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Scll}f)ffﬁgmt Major Positives for the Economy and Markets

v Valuation:
=  S&P 500 attractive at 13.5x P/E with low interest rates and strong profit growth
= Earnings yield is 7.6% compared to 10 yr. corporate bond yields of 4%
= High quality US large caps have attractive risk/return profile
v' Earnings Momentum - corporate profits exceeding estimates resulting in
high cash balances, stock buybacks and dividend increases

v Global Economies — improving albeit at slower rate than normal after a
recession and improvement in U.S. labor markets

v Investor Sentiment — below average, record cash flows into bond funds
and large cash balances in money market funds — Contrarian Indicators

v' US Presidential Cycle — third year has resulted in strong and above
average stock market returns without any down year

v' Monetary Policy — accommodating Federal Reserve although impact of
ending Quantitative Easing (QEZ2) is unknown but higher interest rates
expected
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Major Issues Facing The Economy and Markets

v' US Economy:

High oil price spike may have negative impact on economic recovery
Record deficits at the federal level and states still trying to balance budgets
Potential for higher interest rates (funding costs) with end of QE2

Housing market has still not stabilized

Job growth has improved for the private sector, public sector is losing jobs
and overall unemployment is at an elevated level

v Global Markets:

China — taking action to slow economy, negative growth/demand implications
Geopolitical unrest and impact on global oil markets

Japanese natural disasters and nuclear power plant meltdown-impact on the
global supply chain

Emerging Market inflation due to high commaodity prices

Sovereign debt issues are still outstanding and impact to Europe’s economy
and the Euro are uncertain
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Scll}gprfﬁgmt Global Economic & Profit Improvement

U.S. Leading Economic Indicators Global Leading Indicators
(2006-2011) (2000-2011)
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Source: Standard & Poor's, J.P. Morgan Asset Management. Source: BEA, FactSet, J.P. Morgan Asset Management.

EPS levels are based on operating eamings per share. Data reflect most recently available Data are as of 3/31/11.
as of 3/31/11.

Most recently available is a 4010 99% complete estimate.
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Sctlgprfﬁgmt Household Balance Sheet & Job Improvement

Household Debt Service Ratio
Debt payments as % of disposable personal income, seasonally adjusted
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Source: BLS, J.P. Morgan Asset Management. Source: BLS, J.P. Morgan Asset Management.

Data reflect most recently available as of 3/31/11. Data reflect most recently available as of 3/31/11_
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Scll}t?prfggmt Inflation Accelerating!

CPI and Core CPI CPI Weight in 12-month

% chg vs. prior year, seasonally adjusted 50-yr. Avg. Feb. 2011 Components CPI Change
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Source: BLS, J.P. Morgan Asset Management.

Data reflect most recently available as of 3/31/11. GPI values shown are % change vs. 1 year ago and reflect
February 2011 CPI data. CPl component weights are as of Feb. 2011 and 12-month change reflects data through
February 2011. Core CPI is defined as GPI excluding food and energy prices.
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Scll}gprfﬁgmt Consumer Sentiment & Mutual Fund Flows

Consumer Sentiment Index — University of Michigan
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Source: University of Michigan, FactSet, J.P. Morgan Asset Management.

Mutual Fund Flows and 1-Year Performance
(1991-2011)
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Relative Flows reflects net sales to stock funds minus net sales to bond funds. Relative Performance reflects total stock returns minus total bond retums. All references to stocks
represented by the Standard and Poor's® 500 Index. All references to bonds represented by the Barclay's Capital® U_S. Aggregate Bond Index. Source: Ibbotson Associates,
Investment Company Institute, FMRCo (MARE) as of 2/28/11. Past performance is no guarantee of future results.
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Scllfl)prfﬁgmt Global Equity Valuations are Attractive

Relative P/E Ratios — Small-Cap vs. Large-Cap U.S. Stocks
(2010-2011)
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Foreign Developed-Country Stock Total Return & Major Global Events
(Jan 1973 — Mar 2011)
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International equity markets
have been extremely
resilient over the long-term,
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Long-Term Capital Management: A hedge fund (1084-2000). You oannot invest direolly in an index. Events in table are those which had. in the opinion of the speaker. 3 material
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S&P 500 Index Characteristic Mar-2000  Oct-2007  Mar-2011
Oct , 2007

Index level 1,827 » 1,565 > 1,326

1,600 F."gf;;wf; Zggﬂex P/E Ratio (fwd) 256x + 152x > 13.1x F’E"""(”‘Ga"
! - 1,565
Dividend yield 11% + 18% - 18%
10-yr. Treasury 62% » 47% » 35%
Mar. 31, 2011

1.400 - P/E (fwd) = 13.1x . .

Significant move up on
the S&P 500 but still
below 2008 levels.
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Source: Standard & Poor's, First Call, Compustat, FactSet, J P. Morgan Asset Management

Dividend yield is calculated as the annualized dividend rate divided by price, as provided by Compustat. Forward Price to Earnings Ratio is a bottom-up calculation based

maost recent S&P 500 Index price, divided by consensus estimates for earmnings in the next twelve months (NTM), and is provided by FactSet Market Aggregates
Returns are cumulative and based on S&P 500 Index price movement only, and do not include the reinvestment of dividends. Past performance is not indicative of future
results

Data are as of 3/31/11 J PMOI‘g’a}]
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