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Global Perspectives

U.S. Manufacturing
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The latest U.S. manufacturing report shows the highest level of manufacturing shipments and industrial production S
ever. 3
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Global Perspectives |

Consumer as Game Changer ™
>
o
At about 70% of GDP, the U.S. consumer is the game changer in the economic recovery. Consumption, income and | =
retail sales have achieved all-time highs. 3
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Global Perspectives

Tectonic Shift: Trade

Economic growth fuels demand for imports, aggravating the trade deficit, which hit a 10-year low in the great

recession as demand dwindled. Exports have since expanded, reaching their highest level ever.
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MARKET
INSIGHTS

S&P 500 Earnings Per Share
Operating basis, quarterly
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Source: BEA, Standard & Poor’s, Compustat, J.P. Morgan Asset Management.
EPS levels are based on operating earnings per share. *Most recently available data is 4Q13 as 1Q14 are Standard & Poor’s preliminary estimates.

Past performance is not indicative of future returns.
Guide to the Markets — U.S.
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MARKET : e
Nieeane Economic Growth and the Composition of GDP
Real GDP Components of GDP
Year-over-year % chg 1Q14 nominal GDP, trillions USD
10% - . :
° . Real GDP 1Q14 $18 A 3.2% Houslng
() .
QoQ % chg: -2.9%
$14 -
6% 18.3% Gov’t Spending
Average: |
3.0% 12
4%
! 10 |
T
2% $8
0% $6 1 68.9% Consumption
Expansion $4 -
i Average:
2% 2.1%
$2
-4% -
$0
-3.1% Net Exports
-6% - T T T T T T T T -$2 -

T
'65 70 75 ‘80 ‘85 ‘90 '95 ‘00 '05 '10
Source: BEA, FactSet, J.P. Morgan Asset Management.

Values may not sum to 100% due to rounding. Quarter over quarter percent changes are at an annualized rate. Average represents the annualized growth rate for the
full period and the period starting in the second quarter of 2009.

Guide to the Markets — U.S.

Data are as of 6/30/14. J P Morgan
17 Asset Management




MARKET

INSIGHTS Employment

Civilian Unemployment Rate
Seasonally adjusted
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Recent Job
Growth

The last 6 months strongest six |
month period of payroll gains
since 2006

First time since 1997 that
employers added 200,000 or
more jobs in six consecutive

months.
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On Top of the Market | the Lanor Force May Continue to Shrink as o 12:31/2013

FOURTH QUARTER 2013
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= The Labor Force Participation Rate, the ratio of the labor force divided =~ ® Emergency federal unemployment benefits in place since the financial

by the total population, has declined to 62.8% since its peak in 2000 at crisis in 2008 will be cut-off for 1.3 million jobless Americans as a result
67%, reflecting a greater number of discouraged workers, retirees, and of the budget deal passed by Congress in December. Unless Congress
students. The decline in the unemployment rate may be augmented by renews these benefits, the labor participation rate, already at a 37-

this decline in the labor supply. Discouraged workers are individuals year low, may sink further, and consumer spending may drop. Some
who are 16 years and older and are able to work, but for some reason, proponents argue cutting-off these emergency unemployment benefits
are discouraged and stopped looking for work. may motivate the long-term unemployed to find a job.

SOURCE: FactSet, Dept of Labor
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Global Perspectives

Tectonic Shift: Energy

The abundance of natural gas in North America and the ability to extract oil from shale are changing the global
energy landscape. The IEA recently forecast that the U.S. will be the world’s largest oil producer by 2020.
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Sources of Energy in
U.S. Manufacturing

Natural Gas: 27%

Electricity: 13%
Liquefied

Petroleum: 11%
Coal: 8%
Fuel Oil: 2%
Other : 39%

Note: Oil Prices are West Texas Intermediate light crude spot price (NYMEX).

Source: Advanced Resources, SPE/Holditch Nov 2002 Hill 1999, Cain, 1994 Hart Publishing, 2008 modified from Ziff Energy Group
Source: U.S. Dept of Energy, FactSet

Source: Census Bureau, http://upload.wikimedia.org/wikipedia/commons/b/b4/Plate_tectonics_map.gif
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The Global
Economy

The Continuing
Story....




Global Perspectives ~4

World Economy — Gross Domestic Product (GDP)

Global economic growth has nearly doubled in the last decade and increased by nearly one third since the peak just
before the Great Recession and credit crisis.
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2003 2007 2013
% of World GDP $37.9 Trillion $56.4 Trillion $73.4 Trillion

United States

Emerging and

Developing Economies 2 28 38

Source: International Monetary Fund (IMF) as of 2013
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Global Perspectives

Global Consumer

Global household consumption of goods and services has increased 100% in the last decade. The consumer
contribution to global expansion is prodigious. Emerging markets now account for more than 50% of auto sales.
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Automobile Sales (84.7 million units 2012)
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MARKET :
e Demographics and Development
The Impact of Urbanization Demographic Snapshot
Urbanization ratios and GDP per capita (current USD), 1961 — 2012
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Global Perspectives

Developing Markets Drive Growth

World GDP accelerated in the last decade, supported by the largest emerging markets, which now out-produce the
largest developed economies, where generally higher debt levels hinder economic growth.
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Gross Government Debt to GDP
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Interest Rates

—

Nowhere to Go
But Up!




200+ Years of United States Interest Rates
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FUSTI0Y 10-Year US Treasury Yield (ECD) INDX @ StockCharts.com
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200+ Years of United States Interest Rates
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INSIGHTS Sovereign Debt Stresses

GDP Growth, Gross Debt to GDP and Borrowing Costs
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Politics and
Investing

Don’t Always
MiX
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