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Outlook 2026: What we thought

Position for the 

A.I. Revolution

A.I. has delivered for investors. Now you 

must consider a phase where froth is 

building, and disruption could have 

consequences. 

Think Fragmentation, 

Not Globalization

The global economy is being reconfigured 

by a fundamental shift that prioritizes 

reliability and security over efficiency. 

Look for investment opportunities where 

security, energy, and supply-chains converge.

Own: Gold, Global Industrials, Security, 

National Champions, Natural Resources, India

Avoid: Manufacturing Exporters, The Euro

Prepare for 

Inflation’s Structural Shift

We expect a higher floor for inflation, with 

more volatility. It is once again a central 

variable for portfolio construction and an 

even greater risk to wealth.

Plan with intent to maintain purchasing power 

and diversify into real assets.

Own: Infrastructure, Hedge Funds, Hybrid Capital, 

EM Corporate Debt, Financials

Avoid: Cash, Long-Term Sovereign Debt

Investment Implications

Capture the upside of this transformation while 

avoiding the risks of over-exuberance.

Own: Hyperscalers, Semiconductors, Power, 

Applications in Private Markets, Select China Tech

Avoid: Small Cap, Legacy Software as a Service
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What we got: Demand for AI is outstripping supply

Sources: (LHS) EpochAI, Google internal disclosures. Data as of August 2026. Note: AI bottleneck capex uses the constituents of the J.P. Morgan AI bottleneck basket.

Token demand is rising much faster than computing supply…
Growth since 2024 of token processing, data center capacity, and AI bottleneck capex

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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What we got: Demand for AI is outstripping supply

Sources: (LHS) EpochAI, Google internal disclosures. Data as of August 2026. Note: AI bottleneck capex uses the constituents of the J.P. Morgan AI bottleneck basket. (RHS) Bloomberg Finance L.P. Data as of September 29, 2026. Note: 

Semiconductors = J.P. Morgan iDex U.S. Semiconductors Index; AI bottlenecks = J.P Morgan AI Bottlenecks basket (including companies like Marvell, Credo Technology, Corning, Eaton, and Sandisk). 

…therefore, computing capacity bottlenecks have outperformed
YTD performance index (Jan 1, 2026 = 100)

Token demand is rising much faster than computing supply…
Growth since 2024 of token processing, data center capacity, and AI bottleneck capex

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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What we got: The conflict in Iran exacerbates global energy and defense fragility

Defense inventories and energy supply chains are pinched…
Patriot Missile inventories and vessel crossings through the Strait of Hormuz
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Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 

Sources: (LHS) CSIS, Bloomberg Finance L.P. Data as of August 5, 2026. 
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What we got: The conflict in Iran exacerbates global energy and defense fragility

Sources: (LHS) CSIS, Bloomberg Finance L.P. Data as of August 5, 2026. (RHS) Bloomberg Finance L.P. Data as of September 29, 2026. Note: AB SICAV I - Security of the Future Portfolio is a SICAV fund incorporated in Luxembourg.

…therefore, companies that improve resilience have outperformed
YTD performance index (Jan 1, 2026 = 100)

Defense inventories and energy supply chains are pinched…
Patriot Missile inventories and vessel crossings through the Strait of Hormuz
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Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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What we got: The energy shock exacerbates an already sticky inflation dynamic

Sources: (LHS) Bloomberg Finance L.P. Fed funds rate data as of September 2026. PCE inflation data as of July 2026. 

Inflation has overshot by 1140bps over the last 5 years…
Fed funds rate, FOMC and our expectations for the Fed funds rate, %

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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What we got: The energy shock exacerbates an already sticky inflation dynamic

Sources: (LHS) Bloomberg Finance L.P. Fed funds rate data as of September 2026. PCE inflation data as of July 2026. (RHS) Bloomberg Finance L.P. Data as of September 29, 2026. Note: Hedge Funds = HFRX Global Hedge Fund Index; 

Aggregate Bonds = Bloomberg US Aggregate Index; Infrastructure = S&P Global Infrastructure Index.

…therefore, bonds continue to underperform real assets
Total return, year-to-date

Inflation has overshot by 1140bps over the last 5 years…
Fed funds rate, FOMC and our expectations for the Fed funds rate, %

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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…which is the latest pressure pushing up rates
U.S. 10-year Treasury yield and future Fed policy rate pricing, %

AI, Fragmentation, and Inflation have all placed upward pressure on interest rates

Sources: (LHS) Bloomberg Finance L.P. Data as of September 29, 2026. (RHS) Bloomberg Finance L.P. Data as of September 29, 2026. Note: Fed pricing is a 1y1y OIS forward swap yield which is good proxy of Fed funds rate 1-2 years from now.

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 

The economy has been surprising to the upside…
Citi Economic Surprise Index
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What next?

A.I.

Can AI continue to climb the wall of worry? 

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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Sources: Bloomberg Finance L.P. Bloomberg, Fortune, New York Times, The Washington Post, Time Magazine, Illustration created using ChatGPT. Data as of September 18, 2026. Note: IAIQ Index is the Indxx Artificial Intelligence and Big Data 

Index, designed to track the performance of companies listed or incorporated in developed markets that are positioned to benefit from the development and utilization of Artificial Intelligence technology in their products and services, as well as 

companies that produce hardware used in Artificial Intelligence applied for the analysis of Big Data.

The AI trade has powered through intense scrutiny
IAIQ Index (May 2023 = 100)

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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#1: “AI infrastructure spending is unsustainable”

Sources: (LHS) Michael Cembalest, EOTM, JPMAM, Bloomberg Finance L.P. Data as of August 4, 2026. Note: Estimates for Q3 2026 and use 12m blended forward. (RHS) Empirical Research Partners Analysis, Epoch AI, Pitchbook. Note: Aggregate 

gross cashflow based on aggregate of current analyst expectations for each company. Cumulative funding raised since inception based on cumulative funding to date for each private company aggregated; includes both debt and equity. Hyperscalers 

include Amazon, Microsoft, Alphabet, Meta, and Oracle. Equity raises included company expectations as well as reported estimates from Anthropic and OpenAI IPOs. 

Hyperscalers have exhausted their free cash flow…
12 month trailing free cash flows, US$ billions

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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#1: “AI infrastructure spending is unsustainable” – Maybe, but capital markets are open

Sources: (LHS) Michael Cembalest, EOTM, JPMAM, Bloomberg Finance L.P. Data as of August 4, 2026. Note: Estimates for Q3 2026 and use 12m blended forward. (RHS) Empirical Research Partners Analysis, Epoch AI, Pitchbook. Note: Aggregate 

gross cashflow based on aggregate of current analyst expectations for each company. Cumulative funding raised since inception based on cumulative funding to date for each private company aggregated; includes both debt and equity. Hyperscalers 

include Amazon, Microsoft, Alphabet, Meta, and Oracle. Equity raises included company expectations as well as reported estimates from Anthropic and OpenAI IPOs. 

Hyperscalers have exhausted their free cash flow…
12 month trailing free cash flows, US$ billions

…but capital markets will finance the free cash flow gap
Calendar year 2027
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Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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#2: “Data Center ROI will never materialize”

Sources: (LHS) Bloomberg Finance L.P., BEA, Ramp, The Economist. Data as of June 2026.

Current spending trounces current revenue…
12 month trailing free cash flows, US$ billions

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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#2: “Data Center ROI will never materialize” – Maybe, but the path to high returns is clear

Sources: (LHS) Bloomberg Finance L.P., BEA, Ramp, The Economist. Data as of June 2026. (RHS) Michael Cembalest AI Tracker, JPMAM, SemiAnalysis, Nebius, SpaceX disclosures, Astra Intellectus, HIVE Digital Technologies, Ramp, Epoch AI. 

Data as of September 2026. GPU mix assumptions are from the SpaceX + Anthropic deal: 29.2% GB300 GPUs, 9.2% GB200 GPUs, 15.4% H200 GPUs and 46.2% H100 GPUs. Leading edge on demand uses Nebius pricing. Frontier model rental 

uses pricing from Google’s latest rental agreement with SpaceX. Frontier model API uses OpenAI & Anthropic inference revenue.

Current spending trounces current revenue…
12 month trailing free cash flows, US$ billions

…but reasonable GPU pricing supports attractive returns
Annual revenue of a 1GW data center by GPU hourly rates, USD bn

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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#3 “We should be seeing productivity gains”

Sources: (LHS) Bureau of Labor Statistics, Haver Analytics. Data as of June 30, 2026. (RHS) Solow, Robert M. (1987). "We'd Better Watch Out." Review of Manufacturing Matters: The Myth of the Post-Industrial Economy, by Stephen S. Cohen and 

John Zysman. The New York Times Book Review, July 12, 1987, page 36. 

Productivity has not picked up so far…
Real output per hour worked, % change 5-year annualized

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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#4 “We should be seeing productivity gains” – Maybe, but beware the Solow paradox

Sources: (LHS) Bureau of Labor Statistics, Haver Analytics. Data as of June 30, 2026. (RHS) Solow, Robert M. (1987). "We'd Better Watch Out." Review of Manufacturing Matters: The Myth of the Post-Industrial Economy, by Stephen S. Cohen and 

John Zysman. The New York Times Book Review, July 12, 1987, page 36. 

…but as Robert Solow said, 

"You can see the computer age everywhere but in the productivity statistics”

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 

Productivity has not picked up so far…
Real output per hour worked, % change 5-year annualized
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We are focused on investing in components, clouds and private markets

Source: Illustration created using ChatGPT. 

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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Chips, components, and clouds can all outperform
“And even though our demand is much greater than 70%, our supply allows us to confidently deliver 70%.”
- Jensen Huang, Nvidia CEO

Sources: (LHS) FactSet. Data as of June 30, 2026.  Note: For companies that don’t report adjusted operating margin, operating margin was used. Based on J.P Morgan AI Bottlenecks basket (including companies like Marvell, Credo Technology, 

Corning, Eaton, and Sandisk).  Data used was from most recently available quarter. (RHS) FactSet. Data as of August 28, 2026.

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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Chips, components, and clouds can all outperform
“We see the margins and returns in AI tracking what we saw with core [cloud] at the same point of evolution, actually, a little ahead.”
- Andy Jassy, Amazon CEO
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Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 

Cloud revenue growth is accelerating
Year on Year, %
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Sources: (LHS) FactSet. Data as of June 30, 2026.  Note: For companies that don’t report adjusted operating margin, operating margin was used. Based on J.P Morgan AI Bottlenecks basket (including companies like Marvell, Credo Technology, 

Corning, Eaton, and Sandisk).  Data used was from most recently available quarter. (RHS) FactSet. Data as of August 28, 2026.
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We can not ignore private markets  

Sources: (LHS) J.P. Morgan Private Bank, Bloomberg Finance L.P., Company reports, September 2025. Value creation indicative of value accrued to companies. Physical infrastructure refers to foundational physical assets (e.g., major telecom 

players), digital infrastructure refers to core hardware/networking (e.g., semiconductors, servers, routers), platform technology refers to enabling software/services (e.g., search, operating systems, cloud), and applications refers to end-user 

products/services (e.g., e-commerce, social media, streaming). Value creation estimated by public companies’ peak market capitalizations of key companies in each stage of the internet / cloud cycle. The split between public/private derived by a top-

down estimate informed by private companies’ value creation estimated from valuations for key companies, where available, and blended forecasts from historical reports. Examples of companies included: physical infrastructure (AT&T, Level 3 

Communications), digital infrastructure (Cisco, Lucent Technologies), platform tech (Google, Oracle, Microsoft), application (Apple, Facebook, Netflix). Chart meant to be illustrative of value creation across phases, not exhaustive. (RHS) J.P. Morgan 

Private Bank, Bloomberg Finance L.P., Company reports, September 2025. Value creation indicative of value accrued to companies. Physical infrastructure refers to foundational physical assets (e.g., power, data centers), digital infrastructure refers 

to core hardware (e.g., semiconductors), platform technology refers to enabling software/services (e.g., LLM, APIs), and applications refers to end-user products/services (e.g., AI copilots, AI-enabled software). Physical infrastructure based on change 

in market capitalization of global utilities and key datacenter REITs since launch of ChatGPT in November 2022. Digital infrastructure based on change in market capitalization of global semiconductors and key hyperscalers (Amazon, Meta, Alphabet, 

Microsoft) since launch of ChatGPT in November 2022. The split between public/private derived by top-down estimate informed by private companies’ value creation, where data is available. Platform technology incorporates latest reported valuations 

of key companies such as OpenAI, Anthropic, and xAI. Application layer incorporates latest reported valuations of key companies such as ByteDance, Revolut, Databricks. Chart meant to be illustrative of value creation across phases, not exhaustive.

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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We can not ignore private markets  

Sources: (LHS) J.P. Morgan Private Bank, Bloomberg Finance L.P., Company reports, September 2025. Value creation indicative of value accrued to companies. Physical infrastructure refers to foundational physical assets (e.g., major telecom 

players), digital infrastructure refers to core hardware/networking (e.g., semiconductors, servers, routers), platform technology refers to enabling software/services (e.g., search, operating systems, cloud), and applications refers to end-user 

products/services (e.g., e-commerce, social media, streaming). Value creation estimated by public companies’ peak market capitalizations of key companies in each stage of the internet / cloud cycle. The split between public/private derived by a top-

down estimate informed by private companies’ value creation estimated from valuations for key companies, where available, and blended forecasts from historical reports. Examples of companies included: physical infrastructure (AT&T, Level 3 

Communications), digital infrastructure (Cisco, Lucent Technologies), platform tech (Google, Oracle, Microsoft), application (Apple, Facebook, Netflix). Chart meant to be illustrative of value creation across phases, not exhaustive. (RHS) J.P. Morgan 

Private Bank, Bloomberg Finance L.P., Company reports, September 2025. Value creation indicative of value accrued to companies. Physical infrastructure refers to foundational physical assets (e.g., power, data centers), digital infrastructure refers 

to core hardware (e.g., semiconductors), platform technology refers to enabling software/services (e.g., LLM, APIs), and applications refers to end-user products/services (e.g., AI copilots, AI-enabled software). Physical infrastructure based on change 

in market capitalization of global utilities and key datacenter REITs since launch of ChatGPT in November 2022. Digital infrastructure based on change in market capitalization of global semiconductors and key hyperscalers (Amazon, Meta, Alphabet, 

Microsoft) since launch of ChatGPT in November 2022. The split between public/private derived by top-down estimate informed by private companies’ value creation, where data is available. Platform technology incorporates latest reported valuations 

of key companies such as OpenAI, Anthropic, and xAI. Application layer incorporates latest reported valuations of key companies such as ByteDance, Revolut, Databricks. Chart meant to be illustrative of value creation across phases, not exhaustive.

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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believe we are entering the platform tech/application phases
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What next?

A.I.

Can AI continue to climb the wall of worry? 

Global Fragmentation

Will the midterms mark a structural shift in 

geopolitics?  

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 



24

The conflict seems to be expanding, and is the key near term risk to markets

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 

Source: (Both) Bloomberg Finance L.P. Data as of September 18, 2026.

Crude supply has collapsed, and the Red Sea is now a risk…
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The conflict seems to be expanding, and is the key near term risk to markets

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 

Source: (Both) Bloomberg Finance L.P. Data as of September 18, 2026.

Crude supply has collapsed, and the Red Sea is now a risk…
7-day rolling average number of vessels through the straits

…which adds stress to crude oil and refined product prices
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National defense and next generation security spending is accelerating globally

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 

Sources: (LHS) NATO. Data as of June 2024 and June 2025. 

European defense spending targets have been revised higher…
Defense spending as a % of GDP
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National defense and next generation security spending is accelerating globally

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 

Sources: (LHS) NATO. Data as of June 2024 and June 2025. (RHS) PBS, Reuters. Data as of August 7, 2026.

European defense spending targets have been revised higher…
Defense spending as a % of GDP

…but now the Gulf and Asia are driving defense spending
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Artificial Intelligence will be a target for sovereign intervention

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 

Sources: (LHS) FRED. Capacity data as of January 2025. Production data as of August 2026.

Industrial policy has focused on critical inputs…
U.S. Semiconductor production and capacity, Jan 2018=100
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Artificial Intelligence will be a target for sovereign intervention

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 

Sources: (LHS) FRED. Capacity data as of January 2025. Production data as of August 2026. (RHS) Artificial Analysis. Data as of September 18, 2026.

Industrial policy has focused on critical inputs…
U.S. Semiconductor production and capacity, Jan 2018=100

…but now could focus on the AI models themselves
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Focus on National Champions across four C’s: compute, conflict, climate, and chokepoints

Sources: J.P. Morgan Private Bank; Bloomberg Finance L.P. Data as of September 18, 2026. Note: EPS based on 12m fwd. consensus expectations. 10 strategic companies (MU; GFS; INTC; GD; TXN; MP; UUUU; LEU; SGML; HII).

Earning expectations validate outperformance for strategic companies
Strategic companies, cumulative change, %

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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Focus on National Champions across four C’s: compute, conflict, climate, and chokepoints

Sources: J.P. Morgan Private Bank; Bloomberg Finance L.P. Data as of September 18, 2026. Note: EPS based on 12m fwd. consensus expectations. 10 strategic companies (MU; GFS; INTC; GD; TXN; MP; UUUU; LEU; SGML; HII).

Compute → Sovereign AI strategies, electrification

Conflict → Defense systems & technology 

Chokepoints → Energy, natural resources, agriculture

Earning expectations validate outperformance for strategic companies
Strategic companies, cumulative change, %

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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Climate → Renewable power, energy storage, adaptation
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The key political risk for investors is the rise of populist policies

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 

Sources: (LHS) FRED. Capacity data as of January 2025. Production data as of January 2026. 

Both Democrats and Republicans have embraced populist policies…
Support for the issue by party affiliation, %
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The key political risk for investors is the rise of populist policies

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 

Sources: (LHS) FRED. Capacity data as of January 2025. Production data as of January 2026. (RHS) Funke, Schularick, and Trebesch, Kiel Institute for the World Economy. Data as of 2023. 

Both Democrats and Republicans have embraced populist policies…
Support for the issue by party affiliation, %

…that risk raising government debt…
Change in debt/GDP ratio, percentage points 
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What next?

A.I.

Can AI continue to climb the wall of worry? 

Global Fragmentation

Will the midterms mark a structural shift in 

geopolitics?  

Inflation

Will inflation move back towards target, or 

will the target move towards inflation?

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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We expect a higher floor for inflation, with more interest rate volatility

Inflation has been well above Fed target…
PCE year-over-year inflation, %

Source: (LHS) Bloomberg Finance L.P. Data as of July 2026. 

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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We expect a higher floor for inflation, with more interest rate volatility

Inflation has been well above Fed target…
PCE year-over-year inflation, %

Sources: (LHS) Bloomberg Finance L.P. Data as of July 2026. (RHS) Bloomberg Finance L.P. Data as of September 18, 2026. 

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 

…but slightly higher rates likely won’t solve the inflation problem.
Effective fed funds rate and market expectations for the Fed funds rate, %
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Political drivers increase inflation risk

The U.S. debt path is on a dangerous trajectory…
U.S. federal debt held by the public, % of GDP

Sources: (LHS) Haver Analytics, Congressional Budget Office. Data as of February 2026. 

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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Political drivers increase inflation risk

The U.S. debt path is on a dangerous trajectory…
U.S. federal debt held by the public, % of GDP

Sources: (LHS) Haver Analytics, Congressional Budget Office. Data as of February 2026. (RHS) CBO. Data as of December 2024.

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 

…and the legislative options are unpalatable
U.S. federal debt held by the public, % of GDP
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The U.S. may learn a lesson from Japan’s policy path

Japan drove nominal growth to reduce their debt load…
Government debt as a % of GDP

Sources: (LHS) Haver Analytics, World Bank, International Monetary Fund. Data as of March 31, 2026. 
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Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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The U.S. may learn a lesson from Japan’s policy path

Japan drove nominal growth to reduce their debt load…
Government debt as a % of GDP

Sources: (LHS) Haver Analytics, World Bank, International Monetary Fund. Data as of March 31, 2026. (RHS) Bloomberg Finance L.P. Data as of August 31, 2026.
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Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 

…but the Yen paid the price
Japan real effective exchange rate
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Plan with intent to protect against the risks that are hard to see

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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Consider diversifying into real assets to hedge against portfolio level drawdowns

Investors should consider commodities, real assets, and alternative strategies to hedge inflation risk 
Volatility

Source: J.P. Morgan Asset Management Long-Term Capital Market Assumptions. Data as of September 30, 2025.

U.S. muni bonds

U.S. Inv. Grade 
bonds Global gov. bonds

Euro large cap

EM equity

U.S. large cap

Private equity

Gold

U.S. core real estate

Diversified hedge funds

Leveraged loans

Infrastructure
Commercial 

mortgage loans

Cash

0%

5%

10%

15%

20%

25%

-0.3 -0.2 -0.1 0 0.1 0.2 0.3 0.4

Correlation to inflation

Negative correlation, lower volatility Low correlation, higher volatility Positive correlation, lower volatility Cash

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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What next?

A.I.

Can AI continue to climb the wall of worry?

Yes, AI is the key theme for global markets. 

Global Fragmentation

Will the midterms mark a structural shift in 

geopolitics?

No, security spending and government 

intervention will endure.  

Inflation

Will inflation move back towards target, or 

will the target move towards inflation?

Inflation and bond yields are likely to 

remain volatile. Invest accordingly.  

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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Special Topics
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Populist attacks on the private sector generally led to rules-based reform 
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Lessons for the labor market: Agriculture
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Lessons for the labor market: Electricity
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Lessons for the labor market: Information Technology
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Lessons for the labor market: Ghosts of pessimists past 

“We are being afflicted with a new 

disease…namely, technological unemployment. 

This means unemployment due to our discovery 

of means of economizing the use of labor 

outrunning the pace at which we can find new 

uses for labor”

 – John Maynard Keynes, 1930

“The role of humans as the most important factor 

of production is bound to diminish—in the same 

way that the role of horses in agricultural 

production was first diminished and then 

eliminated by the introduction of tractors.” 

– Wassily Leontief, 1983

“The traditional link between jobs and incomes is 

being broken…Wealth produced by machines 

rather than by men is still wealth, and society 

must provide every individual with an adequate 

income as a matter of right.” 

– Robert Theobald, The Triple Revolution 

Memorandum, 1964

Sources: (LHS) Economic Possibilities for our Grandchildren. (Center) National Perspective: The Definition of Problem and Opportunity. (RHS) Statement by the Ad Hoc Committee on the Triple Revolution.
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#2: “China will commoditize the models”

Sources: (LHS) Empirical Research Partners Analysis, OpenRouter, Silicon Data, Bloomberg Finance L.P. Note: Share of queries on OpenRouter.  (RHS) Artificial Analysis. Data as of August 5, 2026. 

Chinese AI models seem to be pressuring token prices…
Chinese models’ share of queries on OpenRouter                                  Cost per million tokens, $

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 



51

$1.00

$1.20

$1.40

$1.60

$1.80

$2.00

$2.20

15%

20%

25%

30%

35%

40%

45%

Jan '26 Feb '26 Mar '26 Apr '26 May '26 Jun '26 Jul '26 Aug '26

Chinese Models' Share of Queries (LHS)

Token Expenditure Index (RHS)

#2: “China will commoditize the models” – Maybe, but the cost advantage is not what it seems

Sources: (LHS) Empirical Research Partners Analysis, OpenRouter, Silicon Data, Bloomberg Finance L.P. Note: Share of queries on OpenRouter.  (RHS) Artificial Analysis. Data as of August 5, 2026. 

Chinese AI models seem to be pressuring token prices…
Chinese models’ share of queries on OpenRouter                                  Cost per million tokens, $

…but consumers care about a quality/cost mix
Weighted average cost per task vs. Artificial Analysis Intelligence Index

Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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#4: “AI is going to crush the jobs market”

Recent graduate unemployment is rising…
Unemployment rate, %

Sources: (LHS) Federal Reserve Bank of New York. Data as of June 2026. (RHS) Kharazian, A. Simon, L., and Ryan Stevens, 2026. “A New Look at AI’s Impact on Jobs: Firm-Level AI Spending and Workforce Adjustment,” Ramp, Revelio Labs. Data 

as of June 2026. Note: Period examined dates from January 2021. Constituents are the subset of over 5,000 firms that adopted AI at some point over the sample period. AI adoption is when a firm spends at least $100 every month for three 

consecutive months on AI subscriptions. High AI intensity is the highest tercile of AI spending per employee; Low AI-Intensity is the bottom two terciles. Adopting firms are compared to other firms in the same intensity cohort that haven’t yet adopted 

but ultimately do, rather than to firms that never adopt AI; the latter firms have very different characteristics and aren’t directly comparable.
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Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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#4: “AI is going to crush the jobs market” – Maybe, but disruption always has consequences

Recent graduate unemployment is rising…
Unemployment rate, %

Sources: (LHS) Federal Reserve Bank of New York. Data as of June 2026. (RHS) Kharazian, A. Simon, L., and Ryan Stevens, 2026. “A New Look at AI’s Impact on Jobs: Firm-Level AI Spending and Workforce Adjustment,” Ramp, Revelio Labs. Data 

as of June 2026. Note: Period examined dates from January 2021. Constituents are the subset of over 5,000 firms that adopted AI at some point over the sample period. AI adoption is when a firm spends at least $100 every month for three 

consecutive months on AI subscriptions. High AI intensity is the highest tercile of AI spending per employee; Low AI-Intensity is the bottom two terciles. Adopting firms are compared to other firms in the same intensity cohort that haven’t yet adopted 

but ultimately do, rather than to firms that never adopt AI; the latter firms have very different characteristics and aren’t directly comparable.
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Outlooks and past performance are no guarantee of future results. It is not possible to invest directly in an index. 
Please refer to “Definition of Indices and Terms” for important information. 
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Appendix & Disclosures
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IMPORTANT INFORMATION

Appendix

Note: Indices are for illustrative purposes only, are not investment products, and may not be considered for direct investment. Indices are an inherently weak predictive or comparative tool. 

All indices denominated in U.S. dollars unless noted otherwise.

Capital expenditures, or capex, refers to funds that a company uses to acquire or upgrade physical assets such as property, industrial buildings or equipment. It is often used to undertake new projects or investments 

by the firm.

A certificate of deposit (CD) is a savings certificate usually issued by a commercial bank with a fixed maturity date and specified fixed interest rate.

The CBOE Volatility Index (VIX) is a financial benchmark designed to be an up-to-the-minute market estimate of the expected volatility of the S&P 500® Index and is calculated by using the midpoint of real-time 

S&P 500 Index (SPX) option bid/ask quotes.

The Consumer Price Index (CPI) consists of a family of indexes that measure price change experienced by urban consumers. Specifically, the CPI measures the average change in price over time of a market basket 

of consumer goods and services.

The CSI 300 is a capitalization-weighted stock market index designed to replicate the performance of the top 300 stocks traded on the Shanghai Stock Exchange and the Shenzhen Stock Exchange.

The Bloomberg 1-3 Month U.S. Treasury Bill Index includes all publicly issued zero-coupon U.S. 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 1-15 Year Blend (1-17) Muni Index is a component of the Bloomberg Municipal Bond index, including bonds with maturity dates between one and 17 years. The index is not available for direct 

investment. 

The Bloomberg Emerging Markets USD Aggregate Bond Index is a flagship hard currency Emerging Markets debt benchmark that includes fixed and floating-rate US dollar-denominated debt issued from 

sovereign, quasi-sovereign, and corporate EM issuers.

The Bloomberg Global Aggregate Index provides a broad-based measure of the global investment grade fixed-rate debt markets. It is comprised of the U.S. Aggregate, Pan-European Aggregate, and the Asian-Pacific 

Aggregate Indexes. It also includes a wide range of standard and customized subindices by liquidity constraint, sector, quality and maturity.

The Bloomberg Government Bond Index is an index that measures the performance of all public U.S. government obligations with remaining maturities of one year or more.

The Bloomberg Municipal Bond Index is a market-value-weighted index designed to represent the long-term investment-grade tax-exempt bond market.

The Bloomberg Pan-European High Yield Index measures the market of non-investment grade, fixed-rate corporate bonds denominated in the following currencies: euro, pounds sterling, Danish krone, Norwegian 

krone, Swedish krona, and Swiss franc. Inclusion is based on the currency of issue, and not the domicile of the issuer. 

The Bloomberg U.S. Aggregate Bond Index is index composed of taxable bond issues rated BBB or higher, with one year or more to maturity and outstanding par value of $100 million or more.

The Bloomberg U.S. Corporate Bond Index measures the investment grade, fixed-rate, taxable corporate bond market. It includes USD denominated securities publicly issued by U.S. and non-U.S. industrial, utility 

and financial issuers. 

The Bloomberg U.S. Corporate High Yield Bond Index measures the USD-denominated, high yield, fixed-rate corporate bond market. Securities are classified as high yield if the middle rating of Moody's, Fitch and 

S&P is Ba1/BB+/BB+ or below. Bonds from issuers with an emerging markets country of risk, based on Bloomberg EM country definition, are excluded.

The Bloomberg U.S. Mortgage Backed Securities (MBS) Index tracks fixed-rate agency mortgage backed pass-through securities guaranteed by Ginnie Mae (GNMA), Fannie Mae (FNMA), and Freddie Mac 

(FHLMC). The index is constructed by grouping individual TBA-deliverable MBS pools into aggregates or generics based on program, coupon and vintage. 

The Bloomberg U.S. Treasury Index measures U.S. dollar-denominated, fixed-rate, nominal debt issued by the US Treasury. Treasury bills are excluded by the maturity constraint but are part of a separate Short 

Treasury Index. STRIPS are excluded from the index because their inclusion would result in double-counting. 

The Bloomberg Commodity Index (BCOM) is calculated on an excess return basis and reflects commodity futures price movements.

Definitions of  indices and terms (1/3)
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IMPORTANT INFORMATION

Appendix

The FTSE NAREIT All Equity REITs (FNER) Index is a free-float adjusted, market capitalization-weighted index of U.S. equity REITs. Constituents of the index include all tax-qualified REITs with more than 50 

percent of total assets in qualifying real estate assets other than mortgages secured by real property.

An ESG Scored & Screened Index is a rules-based benchmark that first applies ESG screens (e.g., exclusions for certain sectors, norms violations, or severe controversies) to remove ineligible companies, then scores 

the remaining securities on environmental, social, and governance metrics and selects or weights them by those scores to tilt toward higher-ESG performers.

An evergreen alternative investment is an investment vehicle, such as a fund or structure, that does not have a fixed end date or maturity. Instead, it remains open-ended, allowing for ongoing capital inflows and 

outflows, and continuous investment in alternative assets like private equity, private credit, real estate, or infrastructure.

The FTSE 100, or the Financial Times Stock Exchange 100 Index, is the United Kingdom's best-known stock market index of the 100 most highly capitalised blue chip companies listed on the London Stock 

Exchange.

The ICE Variable Rate Preferred & Hybrid Securities Index (PVAR) is designed to track the performance of floating- and variable-rate investment-grade and below-investment-grade U.S. dollar preferred stock, as 

well as certain types of hybrid securities determined by the index provider, comparable to preferred stocks, that are issued by corporations in the U.S. market.

The iShares Preferred and Income Securities ETF is an exchange-traded fund incorporated in the U.S. and seeks to track the investment results of ICE Exchange-Listed Preferred & Hybrid Securities Index.  

The J.P. Morgan Asia Credit Index (JACI) is an all-inclusive benchmark that tracks liquid, U.S.-dollar denominated debt instruments issued out of the Asia ex-Japan region. The index includes debt issued by 

Corporate, Sovereign, and Quasi Sovereign entities from the region spanning both Investment Grade and High Yield debt segments.

The J.P. Morgan Corporate Emerging Market Bond Index (CEMBI) captures U.S. dollar-denominated emerging market corporates external debt.

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 U.S. Liquid Index (JULI) captures U.S. dollar-denominated high-grade bonds.

The Magnificent Seven stocks are a group of influential companies in the U.S. stock market: Alphabet, Amazon, Apple, Meta Platforms, Microsoft, NVIDIA, and Tesla.

The MSCI AC Asia ex Japan Index captures large and mid-cap representation across 2 of 3 Developed Markets (DM) countries (excluding Japan) and 8 Emerging Markets (EM) countries in Asia. 

The MSCI 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 Brazil Index is designed to measure the performance of the large and mid-cap segments of the Brazilian market. It covers about 85% of the Brazilian equity universe. 

The MSCI China Index captures large and mid-cap representation across China A shares, H shares, B shares, Red chips, P chips and foreign listings (e.g. ADRs). It covers about 85% of this China equity universe.

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 Europe ex UK Index captures large and mid-cap representation across 14 Developed Markets (DM) countries in Europe. It covers approximately 85% of the free float-adjusted market capitalization across 

European Developed Markets excluding the UK.

The MSCI India Index is designed to measure the performance of the large and mid-cap segments of the Indian market. It covers approximately 85% of the Indian equity universe.

The MSCI Japan Index is designed to measure the performance of the large and mid-cap segments of the Japanese market.

The MSCI Korea Index is designed to measure the performance of the large and mid-cap segments of the South Korean market. It covers about 85% of the Korean equity universe. 

Definitions of  indices and terms (2/3)
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The MSCI Taiwan Index is designed to measure the performance of the large and mid-cap segments of the Taiwan market. It covers approximately 85% of the free float-adjusted market capitalization in Taiwan.

The MSCI Taiwan Index is designed to measure the performance of the large and mid-cap segments of the Taiwan market. It covers approximately 85% of the free float-adjusted market capitalization in Taiwan.

The MSCI World Index is a free-float weighted equity index. It includes developed world markets and does not include emerging markets. MXWD includes both emerging and developed markets.

The NASDAQ 100 Index is a modified capitalization-weighted index of the 100 largest and most active non-financial domestic and international issues listed on the NASDAQ. 

The Nikkei 225 Index, or the Nikkei Stock Average, is a stock market index for the Tokyo Stock Exchange. It is a price-weighted index, operating in the Japanese Yen.

A P/E (price-to-earnings) ratio is a valuation ratio of a company’s current share price compared to its per share earnings. Calculated as market value per share divided by earnings per share (EPS).

The Personal Consumption Expenditures (PCE) Price Index is measure of the prices that people living in the United States, or those buying on their behalf, pay for goods and services. The PCE price index is known 

for capturing inflation (or deflation) across a wide range of consumer expenses and reflecting changes in consumer behavior.

The Purchasing Managers' Index (PMI) is an indicator of the prevailing direction of economic trends in the manufacturing and service sectors.  

SPDR Gold Shares is intended to reflect the performance of the price of gold bullion, less the Trust's expenses. The Trust holds gold and is expected from time to time to issue Baskets in exchange for deposits of gold 

and to distribute gold in connection with redemptions of Baskets. 

The Solactive United States 2000 Index intends to track the performance of the largest 1001 to 3000 companies from the United States stock market. Constituents are selected based on company market 

capitalization and weighted by free float market capitalization.

The S&P Midcap 400 Index, also known as Standard and Poor's Midcap 400 Index is a capitalization-weighted index which measures the performance of the mid-range sector of the U.S. stock market. 

The S&P 500, also known as Standard and Poor's 500, 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.

The STOXX Europe 600 Index, also known as the SXXP Index, tracks 600 publicly traded companies based in Europe's developed economies, replicating almost 90% of the underlying investable market.

The TOPIX, also known as the Tokyo Stock Price Index, is a capitalization-weighted index of all companies listed on the First Section of the Tokyo Stock Exchange. The index is supplemented by the subindices of 

the 33 industry sectors. 

Total return calculations track both the capital gains as well as any cash distributions, such as dividends or interest, attributed to the return. 

Russell 3000 is a market capitalization-weighted benchmark index made up of the 3000 largest US stocks - about 98% of the US equity market.

Definitions of  indices and terms (3/3)
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JPMAM Long-Term Capital Market Assumptions

Given the complex risk-reward trade-offs involved, we advise clients to rely on judgment as well as quantitative optimization approaches in setting strategic allocations. Please note that all information shown is based on qualitative analysis. 
Exclusive reliance on the above is not advised. This information is not intended as a recommendation to invest in any particular asset class or strategy or as a promise of future performance. Note that these asset class and strategy assumptions 
are passive only – they do not consider the impact of active management. References to future returns are not promises or even estimates of actual returns a client portfolio may achieve. Assumptions, opinions and estimates are provided for 
illustrative purposes only. They should not be relied upon as recommendations to buy or sell securities. Forecasts of financial market trends that are based on current market conditions constitute our judgment and are subject to change without 
notice. We believe the information provided here is reliable, but do not warrant its accuracy or completeness. This material has been prepared for information purposes only and is not intended to provide, and should not be relied on for, 
accounting, legal or tax advice. The outputs of the assumptions are provided for illustration/discussion purposes only and are subject to significant limitations. 

“Expected” or “alpha” return estimates are subject to uncertainty and error. For example, changes in the historical data from which it is estimated will result in different implications for asset class returns. Expected returns for each asset class are 
conditional on an economic scenario; actual returns in the event the scenario comes to pass could be higher or lower, as they have been in the past, so an investor should not expect to achieve returns similar to the outputs shown herein. 
References to future returns for either asset allocation strategies or asset classes are not promises of actual returns a client portfolio may achieve. Because of the inherent limitations of all models, potential investors should not rely exclusively on 
the model when making a decision. The model cannot account for the impact that economic, market, and other factors may have on the implementation and ongoing management of an actual investment portfolio. Unlike actual portfolio outcomes, 
the model outcomes do not reflect actual trading, liquidity constraints, fees, expenses, taxes and other factors that could impact the future returns. The model assumptions are passive only – they do not consider the impact of active management. 
A manager’s ability to achieve similar outcomes is subject to risk factors over which the manager may have no or limited control. 

The views contained herein are not to be taken as advice or a recommendation to buy or sell any investment 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 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. 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. 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 yield are not a reliable indicator of 
current and future results. 
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IMPORTANT INFORMATION

Key risks

Alternative investments

Investing in alternative assets involves higher risks than traditional investments, including, without limitation, limited liquidity and 

valuation risk, and is suitable only for investors with sufficient knowledge and sophistication to evaluate the merits and risks of 

such investments. Alternative investments should not be deemed a complete investment program and distributions are not 

guaranteed. They may not be tax efficient, and an investor should consult with their tax professional prior to investing. Alternative 

investments often have higher fees than traditional investments and they may also be highly leveraged and engage in 

speculative investment techniques, which can magnify the investment loss or gain--including risk of loss of the entire investment. 

For comprehensive details around unique set of risks for specific alternative investments, please consult the offering 

memorandum.

Bonds

Bonds are subject to interest rate risk, credit and default risk of the issuer. Bond prices generally fall when interest rates rise.

Commodities

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.

Cryptocurrency

Investments in digital assets and cryptocurrencies, or other investment vehicles holding or referencing digital assets, are highly 

speculative and involve significant risks, including, but not limited to, increased volatility, ongoing regulatory uncertainty including 

lack of clear precedent in various jurisdictions surrounding digital assets, cybersecurity risk relating to digital asset holdings, and 

increased sensitivity to news, speculation and manipulation. Likewise, various digital assets may differ from one another in their 

technological characteristics, regulatory treatment, market convention and performance. There is limited data on the performance 

of digital assets and products referencing digital assets (although in no case should historical performance be taken as an 

indication of future performance). You should consider these unique characteristics and whether these assets are suitable for 

you when making an investment decision.

Diversification

Diversification and asset allocation does not ensure a profit or protect against loss.

Emerging markets

Investing in emerging markets involves a greater degree of risk and increased volatility compared to developed markets. 

Changes in currency exchange rates and differences in accounting and taxation policies outside the investor’s jurisdiction can 

raise or lower returns. Some markets may not be as politically and economically stable, in addition to differences in taxation 

policies, and legal systems outside the investor’s jurisdiction may create additional risks. Investors should carefully consider 

these risks and consult with financial and legal advisors before investing in emerging markets.

Equities

The price of equity securities may rise or fall due to the changes in the broad market or changes in a company's financial 

condition, sometimes rapidly or unpredictably. Share values can rise with strong earnings or positive market expectations, but 

they can also fall due to weak earnings or negative sentiment, and dividends are not guaranteed.

Fixed income

Investing in fixed income products (such as bonds) is subject to certain risks, including, but not limited to, interest rate, credit, 

inflation, call, default, prepayment and reinvestment risk. Any fixed income security sold or redeemed prior to maturity may be 

subject to substantial gain or loss.

High yield bonds

High yield bonds (rated at or below BB+/ba1 or unrated) are speculative, non-investment grade securities with increased risk of 

default and loss. These investments are suitable only for investors able to bear higher risk.

International investments

International investments may not be suitable for all investors. International investing involves a greater degree of risk and 

increased volatility. Some international markets may not be politically or economically stable. Foreign holdings are subject to 

currency risk, as fluctuations in exchange rates between the investment’s foreign currency and the holder’s domestic currency 

can affect the value of the investment.

Municipal bonds

Investors should understand the potential tax liabilities surrounding a municipal bond purchase. Certain municipal bonds are 

federally taxed if the holder is subject to alternative minimum tax. Capital gains, if any, are federally taxable. The investor should 

note that the income from tax-free municipal bond funds may be subject to state and local taxation and the alternative minimum 

tax (AMT).

Preferreds

Preferred securities share characteristics of both stocks and bonds. Preferred securities are typically long dated securities with 

call protection that fall in between debt and equity in the capital structure. Preferred securities carry various risks and 

considerations which include: concentration risk; interest rate risk; lower credit ratings than individual bonds; a lower claim to 

assets than a firm's individual bonds; higher yields due to these risk characteristics; and “callable” implications meaning the 

issuing company may redeem the stock at a certain price after a certain date.

Small capitalization equities

Investments in smaller capitalization companies often involve significantly greater risks than the securities of larger, better-known 

companies because they may lack the management expertise, financial resources, product diversification and competitive 

strengths of larger companies. The prices of the securities of smaller companies may be subject to more abrupt or erratic market 

movements than larger, more established companies, as these securities typically are traded in lower volume and the issuers 

typically are more subject to changes in earnings and prospects. In addition to liquidity risks, when selling large positions in small 

capitalization securities, the seller may have to sell holdings at discounts from quoted prices or may have to make a series of 

small sales over a period of time, and dividends are not guaranteed.
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IMPORTANT INFORMATION

Important Information

This material is for information purposes only, and may inform you of certain products and services offered by 

private banking businesses, part of JPMorgan Chase & Co. (“JPM”). Products and services described, as well as 

associated fees, charges and interest rates, are subject to change in accordance with the applicable account 

agreements and may differ among geographic locations. Not all products and services are offered at all 

locations. If you are a person with a disability and need additional support accessing this material, please contact 

your J.P. Morgan team or email us at accessibility.support@jpmorgan.com for assistance. Please read all 

Important Information.

GENERAL RISKS & CONSIDERATIONS

Any views, strategies or products discussed in this material may not be appropriate for all individuals and 

are subject to risks. Investors may get back less than they invested, and past performance is not a reliable 

indicator of future results. Asset allocation/diversification does not guarantee a profit or protect against loss. 

Nothing in this material should be relied upon in isolation for the purpose of making an investment decision. You 

are urged to consider carefully whether the services, products, asset classes (e.g. equities, fixed income, alternative 

investments, commodities, etc.) or strategies discussed are suitable to your needs. You must also consider the 

objectives, risks, charges, and expenses associated with an investment service, product or strategy prior to making 

an investment decision. For this and more complete information, including discussion of your goals/situation, 

contact your J.P. Morgan team.

NON-RELIANCE

Certain information contained in this material is believed to be reliable; however, JPM does not represent 

or warrant its accuracy, reliability or completeness, or accept any liability for any loss or damage (whether direct 

or indirect) arising out of the use of all or any part of this material. No representation or warranty should be made 

with regard to any computations, graphs, tables, diagrams or commentary in this material, which are provided for 

illustration/ reference purposes only. The views, opinions, estimates and strategies expressed in this material 

constitute our judgment based on current market conditions and are subject to change without notice. JPM 

assumes no duty to update any information in this material in the event that such information changes. Views, 

opinions, estimates and strategies expressed herein may differ from those expressed by other areas of JPM, views 

expressed for other purposes or in other contexts, and this material should not be regarded as a research report. 

Any projected results and risks are based solely on hypothetical examples cited, and actual results and risks will 

vary depending on specific circumstances. Forward-looking statements should not be considered as guarantees or 

predictions of future events.

Nothing in this document shall be construed as giving rise to any duty of care owed to, or advisory relationship 

with, you or any third party. Nothing in this document shall be regarded as an offer, solicitation, 

recommendation or advice (whether financial, accounting, legal, tax or other) given by J.P. Morgan and/or its 

officers or employees, irrespective of whether or not such communication was given at your request.  

J.P. Morgan and its affiliates and employees do not provide tax, legal or accounting advice. You should consult 

your own tax, legal and accounting advisors before engaging in any financial transactions. In the United States, 

bank deposit accounts and related services, such as checking, savings and bank lending, are offered by JPMorgan 

Chase Bank, N.A. Member FDIC.

LEGAL ENTITY, BRAND & REGULATORY INFORMATION

In the United States, bank deposit accounts and related services, such as checking, savings and bank lending, are 

offered by JPMorgan Chase Bank, N.A. Member FDIC. 

JPMorgan Chase Bank, N.A. and its affiliates (collectively “JPMCB”) offer investment products, which may 

include bank managed investment accounts and custody, as part of its trust and fiduciary services. Other investment 

products and services, such as brokerage and advisory accounts, are offered through J.P. Morgan Securities LLC 

(“JPMS”), a member of FINRA and SIPC. Insurance products are made available through Chase Insurance 

Agency, Inc. (CIA), a licensed insurance agency, doing business as Chase Insurance Agency Services, Inc. in 

Florida. JPMCB, JPMS and CIA are affiliated companies under the common control of JPM. Products not 

available in all states.

References to “J.P. Morgan” are to JPM, its subsidiaries and affiliates worldwide. “J.P.Morgan Private Bank” is 

the brand name for the private banking business conducted by JPM. This material is intended for your personal 

use and should not be circulated to or used by any other person, or duplicated for non-personal use, without our 

permission. If you have any questions or no longer wish to receive these communications, please contact your 

J.P. Morgan team.

© 2026 JPMorgan Chase & Co. All rights reserved.

mailto:accessibility.support@jpmorgan.com
http://www.finra.org/
http://www.sipc.org/
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