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Charts reflect index levels (price change only). All returns and annotations reflect total return, including dividends.
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Source: Russell Investment Group, Standard & Poor’s, FactSet, J.P. Morgan Asset Management.

All calculations are cumulative total return, including dividends reinvested for the stated period. Since Market Peak represents period 10/9/07
- 9/28/12, illustrating market returns since the most recent S&P 500 Index high on 10/9/07. Since Market Low represents period 3/9/09 —
9/28/12, illustrating market returns since the S&P 500 Index low on 3/9/09. Returns are cumulative returns, not annualized. For all time
periods, total return is based on Russell-style indexes with the exception of the large blend category, which is reflected by the S&P 500 Index.

Past performance is not indicative of future returns.
Data are as of 9/30/12.
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INSIGHTS Returns by Sector

S&P Weight B 2 3.5%
Russell Growth Weight 41% 3.8%
Russell Value Weight 16.9% 3.9%

3Q 2012
2012 YTD
Since Market Peak

49 135 32
(October 2007)
Since MarketLow 4 4 157.3 98.7 161.4 90.9 2117 107.1 116.8 900 130.6 1296
(March 2009)
s 1 40 00
Forward P/E Ratio 10.7x 1x 12.8x 12 Bx 11.5x 15 1x 15.8x 18.3x 14.9x 12. 1%
TRTPN  120x | 240x | 186x | 1 1 187x | 183x | 175x 136x | 162x

Trailing P/E Ratio 12 4x X 18.2x 14.5x 10.9x 15.7x 18.6x 47 1% 16.5x 16.8x

20-yr avg. 15.9x 24.1x 20.4x 19.6x 14.3x
Dividend Yield 1.8% 1.5% 22% 25% 3 16 2.9% 46% 42%
20-yr avg. BVRLA 0.6% 1.5% 1.8% 1.0% 3.8% 4.4%

Source: Standard & Poor’s, Russell Investment Group, FactSet, J.P. Morgan Asset Management.

All calculations are cumulative total return, not annualized, including dividends for the stated period. Since Market Peak represents period 10/9/07 — 9/28/12.
Since Market Low represents period 3/9/09 — 9/28/12.

Forward P/E Ratio is a bottom-up calculation based on the most recent S&P 500 Index price, divided by consensus estimates for earnings in the next 12
months (NTM), and is provided by FactSet Market Aggregates. Trailing P/E ratios are bottom-up values defined as month-end price divided by the last 12
months of available reported earnings. Historical data can change as new information becomes available. Note that P/E ratios for the S&P 500 may differ
from estimates elsewhere in this book due to the use of a bottom-up calculation of constituent earnings (as described) rather than a top-down calculation.
This methodology is used to allow proper comparison of sector level data to broad index level data. Dividend yields are bottom-up values defined as the
annualized value of the most recent cash dividend as a percent of month-end price. Beta calculations are based on 10 years of monthly price returns for the
S&P 500 and its sub-indices.

Past performance is not indicative of future returns.
JPMorgan

Data are as of 9/30/12.
B Asset Management

MARKET : ’
INEICHTS S&P 500 Index at Inflection Points
S&P 500 Index Characteristic  Mar-2000 Oct-2007 Sep-2012
Oct. 9, 2007
1,600 Mar, 24,2000  Index level 1527 > 1565 > 1441 2
0 PIE (fwd) = 25.6x  PIE ratio (fwd.) 256x * 152x ¥ 12.9x i
1,527 Dividend yield 11% > 18% * 21% ! PPl
A\ ( 10-yr. Treasury 62% > 47% » 16% PRIN _ (1,411; s
1,400 1 f
I\ ,’/
J * +101% f /
0
1,200 +1°6/°/ ) af f
) 1 ,y -57%
M 407
1,000 |
\ +113%
})
800 — N “
Dec. 31, 1996 Oct. 8, 2002
PIE (fwd.) = 16.0x PIE (fwd.) = 14.1x Mar. 9, 2009
741 777 - P/E (fwd.) = 10.3x
677
600 T T T T T T T T T T T T T T T
97 98 o5 00 0 02 03 04 . 05 08 07 - 08 09 10 11 12

Source: Standard & Poor’s, First Call, Compustat, FactSet, J.P. Morgan Asset Management.

Dividend yield is calculated as the anpua!ized dividend rate divided by price, as provided by Compustat. Forward Price to Earnings Ratio is a bottom-up calculation based
on the most recent S_&P 500 Index price, divided by consensus estimates for earnings in the next 12 months (NTM), and is provided by FactSet Market Aggregates.
Retulrns 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 9/30/12. JPMOI’ga_n

6 Asset Management
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INSICHTS Bull and Bear Mar
Historical Bull Markets: Duration and Magnitude* Bear Market Cycles vs. Subsequent Bull Runs
Bear Yrs. to
600% Market  Market Length of Length
i e Peak tai Market Decline Bull Run of Run Reach Oid
Return Peak
550% 5/29/46  5M19/47  -28.6% 12 2576% 122 3.Ays.
-k
=T 71557 10/22/57  -20.7% 3 864% 50  09yrs.
300%
12/12/61 6/26/62  -28.0% 6 798% 44  12ys.
£ 250% ® '47-'57
c . o 2/9/66  10/7/66  -222% 8 480% 26 06yrs.
&
gzoo% Average 11/29/68 5/26/70  -36.1% 18 742% 31 1.8 yrs.
E3
s L
= 500 1573 10/3/74  -48.4% 21 1256% 74  58yrs.
a Current
Run 4.
® s 11/28/80 8M2/82  -27.1% 20 2288% 60  02ys.
0/ <
100% - $ o
o ¢ '57-'61 8/25/87  12/4/87  -335% 3 582.1% 148 16 yrs.
7075 2 0
50% 1 *
'66.-'68 3/24/00  10/9/02  -49.1% 31 1015% 60  46ys.
0% x - - 10/007  3/9/09  -56.8% 17 1129% 43"
0 50 100 150
Average: -35.0% 14mo's 176.0% 68 mo's 2.2yrs.

Bull Market Length (months)

Source: Standard & Poor’s, FactSet, J.P. Morgan Asset Management.

Chart is for illustrative purposes only. Past performance does not guarantee future results. A bear market is defined as a peak-to-trough decline in

the S&P 500 Index (price only) of 20% or more. The bull run data reflect the market expansion from the bear market low to the subsequent market

peak. All returns are S&P 500 Index returns and do not include dividends. *Current bull run from 3/9/09 through 9/28/12. J.P.MOI‘ an

7 Data are as of 9/30/12. Asset Management

e Stock Valuation Measures: S&P 500 Index
S&P 500 Index: Valuation Measures Historical Averages
Valuation L itast 1-year 3-year 5-year 10-year 15-year
Measure Description ago avg. avg. avg. avg.
P/E Price to Earnings 12.9x 10.8x 12.8x 13.0x 14.3x 16.8x
P/B Price to Book 23 2.0 21 22 25 3.0
P/CF Price to Cash Flow 9.0 D 8.5 8.5 9.8 111
P/S Price to Sales 13 1.0 1.2 11 1.3 15
BPEG Price/Earnings to Growth 1.7 0.8 0.9 14 12 1.2
Div. Yield Dividend Yield 2.3% 2.4% 2.2% 2.3% 2.1% 1.9%
S&P 500 Shiller Cyclically Adjusted P/E S&P 500 Earnings Yield vs. Baa Bond Yield
Adjusted using trailing 10-yr. avg. inflation adjusted earnings 10%
50x

S&P 500 Earnings Yield:
(Inverse of fwd. PIE) 7.7%

9%

40x 8%

30x 3Q12: 7%

%
M °
V 5%

20x - Average: 19.0x

10x Moody’s Baa Yield: 4.7%

0; % -
. B5-- 18065 70 75 B0 ‘8% WB-c95 00 - 06 MO : '94 '96 '98 '00 '02 '04 '06 '08 10 o

Source: (Top) Standard & Poor’s, FactSet, Robert Shiller Data, J.P. Morgan Asset Management.
Price to Earnings is price divided by consensus analyst estimates of earnings per share for the next 12 months. Price to Book is price divided by book value per share. Data
post-1992 include intangibles and are provided by Standard & Poor’s. Price to Cash Flow is price divided by consensus analyst estimates of cash flow per share for the next 12
months. Price to Sales is calculated as price divided by consensus analyst estimates of sales per share for the next 12 months. PEG Ratio is calculated as NTM P/E divided by
NTM earnings growth. Dividend Yield is calculated as consensus analyst estimates of dividends for the next 12 months divided by price. All consensus analyst estimates are
provided by FactSet.

(Bottom left) Cyclically adjusted P/E uses as reported earnings throughout.
(Bottom right) Standard & Poor’s, Moody’s, FactSet, J.P. Morgan Asset Management. J-P- Morgan

8 Data are as of 9/30/12. Asset Management
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INSIGHTS Earnings Estimates and Valuations by Style
S&P 500 Index: Forward P/E Ratio Current P/E vs. 20-year avg. P/E
28
XW Value Blend Growth
24x- 81 1'5/ 12-9/ 1 "y
3 14.0 16.2 21.0
20x+
. @
o " 14.0 16.3 218
12x = 130 14.4 16.2
. Sep.2012:129x & /14_2 /1.,_1 /21 -
X T T T T T T T T T T
%4 95 8 w0 o7 04 0s 08 40 1o
; . . Current P/E as % of 20-year avg. P/E
S&P 500 Operating Earnings Estimates E.g.: Large Cap Blend stocks are 20.3%
Consensus estimates of the next twelve months’ rolling earnings 3Q12: $111.86 cheaper than their historical average.
$120 v Value Blend Growth
100 2
. 2 827% 79.7% 72.3%
$80 &)
$60 =
s 87.8% 86.3% 75.9%
$40
$20 =
£ 91.2% 84.6% 75.8%
$0 a

'03 '04 ‘05 '06 ‘07 ‘08 '09 10 11 12

Source: (Top and bottom left) Standard & Poor’s, FactSet, J.P. Morgan Asset Management. (Right) Russell Investment Group, IBES, FactSet.

Earnings estimates are for calendar years and taken at quarter end dates throughout the year. Forward Price to Earnings is price divided by

consensus analyst estimates of earnings per share for the next 12 months. P/E ratios are calculated and provided by Russell based on IBES J.PMorgan

consensus estimates of earnings over the next 12 months except for large blend, which is the S&P 500. e ——
9 Data are as of 9/30/12. Asset Management

RK e
s Corporate Profits
S&P 500 Earnings Per Share Most recent:  Adjusted After-Tax Corporate Profits (% of GDP)
Operating basis, quarterly $25-4f Includes inventory and capital consumption adjustments
= 2Q07: $24.06 11% A 2Q12:
e 9.4%
$23 - 10% A
$20 1 9% 4
$17 A
8% A
$14 1
‘ 7% A
$11 | 50-yr. avg.: 6.2%
| | i daas R -
$8
5% A
$5 .
I
$2 1 4%
\
-$1 3% T

02 '04 '06 '08 10 "2 %5 70 75 '80 '85 '90 '95 00 05 0
Source: Standard & Poor's, Compustat, BEA, J.P. Morgan Asset Management.

EPS levels are based on operating earnings per share. Most recently available data is 2Q12.
Past performance is not indicative of future returns.

Data are as of 9/30/12. J.P Morga_r_l_

10 Asset Management



e ik Sources of Earnings per Share Growth

S&P 500 Year-Over-Year EPS Growth
Growth broken into revenue growth and margin expansion, quarterly

50% 1
- BB Margin Share of EPS Growth l!
By

40% BB Revenue Share of EPS Growth
o

30%

20%

10%

0%

-10%

-20%

-30%

-40% I
2Q94 2Q96 2Q98 2Q00 2Q02 2Q04 2Q06 2Q08 2Q10 2Q12

Source: Standard & Poor’s, Compustat, J.P. Morgan Asset Management.
EPS levels are based on operating earnings per share. Most recently available data is 1Q12. *2Q12 data are Standard & Poor’s estimates.
Past performance is not indicative of future returns. 4Q2008, 1Q2010 and 2Q2010 reflect -101%, 92% and 51% growth in operating earnings, and

are adjusted on the chart. J.P Morg@-

Data are as of 9/30/12.
11 Asset Management

i Confidence and the Capital Markets

Multiple Expansion and Contraction
S&P 500 forward P/E based on consensus EPS estimates

26X) o Forward PIE Consumer Sentiment p>[ 120
24x

22x
20x
18x
16x
12x k Correlation Coefficient: 0.75

| Est. impact of a 10pt. rise in sentiment: +2.0 multiple points*

10x 50
93 94 o5 05 97 B8 99 00 0f ' 93 ‘04 05 06 07 08 09 10 M1 12

Sentiment & Real Yields
Real yield based on nominal 10-yr. yield minus year-over-year core CPI

6% Real 10-year Yield Consumer Sentiment p[ 120
5% £110

4% r100
3% 90
2% 80
1% r70

i Esf. ihpaét I)f a 10pi£ riser i'n éer;timént: +54 baéfs poyints*Q

0% Correlation Coefficient: 0.68 60

-1% 50
- 9394 - 05 06 97 .98 00 00 D1 92 03 04 05 ‘06 07 08: 03 10 11 12

Source: (Top) Standard & Poor’s, FactSet, J.P. Morgan Asset Management. (Bottom) U.S. Treasury, BLS, University of Michigan, J.P. Morgan

Asset Management. Price to Earnings is price divided by consensus analyst estimates of earnings per share for the next twelve months. Real 10- J PMorgan

year Treasury yields are calculated as the daily Treasury yield less year-over-year core inflation for that month. *Estimated impact based on ettt o e
19 coefficients from regression analysis. Data are as of 9/30/12. Asset Management
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INSICHTS Deploying Corporate Cash
Corporate Cash as a % of Current Assets Corporate Growth
S&P 500 companies - cash and cash equivalents, quarterly Nonfarm nonfinancial capex in billions USD, quarterly deal volume
30% $1,300 ; - 1,600
<4Capital Expenditures
28% $1,200 1ag
26% $1.100 1,200
9 1,000
s $1,000
22% 800
$900
20% 600
18% - 400
16% $700 200
14% $600 0
00 01 02 03 04 U5 06 07 08 09 10 A 00 '01 '02 '03 '04 '05 '06 '07 '08 '09 10 11 '12
Dividend Payout Ratio Cash Returned to Shareholders
S&P 500 companies, LTM S&P 500 companies, rolling 4-quarter averages, billions USD
60% $30 1 $160
<Dividends per Share $140
$27 1
50% $120
24 $100
40%
$21 o - $80
30% = $60
Share Buybacks >} $40
20% $15 T T T T $20
00 971 '02° 03 04 05 '08 07 08 108 M0 ‘41 12 ‘00 '01- '02°'03 104 105 06 07 08 09 '10 11 12
Source: Standard & Poor’s, FRB, Bloomberg, FactSet, J.P. Morgan Securities, J.P. Morgan Asset Management.
(Top left) Standard & Poor’s, FactSet, J.P. Morgan Asset Management. (Top right) M&A activity is quarterly number of deals of any value and J P Mor an
capital expenditures are for nonfarm nonfinancial corporate business. (Bottom left) Standard & Poor’s, FactSet, J.P. Morgan Asset e NS
13 Management. (Bottom right) Standard & Poor’s, Compustat, FactSet, J.P. Morgan Asset Management. Data are most recent as of 9/30/12. Asset Management

sorieied 3 Broad Market Lagged Price to Earnings Ratio

Lagged P/E Ratio — All U.S. Corporations
Ratio of market value of all U.S. corporations to adjusted after-tax corporate profits for prior four quarters

3x 1 = vy i
o P/E Ratios
Aw. During Recessions 12.6x
25x Awg. During Expansions 13.9x
September 30, 2012 13.2%
20x
1%
10x Sep. 30, 2012*: 13.2x
5x
0x T T

52 55 bR Bt ~ 64 67 /0 43 W6 79 82 85 188 199 94 97 06 03 06 00 12
Source: BEA, Federal Reserve Board, Wilshire Associates, J.P. Morgan Asset Management.
*The September 28, 2012 price is a J.P. Morgan Asset Management estimated based on the daily value of the Wilshire Total Market Index.

Data are as of 9/30/12. \I.P. Morgg’_ﬂ

14 Asset Management
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P/E Ratios and Equity Returns

P/E and Total Return Over 1-yr. Periods
Quarterly, 1Q 1952 to 2Q 2011

60% 1
. Current P/E: 13.2
1
e
LR >N i s 9/30/12
. o b Implied Annual Return 14.9% |
40% * 1 4 Standard Error 17.2%
P ® o1 "
RURZ BIE A
C 1o . S
o
e » . " *
&
$ e * N .
20% - *
M *
LRBSAY 7 L YT ®
& S PR
® ¢ ‘ L 4
* ‘b o &
o ®
* »”‘QQ’ }\ . ~
0% A - Saame T v
] P 4 e
x wx‘ 15x 20x 25x 30x
® ® o =
: ’ ’. R 2N <
’33; *®
¢ @ * "
@ : .
-20% s .
* @ .
s ’
ot
-40%

P/E and Total Return Over 5-yr. Annualized Periods
Quarterly, 1Q 1952 to 2Q 2007

0L o
E0% Current P/E: 13.2
1
9/30/12
Implied Annual Return 13.1%
40% A Standard Error 5.7%
20%
*
N
PR R
~o @
0% - =2 _*%
ax X 25x 30x
-20% A
-40%

Source: BEA, FRB, J.P. Morgan Asset Management. Prices are based on the market value of all U.S. corporations and include quarterly

dividends. Valuation based on long-term PE ratio.

Note: Orange line denote results of linear regression with R-squared of 0.15 for 1-yr. returns (left) and 0.35 for 5-yr. returns (right).

Data are as of 9/30/12.

15

JPMorgan

Asset Management

MARKET : . “p
ks ins Equity Correlations and Volatility
Large Cap Stocks Sovereign Debt
Correlations Among Stocks Crisis
70% 1
Great Depression / Lehman “
60% World War i 1987 Crash Bankruptcy J
50% 1 Cuban Missile Crisis gpgc oil “
ol B “ Crisis m Tech Bust & 9/11
“ ‘
30% M _ N i Ll 1! ‘ A
L / - YA - o e a7 o o o & = = = ot = gf= Ve = =
- VULV TGl \'\
. 0,
o Average: 26.7% Sep. 2012: 40.9%
0% T T T v T - - - - -
'26 '32 '38 ‘44 '50 '56 '62 '68 74 '80 '86 '92 '98 '04 10
Daily Volatility of DJIA —— - :
3.5% Volatility Measure ’08 Peak Average Latest 90
. DJIA (Left) 3.30% 0.72% 0.51%
3.0% DJIA vol. shown | VIX (Right) 80.9 205 15.7 75
in 3-month . z =
2.5% moving average 60
2.0%
45
1.5%
30
1.0% i
0.5% ' o (B
0.0% 0
‘30 '35 '40 '45 '50 '55 '60 '65 '70 '75 '80 '85 '90 '85 '00 '05 10
Source: (Top) Empirical Research Partners LLC, Standard & Poor's, J.P. Morgan Asset Management. Capitalization weighted correlation of top

750 stocks by market capitalization, daily returns, 1926 — Sep. 28, 2012. (Bottom) CBOE, Dow Jones, J.P. Morgan Asset Management. DJIA
volatility are represented as three-month moving averages of the daily absolute percentage change in the Dow Jones Industrial Average.

Charts shown for illustrative purposes only. Data are as of 9/30/12.
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il Economic Growth and the Composition of GDP
Real GDP » Components of GDP
% chg at annual rate 2Q12 nominal GDP, billions, USD
10% 20-yr avg. 2Q12 $18,000 -
@ Real GDP: 2.5% 1.3% 2.4% Housing
0/ | .
£ $16,000 -
ok $14,000 -
> - $625 bn of 19.6%
g S Suiptiew $12,000 1 Gov’t Spending
(=
2% |
é $10,000
i $8,000 A
v 71.0%
2%
o ss:gtgstof $6,000 1 Consumption
4% recovered
$4,000
0/ |
i $2,000 A
e $0
0% : . . : : -3.7% Net Exports
'04 '06 '08 10 12 -$2,000 -
Source: BEA, FactSet, J.P. Morgan Asset Management.
GDP values shown in legend are % change vs. prior quarter annualized and reflect 2Q12 GDP.
Data are as of 9/30/12.
JPMorgan
17 Asset Management
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Light Vehicle Sales Change in Private Inventories
Millions, seasonally adjusted annual rate Billions of 2005 dollars, seasonally adjusted annual rate
4 150~
22+ 1004 2Q12: 414
20 .
- Aug.2012: o Mol RARHR. o WONRARARIRINARESRAE ~ ool MOIRMRsARRNEGRE, |

16 14.5
> 14+ Average: 15.1 504 Average: 28.3
g 124 -100+
S 10 150
I.I‘.Jl 8 - - r T T : - ; ; r -200 - - - :
9. 96 9% 0 © ‘o1 % @ ' b e o6 i o
Housing Starts Real Capital Goods Orders
Thousands, seasonally adjusted annual rate Non-defense capital goods orders ex. aircraft, $ bn, seasonally adjusted
75
2,400+
70
2,000+
65
1,600+
: A 60 Average: 57.4 :
12004y W Average: 1,388 - Y, ‘Mx
800 - W T
s Aug. 2012: 750 45 Aug. 2012:
53.4
0 : - - : 40
'95 '00 '05 10 '98 '00 '02 '04 '06 '08 10 12

Source: (Top left) BEA, FactSet, J.P. Morgan Asset Management. (Top right) Census Bureau, FactSet, J.P. Morgan Asset Management. (Bottom left) Census Bureau,
FactSet, J.P. Morgan Asset Management. (Bottom right) Census Bureau, FactSet, J.P. Morgan Asset Management.
Capital goods orders deflated using the producer price index for capital goods.

Data are as of 9/30/12. J.P.Morggll_

18 Asset Management
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Consumer Balance Sheet Personal Savings Rate
Trillions of dollars outstanding, not seasonally adjusted Annual, % of disposable income
12%
$80 1 - ' 2Q-'07 Peak: $81.5tn
Total Assets: $76.1 th ————» 1Q-'09 Low: $65.2tn 10% YTD 2012:
4.2%
8%
$70 A
Homes: 25% 6%
$60 - 4%

Other tangible: 7% 2%

$50 1 ~ e : 0% |
Deposits: 10% B0 B85 70 75--80 85 90 95 W00 05 g

Household Debt Service Ratio

$40 1 Debt payments as % of disposable personal income, seasonally adjusted
15% 1 3Q07:
s30 , 7 ,, 14.1%
Revolving (e.g.: credit cards): 6% 1a%
Non-revolving: 14%
Sa6 Other Liabilities: 7%  13% 1

Other financial
assets: 40%

Total Liabilities: $13.5 tn 3 12% 11Q80:

$10 1 1%

10%

$0 - '80 '82 '84 '86 '88 '90 '92 '94 '96 '98 '00 '02 '04 '06 '08 '10 '12
Source: (Left) FRB, J.P. Morgan Asset Management. Data includes households and nonprofit organizations. (Right) BEA, FRB, J.P. Morgan Asset
Management. Personal savings rate is calculated as personal savings (after-tax income — personal outlays) divided by after-tax income. Employer and

employee contributions to retirement funds are included in after-tax income but not in personal outlays, and thus are implicitly included in personal
savings. Savings rate data as of August 2012. *3Q12 Household Debt Service Ratio is a J.P. Morgan Asset Management estimate. All other data are

as of 2Q12 which is most recently available as of 9/30/12. J.PMor g an
Asset Management
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INSICHTS Federal Finances: Outlays and Revenues
The 2012 Federal Budget Federal Outlays and Receipts
CBO Baseline forecast, trillions USD 1960 - 2012, % of GDP
$4 -

20

26% Y

Total Spending: $3.6tn

$3.5 1

1
Other ; .
$482bn (14%) 24%
I Borrowing: |
SELR B Net Int.: $220bn (6%) | $1128bn(32%) |
Non-defense i
$2.5 Discretionary: 22%
' $620bn (17%)
$2.0 4 Defense: 5%
$669bn (19%)
$1.5 4
i i Revenues: 18%
Social Security:
St $768bn (22%) $2,435bn (68%)

g 16%
$0.5 Medicare & Medicaid:
$804bn (23%)

14% 4+— — - e
Total Government Spending Sources of Financing 1960 1970 1980 1990 2000 2010
Source: U.S. Treasury, BEA, CBO, J.P. Morgan Asset Management.

2012 Federal Budget is based on the CBO’s August 2012 Baseline Scenario. *2012 revenues and outlays are forecasts from the Congressional Budget Office (CBO).
Note: Years shown are fiscal years (Oct. 1 through Sep. 30).

Data are as of 9/30/12. J.RMOrgg_r_l_
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Federal Finances: Deficits and Debt

Federal Budget Surplus/Deficit
% of GDP, 2007 - 2022

-12% 1

Federal Debt (Accumulated Deficits)
% of GDP, 2007 - 2022
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Fiscal Cliff Fiscal Ledge Fiscal Ladder| 100% ] E Forecast
2011 Actual -8.7% -8.7% -8.7% H
1 o - 7
2012 Est. -7.3% -7.3% -7.3% ! 2022*: 83.2%
10% | 2013 Proj. -4.0% -5.7% -6.5% i 2011 actual: 67.7%
80% :
1
1
Forecast
o » i 2022*: 75.1%
-8% 1 1
1
1
- 60% 1 !
B Fiscal Ladder Scenario ! 5
o B Fiscal Ledge Scenario H 2022: 58.5%
- 1
- M Fiscal CIiff !
H === Fiscal Ladder Scenario
40% 4 ! X g
’ === Fiscal Ledge Scenario
| i s
4% 4 : === Fiscal Cliff
1
1
;
0/
20% Fiscal Cliff Fiscal Ledge Fiscal Ladder
= 2011 Actual _ 67.7% 67.7% 67.7%
2012 Est. 72.8% 72.8% 72.8%
2022 Proj. 58.5% 75.1% 83.2%
. Dht e,
0/0"07 08709 110 81 'R M3 M4 1B M6 7 MBI 20 et 122 g0 0 sl 2 48 10 B 1 1B A0 20 ot 22

Source: U.S. Treasury, BEA, CBO, J.P. Morgan Asset Management.

2011 numbers are actuals. Fiscal Cliff is based on the CBO Baseline scenario. *Fiscal ledge scenario assumes Bush tax cuts are extended only for

households earning less than $250k per year, the AMT is fixed, dividend and capital gain tax rates increase to 20%, the payroll tax cut expires, extended

unemployment benefits expire on schedule, higher Medicare taxes take effect and both sets of spending cuts agreed to last fall are implemented. Fiscal

Ladder scenario assumes Bush tax cuts are extended in full for 2013 and for households earnings less than $250k per year for 2014 the AMT fix,

dividend and capital gain tax rates increase to 20% in 2014 payroll tax cut is maintained in 2013, phased down to 1% in 2014 and eliminated in 2016 J PMOI- an
extended unemployment benefits expire on schedule higher Medicare taxes take effect and only the first round of spending cuts take effect. Note: Years «Je & « g
shown are fiscal years (Oct. 1 through Sep. 30). Chart on the left displays federal surplus/deficit (revenues — outlays). Asset Management

Data are as of 9/30/12.

Tax Rates and the Distribution of Income & Taxes

Historical Average Maximum Tax Rates by Decade Share of Income and Taxes by Income Level

100% Based on adjusted gross income and federal taxes, 2009
Income
80% 1 Dividends
60% 1 5% to 25%
o,
Wage Income i
40% e
Capital Gains \ Top 5%
__,_,__/—-—\___,_m .15
20%
Bottom 75%
0% 34.2%
1930's 1940's  1950's  1960's  1970's  1980's  1990's  2000's  Current
Potential Tax Rate Changes
Current and scheduled 2013 maximum federal tax rates under current law Taxes
60% 1 55.0
; B 2012 [ scheduled 2013 %
50% A

43.4% 43.4%

40% A

5% to 25%

20%

10%
L Bottom 75%
12.7%

0%

Dividends* Estate Tax***

Wage Income Capital Gains*
Source: (Top left) IRS, J.P. Morgan Asset Management. Wage income tax rates include employer and employee contributions to the Medicare tax. (Bottom left) IRS, The Tax
Foundation, J.P. Morgan Asset Management. Tax rates based on maximum U.S. individual income tax. Wage income tax rates include employer and employee contributions to
the Medicare tax. *Includes recently enacted healthcare tax of 3.8%. **In 2011 and 2012, the payroll tax cut reduced the employee’s share of Social Security taxes by 2%.

Payroll Tax**

Rates shown include both employer and employee contributions to the payroll tax. ***In 2013, the estate tax exemption amount was expected
to fall to $1 million from $5.12 million in 2012. (Right) IRS, J.P. Morgan Asset Management. Taxes paid are based on federal individual
income taxes, which are responsible for about 25% of the nation's taxes paid.

Data are as of 9/30/12.

JPMorgan
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Political Polarization Congressional & Presidential Approval Ratings
% of Representatives voting with the majority of their party* 90%
100% 1
80%
95% = Senate .
mmm House
90% A 60%
0/
85% 1 e
40%
> 80%
o 30%
g 75% A 20% === Presidential
le) mmm Congressional
o 70% T T T T T " 10% T T ™ T T T T
B 1901 1919 1937 1955 1973 1991 2009 1941 1951 1961 1971 1981 1991 2001 2011
Political Party Dominance Annual Market Returns by Political Party Control
Democratic % of major party seats Parties identified as President/Senate/House, number of years, 1937-2011
80% y . 20% 1
18%
70% -
: 14%
12% A
60% 10% 4
8%
50% -
2 4%
. o 2% A
40% +— . — ‘ - 0% -
1939 1951 1963 1975 1987 1999 2011 RRR (6) RSPLIT (30) DDD (30) DSPLIT (9)
Source: U.S. House of Representatives, U.S. Senate, Gallup Inc., FactSet, J.P. Morgan Asset Management.
*In roll call votes where the majority in one party voted the opposite way to the majority in the other. Data compiled by Professors Keith T. Poole
and Howard Rosenthal, available at www.voteview.com. Stock market returns are total return and calculated by calendar year. RSPLIT denotes J PM
Republican president and split government, and DSPLIT denotes Democratic President and split government. I3 U8 Or an
23 Data are as of 9/30/12. Asset Management
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g The Aftermath of the Housing Bubble
Home Prices Monthly Rent vs. Monthly Mortgage Payment
Indexed to 100, seasonally adjusted Vacant properties
1607 $1,100
=== _Case Shiller 20-city $950 Monthly
=== FHFA Purchase Only l&;ortgage 3Q12*:
1501 === Average Existing Home $800 S nent
$650 1
A 140- $500 -
2 $350 Monthly Rent 3Q12*: $477
3 0
w 0 '8 90 \2 94 96 98 00 B2 04 06 08 10 2
Home Inventories
1204 Millions, annual rate, seasonally adjusted
45
40
110+ ,,; -
3.0
100+ o
Aug. 2012: 2.4
2.0

03 '04 '05 '06 '07 08 '09 0 1 M2 ¥ 6 % w8 w0 ® % w6 0 0 T

Sources: (Left) National Association of Realtors, Standard & Poor’s, FHFA, FactSet, J.P. Morgan Asset Management. (Top right) Census Bureau, J.P. Morgan Asset Management.
Monthly mortgage payment assumes a 20% down payment at prevailing 30-year fixed-rate mortgage rates; analysis based on median asking rent and median mortgage payment
based on asking price. (Bottom right) Census Bureau, National Association of Realtors, J.P. Morgan Asset Management. *3Q12 rent and mortgage

payment values are J.P. Morgan Asset Management estimates. J P Morgan
> ¥

D4 Dataareasofo/o/t2. Asset Management
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Civilian Unemployment Rate
Seasonally adjusted

Employment — Total Private Payroll
Total job gain/loss (thousands)

12% 6004
11% A 4004
10% 8.9mm
Es jobs lost
o 9% 4
=
o
o o Aug. 2012: 8.1%
7% 4
6% fc-="""""= Fue imedemies o el Bioe o =re
5% 50-yr. avg.: 6.1%
4%
3% T T T T T -1,000 “— T T T T T T T T T
'70 '80 '90 '00 10 '03 '04 '05 '06 '07 '08 '09 g (ole "2
Source: BLS, FactSet, J.P. Morgan Asset Management. Source: BLS, FactSet, J.P. Morgan Asset Management.
Data are as of 9/30/12.
JPMorgan
25 Asset Management
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Unemployment Rate by Education Level

18% 1
mmm | ess than High School Degree
=ms High School No College

=== Some College

=mm College or Greater

16%
14% A
12% A

K
10% - ‘éﬁ%

8%

>
E
<]
&
<]
o

w

6% o

4% 4

2%

0%

Aug. 2012:
6.6%

Aug. 2012:
4.1%

'92 '94 '96 '98 00 02 ‘04

Source: BLS, FactSet, J.P. Morgan Asset Management.

'06 '08 10 a2

Unemployment rates shown are for civilians aged 25 and older.

Data are as of 9/30/12.
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Employment and Income by Educational Attainment

Average Annual Earnings by Highest Degree Earned
Full-time workers aged 25 and older, 2009, USD
$90,000 1

$87,194

$80,000

$70,000

$60,000 1

$50,000 A ’

$40,000 /

$30,627
$30,000

$20,000 A

$10,000 1

$0 A
High School Graduate

BachelorsDegree
Source: Census Bureau, J.P. Morgan Asset Management.

Advanced Degree

JPMorgan
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INSIGHTS Consumer Price Index
CPI and Core CPI CPI Weightin 12-month
% change vs. prior year, seasonally adjusted 50-yr. Avg. Aug.2012  Components CPI Change
15% _
. . Headline CPI: 4.2% 1.7% Food & Bev. 15.3% 2.0%
Core CPI: 4.1% 1.9%
= 2 . Housing 41.0% 1.4%
0/ |
= Apparel 3.6% 1.6%
Transportation 16.9% 1.4%
9% Medical Care 7.1% 4.1%
Recreation 6.0% 1.2%
6% - Educ. & Comm. 6.8% 1.5%
Other 3.4% 2.4%
0/
s Headline CPI 100.0% 1.7%
Less:
0% Energy 9.7% -0.6%
Food 13.7% 2.0%
-3% T T T T T T T T T T o, o,
65 70 75 '80 85 '90 95 00 05 10 Core CPI 76.6% 1.9%
Source: BLS, FactSet, J.P. Morgan Asset Management.
CPI values shown are % change vs. 1 year ago and reflect August 2012 CPI data. CPI component weights are as of
December 2011 and 12-month change reflects non-seasonally adjusted data through August 2012. Core CPl is
defined as CPI excluding food and energy prices.
Data are as of 9/30/12. JP Morgan
27 Asset Management
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INSICHTS Returns in Different Inflation Environments - 40 years
Rising inflation scenarios Falling inflation scenarios
High and Rising Inflation High and Falling Inflation
Occurred 14 times since 1972 Occurred 6 times since 1972
25% 1 25% e
20% 1 20% 18%
15% 1 13% 15% 3
10% 1 5% 7% 10% 8% b
> 5% - 2% 5% - g
£ 0% _- —— - 0% A : o
2 -5% 1 5% 3
8 -10% 1 -10% 1 =
w -15% - -15%
Bonds Equities Cash Commodities Bonds Equities Cash Commodities Median
—————————————————————————————————————————————————————— Inflation:
Low and Rising Inflation Low and Falling Inflation 3.3%
Occurred 7 times since 1972 Occurred 13 times since 1972 o
25% 1 25% 1 @
209 D
20% A = 17% 20% 1 g
15% A 15% 1 12% 3
10% A 6% 10% A 8% . 4% 6% g
5% A 3% 5% '_- - 53
0% ..! R 0% 1 - v - =
-5% -5% 1
-10% -10% 1
-15% -15% -
Bonds Equities Cash Commodities Bonds Equities Cash Commodities

Source: BLS, Barclays Capital, Robert Shiller, Federal Reserve, Strategas/Ibbotson, Standard & Poor’s, FactSet, J.P. Morgan Asset Management.

High or low inflation distinction is relative to median CPI-U inflation for the period 1971 to 2011. Rising or falling inflation distinction is relative to

previous year CPI-U inflation rate. Bond returns are based on the Barclays U.S. Aggregate index since its inception in 1976 and a composite bond

index prior to that. Equity returns based on S&P 500 price return and annual dividend yield. Cash returns are based on the Barclays 1-3 Month T-Bill

index since its inception in 1992 and 3-month T-Bill rates prior to that. Commodities returns based on GSCI. J PMorgan

For illustrative purposes only. Past performance is not indicative of comparable future returns. Sonih vt dntsmulyesiens i
28 Data are as of 9/30/12. Asset Management
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INSIGHTS 0Oil and the Economy
WTI Crude Oil & Retail Gasoline Prices Economic Drag From Qil Prices
$4.50 4 . i 9 :
< Gas 1213100 9/30/12 U.S. petroleum imports as a % of GDP 3Q12*: 2.9%
Oil $26.72 $92.19 4% 3Q08: 3.8%
Gas $1.41 $3.83
$4.00 4
3%
$3.50 2%
>
5
0
& $3.00 1f
(o]
(%)
w 0%
- p p p P p B "
$2.50 ] 70 75 80 85 90 '95 00 05 0
Oil Prices and Consumption per Country
Gasoline price per gallon, USD, annual barrels of oil consumed per capita
$2.00 $12 1 @ Annual Barrels of Oil Consumed per Capita (Right) r 30bbls
- B Gasoline Price per Gallon (Left)
$10 1 $8.67 I 25bbls
& : gg0s N8
$1.50 $8 1 [ 20bbls
$6 1 I 15bbls
$1.00 L $20 $4 4 I 10bbls
$2 1 I 5bbls
$0.50 T T T T r T T T - $0 $- - + Obbls
'94 '96 '98 '00 '02 '04 '06 '08 10 12 us UK France Germany China India
Source: U.S. Department of Energy, FactSet, J.P. Morgan Asset Management. Price of Source: (Top) BEA, FactSet, J.P. Morgan Asset Management.
gas based on U.S. retail national average of all formulations and WTI for crude. (Bottom) EIA, J.P. Morgan Asset Management.
*3Q12 drag on growth is a J.P. Morgan J PMorgan
Data are as of 9/30/12. Asset Management estimate. b RSB <, S
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Middle East Energy Production & Chokepoints U.S. Commercial & Strategic Oil Stocks Aug. 2012:
Percent of global liquid fuel production, 2011 gags of net imports 235 days

5

5 Kuwait
Syria 3.1%
0.5% s 200 Oct. 2005:
Suez Canal . : 129 days
150
100 U.S. Commercial Oil Stocks
50
Saudi Arabia )
12.8% s "'... 0

94 96 98 00 02 94 06 08 10 42
Strait of
*'1"7";1,;‘2 OPEC Surplus Production Capacity
! o eank
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UAE 6 1
3.6%

EIA
forecast

o

Bab el-Mandeb

s R B S

0,
o Average: 2.7mm bbl/day

Major Producers Major Consumers
Percent of global total, 2011 Percent of global total, 2011
SaudiArabia 13% China 5% United States 22% India 4%
Russia 12% Iran 5% China 10% SaudiArabia 3%

i 0, o o, i 0) -
United States 12% Canada 4% Japan 5% Brazil 3% 01 '02 '03 '04 '05 '06 '07 '08 '09 10 11 "2 "3

Source: EIA, J.P. Morgan Asset Management.
Forecast from the September EIA Short Term Energy Outlook. J,P Morgan

30 Data are as of 9/30/12. Asset Management
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onfidence and the Stock Market

Consume

Consumer Sentiment Index — University of Michigan

130+ .
Average 12-month S&P 500 index return...
After a peak: +1.1%  After a trough: +22.2%  Total period: +6.6%
1204
Jan. 2000
-2.0%
1104
> Jan. 2004
+4.4%
£ 100 Aug. 1972 Mar. 1984 .
o y +13.5% Jan. 2007
-6.2%
= May 1977 . -4.2%
2 +1.2%
w 90+
. |
PiEE | B e Eawaas " Vi 11 T T Average: 853 [
80
| Mar. 2003
704 TR +32.8% Oct. 2005
H +14.2%
604 | ' Oct, 1990
. +289.1%
1975 Nov.2008° Aug. 2011
504 +22.2% +22.3% +15.4%
May 1980 = s
+19.2%
40 T T T T T T T T T T T T T T T T T T T T T
72 ‘14 76 /8. B @92 ‘84 B B8 90 - 97 94 96 08 00 02 04 06 0B 4O 12
Source: University of Michigan, FactSet, J.P. Morgan Asset Management.
Peak is defined as the highest index value before a series of lower lows, while a trough is defined as the lowest index value before a series
of higher highs. Subsequent 12-month S&P 500 returns are price returns only, which excludes dividends. lP Morg an
Dat f 9/30/12. ST R RS
e Asset Management
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10-yrs '02 - 11
2012 YTD 3Q12 Ci

um.
EMD EMD EMD EMD
14.2% 6.8% 185.6% 11.1%

High Yield | High Yield § High Yield } High Yield
133.6%

2003 2004 2005 2006 2007 2008 2009 2010 2011

EMD EMD TIPS TIPS

11.9% 12.3%

High Yield

High Yield

29.0% 11.8% 11.6% 13.6%

Treas.

9.0%
TIPS

107.5%
Asset
Alloc.
96.0%

Asset
Alloc.
2.7%

Muni

2.3%

High Yield
2.7%

Fixed Income

73.9%

High Yield Muni

High Yield

-1.4% 5.0% 68.8%

Source: Barclays Capital, FactSet, J.P.
Past performance is not indicative of future returns. Fixed income sectors shown above are provided by Barclays Capital and are represented by: Barclays Capital U.S. Aggregate
Index; MBS: Fixed Rate MBS Index; Corporate: U.S. Corporates; Municipals: Muni Bond Index; Emerging Debt: Emerging Markets Index; High Yield: Corporate High Yield Index;
Treasuries: Barclays Capital U.S. Treasury; TIPS: Barclays Capital TIPS. The “Asset Allocation” portfolio assumes the following weights:
10% in MBS, 20% in Corporate, 15% in Municipals, 10% in Emerging Debt, 10% in High Yield, 25% in Treasuries, 10% in TIPS.

32

Asset allocation portfolio assumes annual rebalancing.
Data are as of 9/30/12.

JPMorgan
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Nominal and Real 10-year Treasury Yields

20%
15.84% :
15% 4 Average 9/30/12
: Nominal Yields 6.46% 1.65%
| Real Yields 2.58% -0.27%
10% 4
Q , - —— e - -
= | Sep. 30, :1.65%
8 5% 4 P 2 o
- ]
- ih
= \
2
= 0% B
Sep. 30, :-0.27%
e | il 10-year
‘~ Treasury Yield
10% +— . .’ : , . : . : :
'60 '65 %0 75 '80 '85 '90 '95 '00 '05 10
Source: Federal Reserve, BLS, J.P. Morgan Asset Management.
Real 10-year Treasury yields are calculated as the daily Treasury yield less year-over-year core inflation for that month except for September 2012,
where real yields are calculated by subtracting out August 2012 year-over-year core inflation. J.P. MOI' an
33 Data are as of 9/30/12. Asset Management
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INSICETE Fixed Income Yields and Returns

Source: U.S. Treasury, Barclays
Capital, FactSet, J.P. Morgan Asset

Yield Return
Management.
= = & Fixed income sectors shown above are
U.S. Treasuries # of issues Mkt. Value Avg. Maturity 9/30/2012 9/30/2011 2012YTD 3Q12 provided by Barclays Capital and are
A o, 0 0, o represented by — Broad Market: U.S.
G s = Ui Lo L Barclays Capital Index; MBS: Fixed
5-Year # of issues: 164 5 0.62 0.96 2.30 0.83 Rate MBS Index; Corporate: U.S.
Corporates; Municipals: Muni Bond
10-Year Total value: $5.067 tn 10 1.65 1.92 4.37 0.93 Index; Emerging Debt: Emerging
= = Markets Index; High Yield: Corporate
30-Year o 2.82 290 3.66 028 High Yield Index. TIPS: Treasury
Sector Inflation Protection Securities (TIPS).
Treasury securities data for # of issues
Broad Market 7,967 $16,815 bn 6.7 years 1.61% 2.35% 3.99% 1.58% and market value based on U.S.
Treasury benchmarks from Barclays
MBS 861 5,052 3.8 1.77 282 2.80 1.13 Capital. Yield and return information
g Corporates 4,231 3,551 10.7 2.79 3.83 8.66 383 2:23:::.22 Ealeltiors fof Iiosauny
o Municipals 46,180 1,339 13.7 21T 3.02 6.06 232
o s Change in bond price is calculated
c Emerging Debt 525 798 111 4.61 6.59 14.19 6.77 using both duration and convexity
= i according to the following formula:
-8 High Yield 1,931 1,082 6.7 6.51 9.51 1213 453 New Price = (Price + (Price * -Duration *
» TIPS 33 823 92 1.46 1.86 6.25 212 Change in Interest Rates))+(0.5 * Price
i.l: * Convexity * (Change in Interest
Price Impact of a 1% Rise/Fall in Interest Rates 1% -
25% 1 20.1% *Calculation assumes 2-year Treasury
20% 4 . 1% interest rate falls 0.23% to 0.00% and

15% A the 5-year Treasury falls 0.62% to

9.1% 0.00%, as interest rates can only fall to
10% o 9 6.8% 6.9% Onblad]
40%  48% 5.3% 0.00%.
%1 o 23% :
U Chart is for illustrative purposes only.
-5% 1-2.0% -2.4% 4.0% Past performance is not indicative of
-10% g 49%  -53% g8y 59%  .7.2% comparable future results.
-15% Data are as of 9/30/12.
-20%
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Mkt. e et el G Y G i
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e The Fed and the Money Supply

Fed’s Balance Sheet: Assets Money Multiplier
$ trillions M2 / Monetary Base
$3.5tn 10x

$3.0tn Il Other ox

8x
7x
6x
5x

$2.5tn B u.s. Treasuries
B Agency MBS

$2.0tn

Aug. 2012:
3.8x

$1.5tn 1

$1.0tn 1 4x
$0.5tn 3x
[} $0.0tn = '03 '04 '05 '06 '07 '08 '09 10 o 12
E ‘03 ‘04 '05 ‘06 '08 ‘09 10 "1
8 Fed’s Balance Sheet: Liabilities Money Supply Growth
£ $ trillions Year-over-year growth in M2
= 14%-
X
= 12%- Aug. 2012: 6.3%
10%-
B Monetary Base 8%-
B Excess Reserves ol
4%
2%
; 7 i » ; g ) . } ' 0% y T g y y 7
03 04 05 06 07 08 09 10 11 12 85 '90 95 '00 05 10
Source: Federal Reserve, FactSet, J.P. Morgan Asset Management.
Monetary base is defined as the total amount of a currency that is either circulated in the hands of the public or in the commercial bank deposits held in
the central bank's reserves. Money multiplier defined as M2 divided by the monetary base. PM
Data are as of 9/30/12. J- . Organ
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sses The Fed Funds Rate: History and Expectations

Federal Funds Rate & FOMC Interest Rate Projections

12% 1
10% -
8%
)]
E 0
8 s Long-term Fed
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©
%
i 4% A A4
29% - Sep. 30, 2012:
0.0%-0.25% >
L 4
*
0% . e v
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Source: Federal Reserve, J.P. Morgan Asset Management.
Fed Funds Rate projections are based on an average of the FOMC interest rate projections for a given year. J‘ PMorgan

Data are as of 9/30/12.
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Lending Standards for Approved Mortgage Loans Consumer & Industrial Loan Demand
:;\t\;/grage FICO score based on origination date Aug. 2012: 750 r\le(‘e)to :eroent of banks reporting stronger demand
740 40% 31%

720 20%
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1 20%
680 20% 229,
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=== Small Firms

J 60% = -

- O] Large & Medium Firms
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8 Delinquency Rates Common Equity as a % of Total Assets
= All banks, seasonally adjusted All FDIC insured institutions, 1934 — 2011
- 12%- 14% 1
= > - 10.6%

Q B Residential Mortgages : 2011:
x = o 0,
= 10% B Consumer Loans 12% 1.1%

B Commercial and Industrial Loans
8%+ 10% A
in 8% o Average: 7.6%
4% 2.8%
6%
2%+
T T T T r T T T T T T 4% T
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Source: (Top left) McDash, J.P. Morgan Securitized Product Research, J.P. Morgan Asset Management. (Top right) Federal Reserve, FactSet, J.P. Morgan Asset
Management. (Bottom left): Federal Reserve, FactSet, J.P. Morgan Asset Management. (Bottom right) FDIC, J.P. Morgan Asset Management.
Al data reflect most recently available releases.
Data are as of 9/30/12. JP Morgan
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i High Yield Bonds

High Yield Spreads and Defaults

20% - < : Average Latest
HY Spreads 5.9% 5.9%
| HY Defauits 4.2% 1.8% |
15% A == Spreads

mm Default Rates
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o Historical High Yield Recovery Rates Annual Flows into High Yield Mutual Funds & ETFs
'-:’ High yield bonds, cents on the dollar Billions USD YTD 2012: $35.0
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Source (Top chart): U.S. Treasury, J.P. Morgan, J.P. Morgan Asset Management. Default rates are defined as the par value percentage of the total market trading at or below
50% of par value and include any Chapter 11 filing, prepackaged filing or missed interest payments. (Bottom left): J.P Morgan, Moody’s, J.P. Morgan Asset Management.
(Bottom right): Strategic Insight, J.P. Morgan Asset Management. Yield to worst is defined as the lowest potential yield that can be received
on a bond without the issuer actually defaulting and reflects the possibility of the bond being called at an unfavorable time for the holder. J PMor an
Spreads indicated are benchmark yield to worst less comparable maturity Treasury yields. Past performance is not indicative of comparable bnisiod g
38 future results. 2011 recovery rates are as of March 30, 2012. Asset Management
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INSIGHTS Municipal Finance
Muni/Treasury Ratio State & Local Government Debt Service
Ratio of Barclays 10-year Municipal Bond yield to 10-year Treasury ~ Percent of current expenditures
240%- Sh
220% =
6%
200% A 2Q12: 5.1%
5%
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. 4%
QE’ 160% Sep. 30, 32;02/ ‘90 92 94 96 '98 00 02 04 06 ‘08 '10 12
o
el Municipal Bond Issuance*
£ 140% Billions USD, revenue and GO issues
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©
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e
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Source (Left chart): Barclays Capital, U.S. Treasury, FactSet, J.P. Morgan Asset Management. (Top right) BEA, J.P. Morgan Asset Management. (Bottom right) SIFMA,
J.P. Morgan Asset Management.
*Excludes maturities of 13 months or less and private placements. 2012 issuance data is as of August 2012.
Data are as of 9/30/12. J‘P'Mor a’n
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INSIGHTS Emerging Market Debt

Index Breakdown — USD Denominated EMD Emerging Markets Debt Spreads
Middle East & Middle East & Spread to Treasuries of USD-denominated debt, percent

100% - Africa7% Africa 10% 12% 1
Average Spread
10%
80% - e : : - Index soread (9/30/12)
e g 8% - EMBIG 39% 3.1%
60% A CEMBI 33%  3.6%
6% 1
Europe 32% 4% +
20% , . 2%
0% - . . . 0% . - . -
) EMBIG CEMBI ‘01 '02- 03 "'o4 05 D6 07 08 09 10 11
g Emerging Market Debt Credit Rating Annual Flows into EMD Mutual Funds & ETFs
g EMB_IG average monthly credit rating, inverse scale Ay, 2012: BBE- Ezi)ﬂoigns usD YTD 2012: $16.7
= o : $16.
- BBB-
2 BB+ $16bn 1
L BB $12bn A
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Source: J.P. Morgan, IMF, MorganMarkets, FactSet, Strategic Insight, J.P. Morgan Asset Management.

Spreads measure the credit risk premium over comparable maturity U.S. Treasury bonds. The J.P. Morgan EMBI Global (EMBIG) Index is a USD-denominated external debt

index tracking bonds issued by sovereigns and quasi-sovereigns in developing nations. The J.P. Morgan Corporate Emerging Bond Index (CEMBI)

is a USD-denominated external debt index tracking bonds issued by corporations. The J.P. Morgan GBI-EM index is a local

currency-denominated index tracking bonds issued by emerging market governments. Past performance is not indicative of comparable future results. J.P. Mor a,n

D f 9/30/12.
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kel Global Equity Markets: Returns and Composition

Weights in MSCI All Country World Index

3Q12 YTD 2012 % global market capitalization
Country / Region Local USD Local USD :
urope ex-
Regions / Broad Indexes
USA (S&P 500) - 6.4 - 16.4 it
EAFE 47 - 70 96 106 =lafes Emerging
47% Markets
Europe ex-U.K. 8.0 9.7 431 12.8 : 13%
Pacific ex-Japan 95 114 155 - 116
Emerging Markets 6.0 7.9 114 123
: Share of Global GDP
MSCI: Selected Countries Based on purchasing power parity
United Kingdom 4.0 71 65 107
France 5.9 7.4 14,7 0.7 United
= Stat da 29
5 Germany 124 139 228 217 R, | 2"ace 2%
2 Japan -32 -08 36 24 Emerging -
® P Markets ~ Japan 5% Other
- China 4.7 4.7 8.9 9.1 Developed
4%
% India 80 164 2485 2584 e o
5% Brazil 53 48 54 3
Russia 6.0 9.4 80~ 116 UK. 3%
Source: Standard & Poor's, MSCI, IMF, FactSet, J.P. Morgan Asset Management.
All ret I MSCI Gross Index (official) data. Share of global GDP based hasi ity (PPP)
e o sy s o S ey s GG J.PMorgan
41 Percentages may not sum to 100% due to rounding. Asset Management

Data as of 9/30/12.
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INSIGHTS Global Economic Growth

Emerging Market Country Real GDP Growth

Year-over-year % chg. — forecasts from JPMSI
10% 1

Historical JPMSI Forecast

8%
6% 4

4% 1
2% A
0%

-2%

4% 4
Emerging Markets China India Russia Mexico South Africa Korea Brazil

Developed Market Country Real GDP Growth -
Year-over-year % chg. - forecasts from JPMS| st e B

10%
3Q11 | 4Q11 | 1Q12 | 2Q12
8%

E 6%

g 4%

"g 2%

< 0%

e 2%

=

e -4%
Developed Japan Canada u.s. Germany France UK. Italy
Countries

Source: J.P. Morgan Global Economic Research, J.P. Morgan Asset Management.
Forecast and aggregate data come from J.P. Morgan Global Economic Research.

Data are as of 9/30/12. JP Morgan
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INSIGHTS

Central Bank Assets — Percent of Nominal GDP

Real Policy Rates — Monthly
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Country Level Monetary Policy and Inflation
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China

Developed Markets

Emerging Markets

Source: J.P. Morgan Global Economics Research, J.P. Morgan Asset Management.

(Top charts) Emerging and Developed Economy GDP growth and real policy rates represent GDP weighted aggregates estimated by J.P. Morgan
Global Economics Research. (Bottom chart) Target policy rates are the short-term target interest rates set by central banks. Inflation rates shown

represent year-over-year quarterly rates for 2Q12. Real policy rates are short-term target interest rates set by central banks minus year-over-year

inflation.
Data are as of 9/30/12.
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INSIGHTS

Exports as a % of GDP — 2011
Goods exports only
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i Eurozone EBRIC = Other Total

26.1%

26.8%

23.4%

26.0%

4.2% 38.9%

0% 5% 10% 15%

Source: IMF, J.P. Morgan Asset Management.

Numbers represent exports of goods only and would be higher if services were included.
Data are as of 9/30/12.
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INSIGHTS The Impact of Global Consumers
Share of Global Nominal Consumption Foreign Sales, % of Total Sales
40% 1 22
35% - 30% A
30% 1 25%
/ Large Cap (Russell 1000)
25% A / 20%
f N\
s Van
—
~_/
~/
— 20% === J.S. Consumption % of Global 15%
g s 9 51 14 G bal
- Small Cap (Russell 2000)
©
= 15% . 10% —_—nn
% 1990 1994 1998 2002 2006 2010 %0 '92 ‘o4 o6 WA 0 02 ‘o4 ‘06 0810

Source: FactSet, Compustat, Russell, J.P. Morgan Global Economics Research, J.P. Morgan Asset Management.

Estimates of global consumption for 2010 and 2011 provided by J.P. Morgan Global Economics Research.

Foreign sales as a percentage of total sales is calculated as an unweighted average of individual index constituent companies’ reported sales figures
and does not capture all index members due to differences in reporting practices.

Data are as of 9/30/12.
JPMorgan
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e European Crisis: Fiscal Challenges

GDP Growth, Debt to GDP and Borrowing Costs

Bubble size = 10-year
government bond yield

=10%
6%] @ e

@-5

Example of Fiscal Redistribution in the U.S.
8% 1

S 49 |
o
N
I
g us.
& 2% A Germany. ®
= France i - o
s EUL @ © Ireland The E.U. Lacks a Similar Fiscal Mechanism
& ox
o Spain ' ftaly
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3
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g -4% :
=
Q
-
=
-6%

20% 40% 60% 80% 100%  120%  140%  160%
Net Debt-to-GDP Ratio (2012 est.)

Source: IMF, BLS, J.P. Morgan Asset Management.

Maps are for illustrative purposes only and are intended to show the current sources of stress in each region. The U.S. state colors are based on level

of unemployment rate. European country colors are based on levels of sovereign stress, including but not exclusively, the measure shown in the J PMor an
above chart on the left. Growth and debt data based on the April 2012 World Economic Outlook. Bond yields as of 9/30/12. o

46 Data are as of 9/30/12. Asset Management
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European Sovereign Funding Costs
10-year benchmark bond yields, daily

European Crisis: Sovereign Bond Yields
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Source: FactSet, ECB, J.P. Morgan Asset Management.
Data are as of 9/30/12. J PMorgan
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European Bank Exposure

Billions USD 3M Euribor - EONIA, 3M Libor - OIS
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Source: Bloomberg, BIS, J.P. Morgan Asset Management.

European Crisis: Financial System Risks

Euribor and Libor Spreads

Euribor Spread
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48

indexed swaps at the effective federal funds rate. The Euribor EONIA spread is the difference between the interest rate at which European Union
banks borrow unsecured funds from other Euro banking institutions and the standard interest rate for Euro area deposits calculated by the European
Central Bank. Both are standard measures of perceived risk in banking institutions. Data are as of 9/30/12.

The Libor OIS spread is the difference between the interest rate at which banks borrow unsecured funds from other banking institutions and overnight
J.PMorgan
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INSIGHTS Chinese Growth and Economic Policy

China and U.S. Contribution to Global GDP Growth Chinese Inflation and the Money Supply

Share of year-over-year change in nominal global GDP Year-over-year % change
g g
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5 15% 1 50%  14% 1 ko
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Source: (Top left) IMF, J.P. Morgan Asset Management. (Top right) National Bureau of Statistics, J.P. Morgan Economics, J.P. Morgan Asset Management. (Bottom left) IMF, J.P.
Morgan Asset Management. (Bottom right) Barclays Capital, Federal Reserve, J.P. Morgan Asset Management.
*In 2009, global growth was negligible, while Chinese growth was robust, which resulted in China contributing more than 1200% to global growth.

Calculations based on PPP exchange rates and 2012 — 2016 growth forecasts are from the IMF. J PMOI‘gan

49 Data are as of 9/30/12. Asset Management
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INSICHTS Global Equity Valuations - Developed Markets
Developed Market Countries Example z
+6 Std Dev Expensive
§ > =ubey relative to
O +4Std Dev world
< +3 Std Dev
§ +2 Std Dev .
© *+1StdDev i | !Expenswe Current
£ Averag —* .
£ -1 stdDev ' ﬁ * , i Average
g -2 Std Dev L 2 Cheap relative to
o -3 Std Dev own history Cheap
& -4 Std Dev g
-5 Std Dev relat:x:r}z
World EAFE  France Japan UK. Germany Australia Canada Switzerland United : v
(ACWI)  Index States
Current Current 10-year avg.
Composite
Index Fwd. PIE P/B PICF Div. Yid. Fwd. PIE PIB PICF Div. Yid.
World (ACWI) -0.88 12.0 17 6.9 2.8% 134 2:1 7.0 2.5%
EAFE Index -1.88 10.9 13 55 3.7% 12.9 17 6.2 3.3%
France -2.39 10.2 1.1 652 4.2% 115 16 5.8 3.7%
(_“ Japan -2.00 11.5 0.9 39 2.7% 178 14 6.2 1.9%
g UK -1.78 10.2 1.6 6.1 4.1% 1.4 2.0 7.1 3.9%
- Germany -1.69 9.8 14 6.6 3.6% 11.8 15 4.6 3.3%
g Australia -1.48 121 17 6.5 4.9% 13.4 22 8.2 4.5%
S Canada -0.92 127 1.8 51 2.8% 13.8 21 12 2.4%
-9 Switzerland 0.34 12.2 20 1.9 3.5% 13.7 24 9.8 2.9%
E United States 0.55 12.6 22 8.2 2.0% 14.4 24 8.4 2.0%

Source: MSCI, FactSet, J.P. Morgan Asset Management.

Note: Each valuation index shows an equally weighted composite of four metrics: price to forward earnings (Fwd. P/E), price to current book
(P/B), price to last 12 months’ cash flow (P/CF) and price to last 12 months’ dividends. Results are then normalized using means and average
variability over the last 10 years. The grey bars represent valuation index variability relative to that of the All Country World Index (ACWI). See

disclosures page at the end for metric definitions. J P Morgan

50 Data are as of 9/30/12. Asset Management
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Emerging Market Countries

+6 Std Dev
& +5Std Dev
g +4 Std Dev
é +3 Std Dev
T +25tdDev
(—g +1 Std Dev
= Average
£ -15tdDev
g -2 Std Dev
-3 Std Dev
2 45t Dev
-5 Std Dev
World EM
(ACWI)  Index
Current
Composite
Index
World(ACWI) -0.88
EM Index -1.43
- Russia -3.71
© China -2.28
5 Brazil -1.92
- Taiwan -0.74
8 South Africa -0.21
6 Korea 0.19
‘E Mexico 1.76
s India 2,69

Global Equity Valuations - Emerging Markets

Example A

Expensive

relative to

world

Expensive
relative to ownT C
ﬂ E istory |
i Cheap relative to l St

s own history Cheap

L relative to
world"

Russia China Brazil Taiwan South Korea Mexico India
Africa
Current 10-year avg.

Fwd. PIE P/B PICF Div. Yid. Fwd. PIE P/IB PICF Div. Yid.
12.0 17 6.9 2.8% 13.4 21 7.0 2.5%
10.3 1.6 6.1 2.9% 10.9 1.9 57 2.7%
5.2 0.8 3.6 3.6% 7.9 1.3 4.9 2.2%
9.0 1.5 4.5 3.3% 122 21 4.1 2.8%
10.8 1.4 6.2 4.1% 9.6 1.9 55 3.5%
15.0 1.8 5.9 3.3% 15.2 1.8 6.5 3.5%
11.6 23 9.7 3.5% 10.9 23 7.5 3.4%
B.7 13 5.7 1.1% 9.4 1.5 5.0 1.8%
16.7 29 6.3 1.6% 13.4 26 56 2.0%
14.0 25 127 1.5% 451 3.2 12.0 1.5%

Source: MSCI, FactSet, J.P. Morgan Asset Management.

Note: Each valuation index shows an equally weighted composite of four metrics: price to forward earnings (Fwd. P/E), price to current book
(P/B), price to last 12 months’ cash flow (P/CF) and price to last 12 months’ dividends. Results are then normalized using means and average
variability over the last 10 years. The grey bars represent valuation index variability relative to that of the All Country World Index (ACWI). See
disclosures page at the end for metric definitions.

JPMorgan

Data are as of 9/30/12. Asset Management
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Emerging Market Equity Composition

MSCI EM Index by Region MSCI EM Index by Sector

= Other
5 Africa/Mideast = Commodities
= Asia/Pacific ex Japan
= Europe S Financials
¥ Latin America = Tech
= Consumer

MSCI EM Country Index by Sector

100% 1 =
80% H
— = Other
g
o 60% = Commodities
=
© sFinancials
< 40% 1
2 #Tech
o
== 20% = Consumer
0%

Mexico*

China

Brazil Russia India

Source: MSCI, FactSet, J.P. Morgan Asset Management. “Other” is comprised of Healthcare, Industrials, Telecom, and Utilities sectors.
*Mexican Telecom sector accounts for 28% of the country’s market capitalization. Values may not sum to 100% due to rounding.

Data are as of 9/30/12.

JPMorgan
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it International Economic and Demographic Data
Economics Demographics
GDP USD GDP .Per GDP  Unempl. |Inflation C.A. Bopilation Population Median  Migration
(BSs) Capita  Growth Rate (CPI) (%GDP) Growth Age per 1000
Developed
u.s. $15,094 $48,387 1.3% 8.1% 11% -3.6% 314 mm 0.9% 37.1 yrs +3.6
Canada 1737 50,436 1.9 7.3 1.4 -2.5 34 0.8 41.2 +5.7
U.K. 2,418 38,592 2.0 8.1 25 -2.3 63 0.6 40.2 +2.6
Germany 3,577 43,742 0.3 6.8 2.0 5:3 81 -0.2 453 +.7
France 2,776 44,008 -0.3 10.2 2.2 -1.9 66 05 40.4 +1.1
Japan 5,869 45,920 -2.0 4.3 -0.4 15 127 -0.1 45.4 -
Italy 2,199 36,267 -2.5 10.6 87 -2.3 61 0.4 43.8 +4.7
Emerging
Russia 1,850 12,993 2.0 5.2 6.9 5.4 143 0.5 38.8 +0.3
Mexico 150 10,153 35 5.4 4.6 -04 115 1.1 274 -3.1
Brazil 2,493 12,789 4.8 53 53 -2.1 199 11 29.6 -0.1
China 7,298 5414 74 4.1 20 2.8 1,343 0.5 359 -0.3
India 1,676 1,389 52 9.8 2.7 25 15205 13 265 -0.1

Source: FactSet, Eurostat, CIA, J.P. Morgan Securities, J.P. Morgan Asset Management.

GDP levels represent 2011 data and are from the April 2012 World Economic Outlook published by the IMF, except for the U.S. levels, which come directly from the BEA. All
GDP Growth data are from J.P. Morgan Economics and expressed as % change versus prior quarter annualized. All GDP growth data are for 3Q12. India unemployment is
from CIA estimates and is as of 2011. CPI Inflation is shown as % change versus a year ago and all data are for August 2012, except for Japan, which is as of July 2012.
Unemployment rate for developed countries comes from FactSet Economics, Eurostat and Statistics Canada and represent the most recently available data. Demographic
data provided by CIA World Factbook at CIA.gov.

Current Account (C.A.) represents each country’s current account balance as of 6/30/12. Russia, China and Brazil's current accounts are as of 12/31/11.

Data are as of 9/30/12.
JPMorgan
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NEICMTS Current Account Deficit and U.S. Dollar
Current Account Balance, % of GDP U.S. Dollar Index
Nominal trade-weighted exchange index: major currencies
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Source: BEA, FactSet, J.P. Morgan Asset Management. Source: Federal Reserve, FactSet, J.P. Morgan Asset Management.
Data are as of 9/30/12 and are reported quarterly. Data are as of 9/30/12.
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INSIGHTS Asset Class Returns

10-yrs '02 - '11
2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 2012YTD 3Q12  Cum. Ann.

DJ UBS S&P DJ UBS
Cmdty
23.9%

Barclays | Russell DJ UBS mMscl | Russell |Barclays S a
Agg 200 Cmdty EAFE 2000 Agg i
10.3% % 17.5% . 9 26.9% 7.8% 164.2% 10.2%

Market MSCl MSsCl MSCl MsCl DJ UBS Market REITs MSsCl Market Russell MSCl Asset Asset
Neutral EAFE EAFE EAFE EAFE Cmdty Neutral | | Neutral 2000 EAFE Alloc. Alloc.

4% 39.2% 2 % 14.0% 1.1% 1.1% 18 o 4.5% i/ % 82.8% 6.2%
REITs RE 1 DJ UBS S&P 1S Barclays §Barclays
‘ AATQ ) | Cmdty 500 500 Agg Agg
8% 37.1% [ 12.2% 1 ‘ . ; 212 7% 1% 6.4% 75.4% 5.8%
Asset : N MSClH 1 S "
Cash - . Al ? Cash EAFE =
1.7% . = . . : 1% 10.6% .
Asset Asse Market Asse Barclays | DJ UBS Asset Asset Asset Asset Market Market
. Neutral sC. Agg Cmdty bT Alloc. Alloc. Neutral Neutral
12.5% 9.8% 4.5% 72.1% 5.6%
DJ UBS S&P Market DJ UBS MSCI MSCI
Cmdty 500 Neutral dty EAFE EAFE
Y 4.9% 11.2% % 8.2% . & 5.1%
MSCI Market Market Barclays |Barclays MSCI Barclays DJ UBS DJ UBS
h
EAFE | Neutral | Neutral b £aan | BEED Agg Agg EAFE Agg REITS ¥ Cmaty | cmaty
-15.7% 7.1% 6.5% 4.8% 4.8% -3 % 5.9% 6.5% 1 4.0% 1.0% 5 % 4.7%
< Barclays |Barclays Cish Barclays | | MSCl Market ca Market S&P S&P
Agg Agg Agg EAFE Neutral Neutral 500 500
0 4. 1% 4.3% 3.0% 4.3% -43.1% % 0.1 % 3 % 2.9%
o S&P :
© Cash Cash Cash Cash
6 500 Neutral
= -22.1% 1.0% 1.2% 5 18 -0.5% 0.0% 20.2% 1.9%
[} Source: Russell, MSCI, Dow Jones, Standard & Poor’s, Credit Suisse, Barclays Capital, NAREIT, FactSet, J.P. Morgan Asset Management.
0 The “Asset Allocation” portfolio assumes the following weights: 25% in the S&P 500, 10% in the Russell 2000, 15% in the MSCI EAFE, 5% in the MSCI EMI,
2 25% in the Barclays Capital Aggregate, 5% in the Barclays 1-3m Treasury, 5% in the CS/Tremont Equity Market Neutral Index, 5% in the DJ UBS Commodity
Index and 5% in the NAREIT Equity REIT Index. Balanced portfolio assumes annual rebalancing. All data except commodities represent total return for stated
period. Past performance is not indicative of future returns. Data are as of 9/30/12, except for the CS/Tremont Equity Market Neutral Index,
which reflects data through 8/31/12. “10-yrs” returns represent annualized total return. These returns reflect the period from 1/1/02 — 12/31/11. J PMor an
Please see disclosure page at end for index definitions. *Market Neutral returns include estimates found in disclosures. ol
Data are as of 9/30/12.
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MARKET

INSICHTS Correlations: 10-Years
Eq
Large Small Core Corp. Hedge Market
Cap Cap EAFE EME Bonds HY EMD Cmdty. REITs Funds Neutral*
Large Cap 1.00 0.95 0.92 084  -0.21 0.78 0.67 0.53 0.79 0.81 0.59
Small Cap 1.00 0.88 0.79 -0.27 0.73 0.59 0.46 0.84 0.76 0.55
EAFE 1.00 0.93 0145 @ 075 0.66 0.59 0.72 0.87 0.72
EME 1.00 -0.09 0.79 0.73 0.64 0.64 0.90 0.62
Core Bonds 1.00 -0.03 027 -0.27 0.00 -0.22 -0.09
Corp. HY 1.00 0.85 0.56 0.70 0.78 0.44
EMD 1.00 0.44 0.61 0.65 0.40
Commodities 1.00 0.40 0.72 0.50
REITs 1.00 0.59 0.50
Hedge Funds 1.00 0.60
Eq Market Neutral* 1.00

Source: Standard & Poor’s, Russell, Barclays Capital Inc., MSCI Inc., Credit Suisse/Tremont, NCREIF, DJ UBS, J.P. Morgan Asset Management.

Indexes used — Large Cap: S&P 500 Index; Small Cap: Russell 2000; EAFE: MSCI EAFE; EME: MSCI Emerging Markets; Bonds: Barclgys

Capital Aggregate; Corp HY: Barclays Capital Corporate High Yield; EMD: Barclays Capital Emerging Market; Cmdty.: DJ UBS Commaodity Index;

Real Estate: NAREIT Equity REIT Index; Hedge Funds: CS/Tremont Multi-Strategy Index; Equity Market Neutral: CS/Tremont Equity Market

Neutral Index. *Market Neutral returns include estimates found in disclosures.

All correlation coefficients calculated based on quarterly total return data for period 9/30/02 to 9/30/12. J PM OI’ gan

This chart is for illustrative purposes only.
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INSIGHTS Mutual Fund Flows

Asset Class

Fund Flows
Billions, USD AUM YTD2012 2011 2010 2009 2008 2007 2006 2005 2004 2003 2002 2001 2000 1999 1998
Domestic Equity 4270  (77) (132}, (81) (28) (148) (65) (0) 18 401 120 (26) 55 261 176 149
World Equity 1,492 18 4 58 28 (80) 139 149 406 71 24 (3) (22) 53 11 38
Taxable Bond 2,724 169 135 230 311 22 97 45 26 5 40/ 125 76 . (36) 8 59
Tax-exempt Bond 562 39 (42) 11t 89 B 41 .15 5 (15 @) 47 11 (4 @12 15
Hybrid 946 39 31 24° 10 (°6) 42 18 37 49 38 9 g9 (@5 A4 10
Money Market 2,554  (138) (124) (525) (539) 637 654 245 62 (157) (263) (46) 375 159 194 235
Cumulative Flows into Stock & Bond Funds Difference Between Flows Into Stock and Bond Funds
Includes both mutual funds and ETFs, $ billions Billions, USD, U.S. and international funds, monthly
$40
3l Aug. ’12: $1,288 billion into bond funds Bond flows exceeded equity flows
$1.200 and fixed income ETFs since '07 by $51 billion in August 2012
$20
$1,000
$800 30
$600 Aug. '12: $209 billion g0
into stock funds and
$400 equity ETFs since '07
-$40
$200
Stocks
$0 4= -$60
'07 '08 '09 10 11 e May '08 Mar '09 Jan '10 Nov '10 Sep '11 Jul'12

Source: Investment Company Institute, J.P. Morgan Asset Management.
Data include flows through August 2012 and exclude ETFs. ICI data are subject to periodic revisions. World equity flows are inclusive of

emerging market, global equity and regional equity flows. Hybrid flows include asset allocation, balanced fund, flexible portfolio and mixed
income flows. J.P. MOI' an
Data are as of 9/30/12. Asset Management
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S&P 500 Total Return: Dividends vs. Capital Appreciation @ . -

Average annualized returns Capital Appreciation
20% 1 [ Dividends

15% A
10% A
5%

0%

-5% A

-10% A
° " 1926-1929 1930's 1940's 1950's 1960's 1970's 1980's 1990's 2000s 1926 to 2011

REIT Dividend Yields Equity Dividend Yie'ld_s ‘
Major world markets by capitalization nt lé/I;jor world markets by capitalization

9% 1 55%  55% 54

4.8%
5% 1 5% 4

4% 1 4% 1
3% 1 3% 4

2% 1 2% 4

0%
u.s. France  Australia Singapore Canada Japan Global U.K. u.s. Australia  France U.K.  Switzerland Canada ACWI Japan

Source: (Top chart) Standard & Poor’s, Ibbotson, J.P. Morgan Asset Management. (Bottom left) FactSet, NAREIT, J.P. Morgan Asset Management.
Yields shown are that of the appropriate FTSE NAREIT REIT index, which excludes property development companies. (Bottom right) FactSet, MSCI,

J.P. Morgan Asset Management. Yields shown are that of the appropriate MSCI index. J.P. Morgan
Data are as of 9/30/12. Asset Management
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SNSIEITE Global Commodities
Commodity Prices Oil Demand: Emerging Markets Share
Weekly index prices rebased to 100 Emerging markets as % of total global oil consumption
e 40% 1
. 38% 1
Precious Metals
36%
500
Industrial Metals
34%
400 32% 1
30%
‘06 '97 98 09 00 '01 '02 03 '04 05 106 W7 ‘08 '09 011
300 Commodity Prices and Inflation
Year-over-year % chg.
8% DJ-UBS Commodity Index (Y/Y % chg.)[80%
—_
6% +60%
200+
4% +40%
Grains o L ogo
» f,\'\/"\‘\ AN
@ 100 0% TPt \[/ o \\/ 0%
G -2% \\\/ -20%
@ Livestock -4%1{Headline CPI (Y/Y % chg.) L-40%
n —
() 0 sy T T T T T T T T T -6% 60%
< '03 '04 '05 '06 '07 '08 '09 1o 1 12 '94 '96 '98 '00 '02 ‘04 '06 '08 10 e
Source: Dow Jones/UBS, FactSet, J.P. Morgan Asset Management. Source: (Top) BP Statistical Review of World Energy, J.P.
: . : . M, ! LS, DJ :
Commodity prices represented by the appropriate DJ/UBS Commodity sub-index. F:é?;;ﬁ%;é&ﬁ?g:g?;:g{ Nggg:;:%sm' es J.P. Morgan
50 Dotaareias of 9/30/12. Data are as of 9/30/12. Asset Management
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Gold Prices - World Gold Production
$/0z Year TroyOunces Total Value
$3,000 4
2000 83.3 mm $23 bn
Jan. 1980: =mm Gold, Inflation Adjusted 2001 83.6 mm $23 bn
$2,500 $2y48036 == Gold
2002 82.0 mm $25 bn
Sep. 2012: 2003 81.7 mm $30 bn
$2,000 $1,763.00
2004 77.8 mm $32 bn
2005 79.4 mm $35 bn
$1,500
2006 76.2 mm $46 bn
Jan. 1980: 2007 75.6 mm $53 bn
1,000
. $850.00
2008 73.3 mm $64 bn
3 $500 2009 79.1 mm $77 bn
a
(&) 2010 82.3 mm $101 bn
-
® $0
: ¥ t y ! T T T 2011 86.8 mm $136 bn
2 75 '80 '85 ‘90 '95 '00 '05 10
Source: (Left chart) EcoWin, BLS, U.S. Department of Energy, FactSet, J.P. Morgan Asset Management. (Right table) U.S. Geological Survey, World
Gold Council, J.P. Morgan Asset Management. CPI adjusted gold values are calculated using month averages of gold spot prices divided by the CPI
value for that month. CPI is rebased to 100 at the end of the chart. 2011 world production is a U.S. Geological Survey estimate. J PMorgan
Data are as of 9/30/12. — Y
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o Historical Returns by Holding Period

Range of Stock, Bond and Blended Total Returns
Annual total returns, 1950 — 2011

60% 1 x :
Annual Avg. Growth of $100,000
Total Return over 20 years
50% Stocks 10.8% $771,337
Bonds 6.3% $337,713
40% 50/50 Portfolio 8.9% $552,853
30%
20%
: 16% 17%
10%
0,
0 /0 1% 1% 2% 1%
-10%
B stocks
-20% . Bonds
» B 50/50 Portfolio
8 -30%
-
S 40% -
<V(> 1-yr. 5-yr. rolling 10-yr. rolling 20-yr. rolling

Sources: Barclays Capital, FactSet, Robert Shiller, Strategas/Ibbotson, Federal Reserve, J.P. Morgan Asset Management.

Returns shown are based on calendar year returns from 1950 to 2011. J P Morgan
Data are as of 9/30/12. sl Sl o, P
Asset Management

i Diversification and the Average Investor

o . g . Top) Indexes and weights of the
Maximizing the Power of Diversification (1994 — 2011) e - Lo mimnerioasd
Traditional Portfolio More Diversified Portfolio t’-Sa:w;g;i gz:/&asépcs?{aﬁJ's'
| onds: 30% api
= Equity Mkt. Neutral Aggregate. International stocks:
. S 15% MSCI EAFE. Portfolio with 25%
5 Commodities in alternatives is as follows: U.S.
stocks: 22.2% S&P 500, 8.8%
8 REIT Russell 2000; International Stocks:
4.4% MSCI EM, 13.2% MSCI EAFE;
= S&P 500 U.S. Bonds: 26.5% Barclays Capital
Aggregate; Alternatives: 8.3%
= Russell 2000 CS/Tremont Equity Market Neutral,
8.3% DJ/UBS Commodities, 8.3%
8 MSC| EAFE NAREIT Equity REIT Index. Return
and standard deviation calculated
~ using Morningstar Direct.
S el Charts are shown for illustrative
purposes only. Past returns are no
. : guarantee of future results.
Return: 6.75% Return: 7.09% Diversification does not guarantee
s e investment returns and does not
Standard Deviation: 10.94% Standard Deviation: 9.97% eliminate risk of loss. Data are as of
9/30/12.

= H = (Bottom) Indexes used are as
20-year Annualized Returns by Asset Class (1992 — 2011) folowe: REITS: NAREIT Equity REIT
12% 1 10.9% Index, EAFE: MSCI EAFE, Oil: WTI

== Index, Bonds: Barclays Capital U.S.
Aggregate Index, Homes: median
sale price of existing single-family
homes, Gold: USD/troy oz, Inflation:
CPI. Average asset allocation
investor return is based on an
analysis by Dalbar Inc., which utilizes
the net of aggregate mutual fund
sales, redemptions and exchanges
each month as a measure of investor
behavior. Returns are annualized
(and total return where applicable)
and represent the 20-year period
ending 12/31/11 to match Dalbar’s
most recent analysis.

= S&P 500
= MSCI EAFE

® Barclays Agg.

= Barclays Agg.

10%

8%

6%

4%

Asset Class

2%

0%
REITs oil S&P 500 Gold Bonds EAFE Inflation Homes Average JP MOI’g an
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Annual Returns and Intra-year Declines

S&P 500 Intra-year Declines vs. Calendar Year Returns
Despite average intra-year drops of 14.5%, annual returns positive in 25 of 32 years

50% 1

35%

20%

5% 1

-10%

-25% 1

-40%

-55% -

34

31

-10 -13

-23

-47

'80 '81 '82 '83 '84 '85 '86 '87 '88 '89 '90 '91 '92 '93 '94 '95 '96 '97 '98 '99 '00 '01 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11

Source: Standard & Poor’s, FactSet, J.P. Morgan Asset Management.

Returns are based on price index only and do not include dividends. Intra-year drops refers to the largest market drops over periods of 6 months or

less. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2011.

Data are as of 9/30/12. J.P.MOI' an
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Cash Accounts
Annual Income Generated by $100,000 Investment in a 6-month CD Weight in
$10,000 Money Supply . 9
$ Billions Money
Component Supply
$8,000
2006: $5,240
Se.0m M2-M1 7,688  76.7%
$4,000 1
Retail MMMFs 641 6.4%
$2,000 1
$0 Savings deposits 6,348 63.3%
1986 1990 1994 1998 2002 2006 2010
o < =
Cash as a % of Total Household Financial Assets Small time deposits 700 7.0%
28%
Mar. '09 S&P 500 low
24% Oct. '02 S&P 500 low ¥ Institutional MMMFs 1,723 17.2%
20% \ Cash in IRA & Keogh 616 6.1%
accounts e
16%
12% Total 10,026 100.0%
'98 ‘00 '02 '04 '06 ‘08 10 12
Source: Federal Reserve, St. Louis Fed, Bankrate.com, J.P. Morgan Asset Management. All cash measures obtained from the Federal Reserve are
seasonally adjusted monthly numbers. All numbers are in billions of U.S. dollars.
Small-denomination time deposits are those issued in amounts of less than $100,000. All IRA and Keogh account balances at commercial banks
and thrift institutions are subtracted from small time deposits.
Annual income is for illustrative purposes and is calculated based on the 6-month CD yield on average during each year and $100,000 invested.
IRA and Keogh account balances at money market mutual funds are subtracted from retail money funds.
Past performance is not indicative of comparable future results. J.P. MOI' an
Data are as of 9/30/12. Asset Management



ki Corporate DB Plans and Endowments

Defined Benefit Plans — Funded Status: S&P 500 Companies

Asset Allocation: Corporate DB Plans vs. Endowments
B Underfunded

Equities !
45.3%
Fixed Income
Hedge Funds
1999 2010
Pension Return Assumptions: S&P 500 companies
Private Equity 40% I 1999: Average 9.2%
30%
Real Estate §
n
Q
& 20%
£
Other [}
& S 09
L = 10%
—— °
(&) 4.0% >
© - 4% 0%
A 0,
@ % of total <7% Tt 75t B8t 85t 9o 95t >10%
2 4 % % 0 0 % 0 10/ K 0 1 0/
< 0% 10% 20% 30% 40% 50% 156 g ARetu?‘r? ﬁssur?lgtion Jon 0%
Source: NACUBO (National Association of College and University Business Officers), Towers Watson, Compustat/FactSet, J.P. Morgan Asset
Management. Endowments represents dollar-weighted average data of 842 colleges and universities. Pension Return Assumptions based on all J PM
available and reported data from S&P 500 Index companies. Funded Status based on 351 companies reporting pension funding status as of Organ
3/31/11. Return assumption bands are inclusive of upper range. All information is shown for illustrative purposes only. Data are as of 9/30/12.
Asset Management
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it 5 The Dow Jones Industrial Average Since 1900

Dow Jones Industrial Index, Price Return (Since 1900)

Log Scale
2000 - present

10,000~

3,000-

1,000-

400-

100-

10 20 30 40 '50 '60 70 '80 '90 '00 10

Source: IDC, FactSet, J.P. Morgan Asset Management.

Data shown in log scale to best illustrate long-term index patterns.
Past performance is not indicative of future returns. Chart is for illustrative purposes only. J PM OI‘ g a n
Data are as of 9/30/12. { s
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