headline CPI inflation
Contribution to y/y % change in CPI, non-seasonally adjusted
10% Jun.2022: 9.1%

50-yr.avg. Feb.2025 Mar.2025
Headline CPI 3.7% 2.8% 2.4%

v
8% Core CPI 3.7% 3.1% 2.8% Il Dining, recreationand other svcs.
Headline PCE deflator 3.2% 2.5% - | B Auto insurance

B Energy [l Food at home
[l Shelter M Core goods

9%

7% Core PCE deflator 3.2% 2.8% -

6%

z
=
S
=
=]
)
<3

5%

Mar. 2025: 2.4%

|

4%

3%

2% - I
1%
0% . I - il |

L
|

-2%
Jan'18 Jul'18 Jan'19 Jul'19 Jan'20 Jul'20 Jan'21 Jul21 Jan'22 Jul22 Jan'23 Jul23 Jan'24 Jul'24 Jan'25

Source: BLS, FactSet, J.P. Morgan Asset Management. Contributions mirror the BLS methodology on Table 7 of the CPI report. Values may not sum to headline CPI figures due to rounding and
underlying calculations. “Shelter” includes owners’ equivalent rent, rent of primary residence and home insurance. “Food at home” includes alcoholic beverages.

Guide to the Markets — U.S. Data are as of April 16, 2025




Unemployment and Wages

Civilian unemployment rate and year-over-year wage growth
Private production and non-supenisory workers, seasonally adjusted, percent

16%
14% 50-year avg.
Unemployment rate 6.1%

. Wage growth 3.9%
£ 12%
S Nov. 1982:10.8%
g Oct. 2009: 10.0%
= 10%

May 1975:9.0%

Jun. 1992:7.8%
8%
’ Jun. 2003: 6.3%

6% (VW' "W % — - W 7T T =XN_ T T T T TN

Apr. 2020: 14.8%
®

Mar. 2022:
7.0%

A% |o= o= o= o= o= o= o= e A
2%
Feb. 2025:4.1%
Feb. 2025:4.1%
O% T T T T T T

‘74 '76 '78 '80 '82 '84 '86 '88 '90 '92 '94 '96 '98 '00 '02 '04 '0O6 '08 '10 '12 '14 '16

Source: BLS, FactSet, J.P. Morgan Asset Management. Private production and non-supervisory jobs represent just over 80% of total private nonfarm jobs.
Guide to the Markets — U.S. Data are as of March 31, 2025.
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Fixed Income

The Fed and Interest Rates

Federal funds rate expectations
FOMC and market expectations for the federal funds rate

8%

FOMC March 2025 forecasts

Percent

Long

7% 2025 2026 2027

Change in real GDP, 4Q to 4Q 1.7 1.8 1.8 1.8

Unemploymentrate, 4Q 4.4 43 4.3 4.2
6% Headline PCE inflation, 4Q to 4Q 2.7 2.2 2.0 2.0

Core PCE inflation, 4Q to 4Q 2.8 2.2 2.0
5% == [ederal funds rate

€ FOMC year-end estimates 4.38%
" € Marketexpectations . 3.90%
0 € FOMC long-run projection* ’
3.60% "0.3.38% 3.44%
Range of market expectations since Dec. '24 SEP K .-‘
3.40% '-0
3%
° 3100 ®
3.00%
2%
1%
0% T T T T T T T T T 1
'93 '96 '99 '02 '05 '08 '11 '14 '17 '23 '26  Longrun

Source: Bloomberg, FactSet, Federal Reserve, J.P. Morgan Asset Management.
Market expectations are based off of USD Overnight Index Swaps. *Long-run projections are the rates of growth, unemployment and inflation to which a policymaker expects the economy to converge
over the next five to six years in absence of further shocks and under appropriate monetary policy. Forecasts are not a reliable indicator of future performance. Forecasts, projections and other forward-

looking statements are based upon current beliefs and expectations. They are for illustrative purposes only and serve as an indication of what may occur. Given the inherent uncertainties and risks
associated with forecasts, projections or other forward-looking statements, actual events, results or performance may differ materially from those reflected or contemplated.
Guide to the Markets — U.S. Data are as of March 31, 2025.




Stock Market Valuation

S&P 500 P/E Ratio - Year-To-Date Daily

5027.85 -46.23 -0.91% 10:28:19 AM VWAP: High: 22.47 Low: 18.32 Chg: -15.22% 23.0
S&P 500 - PE -NTM :

22.5

22.0

215
21.0
20.5
20.0

19.5

19.0

15% drop in PE multiple
for the S&P 500 this year

18.0
1/6 113 1/20 1127 2/3 2/10 2117 2/24 313 3/10 317 3/24 3/31 417

Source: FactSet Global Research



Q1S§P 500: Index Coneentration and Valuations

P/E ratio of the top 10 and remaining stocks in the S&P 500 Weight of the top 10 stocks in the S&P 500

Next 12 months, 1996 - present % of market capitalization of the S&P 500
44x 44%
Dec. 31, 2024: 38.7%
Current Average %of avg. 40%
Top 10 29.8x 20.6x 145% 36%
% 30x Remaining stocks 18.2x 15.7x 115% 32%
o S&P 500 21.5x 16.6x 129%
= 28%
-
=2
3] 24%
34x
20%
16%
29)( 12% T T T T T T T T T T T T T T
‘96 98 '00 '02 '04 '06 '08 '10 '12 '14 '16 '18 20 22 24
Economic concentration in the S&P 500

24x % of S&P 500 metric, 3Q24
50%
41% H Top 10
40%
19x 0%
30%
14x 20%
10%
0%
ox ' ' ' ' ' ' ' ' ' ' ' ' ' ' R&D Free Cash  Operating Capex Sales Employees
'96 '98 '00 '02 '04 '06 '08 '10 '12 '14 'l6 '18 20 22 24 Expense Elow Income

Source: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. The top 10 S&P 500 companies are based on the 10 largest index constituents at the beginning of each quarter. As of 12/31/2024,
the top 10 companies in the index were AAPL (7.6%), NVDA (6.6%), MSFT (6.3%), AMZN (4.1%), GOOGL/GOOG (4.0%), META (2.6%), TSLA (2.3%), AVGO (2.2%), BRK.B (1.7%) and JPM (1.4%).

The remaining stocks represent the rest of the 492 companies in the S&P 500.
Guide to the Markets — U.S. Data are as of December 31, 2024.




P/E of the top 10 and remaining stocks in the S&P 500

Next 12 months, 1996 - present

02 S§P 500: Index Concentration and Valuations

Weight of the top 10 stocks in the S&P 500

% of market capitalization of the S&P 500
40%

44x Mar. 31, 2025: 35.0%
Current Average %of avg. 36%
Top 19 . 24.4x 20.6x 1182/0 32%
7 30x Remaining stocks 18.3x 15.8x 116%
.E S&P 500 20.2x 16.7x 121% 28%
omm
g 24%
<3}
34x 20%
16%
29X 12% T T T T T T T T T T T T T T
'96 '98 '00 '02 '04 '06 '08 '10 '12 '14 '16 '18 '20 22 24
Economic concentration in the S&P 500
24x % of S&P 500 metric, 4Q24
M Top 10
29%
19x 30%
0,
23% 22%
20% 15%
0,
14x 13%
- l
0% T T T T T
X ' ' ' ' ' ' ' ' ' ' ' ' ' ' R&D Operating Capex Free Cash Sales Employees
'96 '98 '00 ‘02 '04 '06 '08 10 '12 "14 '16 '18 20 22 24 Expense Income Flow

Source: FactSet, Standard & Poor’s, J.P. Morgan Asset Management. The top 10 S&P 500 companies are based on the 10 largest index constituents at the beginning of each quarter. As of 3/31/2025,
the top 10 companies in the index were AAPL (7.0%), MSFT (5.9%), NVDA (5.6%), AMZN (3.8%), GOOGL/GOOG (3.4%), META (2.7%), BRK.B (2.1%), AVGO (1.7%), TSLA (1.5%), and JPM (1.4%).

The remaining stocks represent the rest of the 492 companies in the S&P 500.
Guide to the Markets — U.S. Data are as of March 31, 2025.




Sources of Earnings Growth and Profit Margins

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
70% 14%
Share of EPS growth 2025 Avg.'01-'24 .
<4— Recession
60% Margin 6.3% 3.0% 13%
Revenue 4.8% 4.1%
wn
= Share count -0.1% 0.2% 12%
0, 0
= 50% Total EPS 11.0% 7.3% 48%
-
E 41%
'27F: 11%
40% $344
'26F:
$308
10%
30%
9%
20% 15%
149%15% 14% 8%
10%11% 0 12%
10%

6% 6%

7%
0%
6%
-10%
5%
16%
20% * . . ._16%. ' . . ‘ . ' . . ‘ 4% : ' : . . . .
o1 03 05 07 09 ‘11 13 15 17 19 21 23 25 27 02 05 08 11 ‘14 17 20 23

Source: Compustat, FactSet, Standard & Poor’s, J.P. Morgan Asset Management.
Historical EPS levels are based on annual pro forma earnings per share. 2025, 2026 and 2027 EPS growth are based on consensus analyst estimates for each calendar year. Past performance is not

indicative of future returns.
Guide to the Markets — U.S. Data are as of March 31, 2025.




Reacting Can Hurt Performance
Performance of the S&P 500 Index, 1990-2024

Missing only a few days of
strong returns can drastically
i impact overall performance
Missed Missed Missed Missed
1 Best S Best 15 Best 25 Best Mont

{')u) \'y'iu';(w Davs \J‘l\\.]!" ;’).1,'. Single Davys

Growth of $1,000

Annualized 10.60% 10.26% 9.16% 7.30% 5.81% 2.68%
Compound Return

ource: Dimensional Fund Advisors. SEP data © 2025 SEP Dow Jones Indices LLC, a diversion of S&P Globa ISD. "One-Month UST-8 the 1A SBSI US 30 Day Thilll TR USD, provided by Ibbotson Associates via M gstar Direct. Data is calculated off rounded dally index
dlues. For illustrative purposes, The missed best day(s) examples assume that the hypothetical portfolio fully divested its holdings at the end of the day before the missed best dayls), held cash for the missed best day and reinvested the entire portfolio in the SEP S00 at the
| he missed best day(s) ¢ e missed best day(s) were calculated by substhh g act L j best d with 2000, Indices are not available for direct investment. Index returns are not representative of actual portfolios and do not

eturns ¢ w t by substituting actusl returns for the missed ¢ ¥
reflect costs and fees associated an actual investment. Past performance is not a guarantee of future results. Actual returns may be lower.

Why Guardrails Are Important




Guiding
Principles

We are skeptical of man’s
ability to predict the
future. We believe that
most investors measure
the wrong things. You
know how to invest if
you simply trust what
you already know.

No Man

is God

Don’t time the
market.

Don’t think
someone is smarter
or has a better
computer.

Don't spend your
principal.

Remember, dollar
cost averaging
works in reverse.

The Tortoise

And the Hare

Invest, don’t
speculate.

Value matters.

Prepare for
The Flood

Black swans
exist.

Floods happen
personally and
geopolitically.
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