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Global overview of stock markets: iAMY

Financial Group

One conclusion... down almost everywhere

Global Equities: Performance 2018

Local returns, December 31, 2018
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The Canadian stock market was no exception!

Canadian Asset Performance (TR%)

Canadian Equities: Size & Style (2018) 31-Dec-18
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We used MSClindices to track performance of Value/Grow th.
Source: Scotiabank GBM Portfolio Strategy, Bloomberg.
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Post-mortem 2018: Only a few asset classes .
» iAMS
generated a positive return Financial Group

Asset Class Total Return by Year (USD)
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Volatility returned in 2018 on Wall Street Financlal Group

CBOE Market Volatility Index (VIX)

Index level
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Source: Credit Suisse, January 2019

Sources: CBOE, FactSet, J.P. Morgan Asset Management.

Stock market returns are based on calendar year peak to trough declines experienced during VIX spike, except for J.P. Morgan acquires Bear
Steamns, which is based on the calendar year peak to the acquisition date. Average is based on the period shown from 12/31/2006 to 12/31/2018.
Guide to the Markets — U.S. Data are as of December 31, 2018.
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Wall Street: &
iAST

A very difficult year-end
S&P 500 : Worst quarter since 2008! S&P 500 : Worst returns for the month of december
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S&P 500: Strong earnings growth in 2018 but ... iAMN

with a contraction of the P/E ratio at the same time!

Earnings Revisions

2018 EPS Revisions

Financial Group

Change in Calendar Year PEs
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2018 revisions 106
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Note: Average historical path of next-year revisions from 2011-2017, indexed to 100 on %30 of prior year

Source: Standard & Poor's, Thomson Finandal, FadSet, Credit Suisse

7 Source: Credit Suisse, January 2019
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Note: Change in muliple poinis over calendar year; 1976 to present 2002 and 2000 were the worst two years
Source: Standard & Poor's, Thomson Fnandal, Fad Set, and Credit Susse



An almost inverted 10/2 yield curve:

A recession signal?

IAST

Financial Group

u.s. yleld.curve steepness Recession
Short-term yield versus long-term yield spread*
4% - /
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April 11, 1968 19 months
-29%, 4 March 9, 1973 7 months
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Source: FactSet, Federal Reserve, J.P. Morgan Asset Management. *From January 1962 to May 1976 short-term bond is U.S. 1-year bond. Short-
dated bond is 2-year from June 1976. Time to recession is calculated as the time between the final sustained inversion of the yield curve prior to
recession, and the onset of recession

Source: JP Morgan, December 31, 2018



Good news: Most leading indicators suggest that iAM
recession probabilities are relatively low Financial Group

Recession Dashboard
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W.lth such low real rate.s, | ,' Aﬁﬂ
it is premature to predict a recession Financial Group

U.S. Real Fed Funds Rate

| (Effective Fed Funds Rate Less Core PCE Y/Y) Real Fed Funds Rate
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1 O Source: Strategas, December 2018



Risk premium on corporate bonds: iAM
At the current level, little risk of recession Financial Group

U.S. : Corporate spreads

Investment Grade (IG), in % Real GDP vs IG effective yield
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1 1 Source: iA Economics, data via Bloomberg



Bottom line: Despite this correction of nearly 20%, we 1AM

Financial Group

should not predict a recession too quickly!

S8&P 500 Index Bear Markets Since WWII
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12 Source: LPL Research, FactSet 12570018
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China-U.S. trade tensions Wage acceleration in the U.S.
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Wall Street: Obvious signs of capitulation? Financial Group

S&P 500 - % of Stocks Making New 52-w Lows US Financials - % of Stocks Making New 52-w Lows
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In the absence of a recession, the market tends to

IAST

recover its losses faster

S&P 500 Daily Returns (Measured on a Logarithmic Scale) 9
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2019 horizon: At the current valuation level, we iAMY
can expect better equity returns in 2019

S&P 500 Equity Risk Premium

: , , Average Forward 12 Month Return by ERP Tranche
(Earnings Yield less 10-Year Treasury Yield, bps)
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What to favour in 2019? Overseas markets expected

to benefit from a weak greenback

17

MSCI All Country World ex-U.S. and S&P 500 Indices
Dec. 1996 = 100, U.S. dollar, price return
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Source: FactSet, MSCI, Standard & Poor's, J.P. Morgan Asset Management.

Forward price to earnings ratio is a bottom-up calculation based on the most recent index price, divided by consensus estimates for earnings in the
next 12 months (NTM), and is provided by FactSet Market Aggregates. Returns are cumulative and based on price movement only, and do not
include the reinvestment of dividends. Dividend yield is calculated as consensus estimates of dividends for the next 12 months, divided by most

recent price, as provided by FactSet Market Aggregates. Past performance is not a reliable indicator of current and future results J PMOI- an
Guide to the Markets — U.S. Data are as of December 31, 2018 s da
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What to favour in 2019? iAM
Canada’s banking sector has become very attractive Financal Group

S&P 500 vs S&P/TSX: Forward P/E ratio S&P/TSX: P/E ratio of the financial sector
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1 8 Source: iA Economics, data via Bloomberg



Finance 101: Getting to know ourselves, staying on iAM
course and consulting a financial advisor Financial Group

Range of stock, bond and hlended total returns
Annual total returns, 1950-2017

Point of maximum B § Annual g, Growth of $100,000
ow T feel financial risk total return over 20 years
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Source: Opti on Al ph a Source: Barclays, Bloomberg, FactSet, Federal Reserve, Robert Shiller, Strategas/ibbotson, J.P. Morgan Asset Management.

Retums shown are based on calendar year retums from 1950 to 2017. Stocks represent the S&P 500 Shiller Composiie and Bonds represent
Strategas/Ibbotson for periods from 1950 to 2010 and Bloomberg Barclays Aggregate thereafter. Growth of $100,000 is based on annual average
total retums from 1950 to 2017

Guide to the Markets — UL.S. Data are as of September 30, 2018 J P MO rga n
sl BBy it
19 Asset Management
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To reach us
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