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SECURITIES LICENSED ASSOCIATES OF CAPITAL ASSET MANAGEMENT GROUP INC. AND THE INSTITUTE FOR FINANCIAL
INDEPENDENCE ARE REGISTERED REPRESENTATIVES OFFERING SECURITIES
THROUGH CAMBRIDGE INVESTMENT RESEARCH, INC. A BROKER/DEALER. MEMBER FINRA/SIPC. LICENSED
ADMINISTRATIVE ASSOCIATES DO NOT OFFER SECURITIES. INVESTMENT ADVISORY LICENSED
ASSOCIATES OF CAPITAL ASSET MANAGEMENT GROUP INC. AND THE INSTITUTE FOR FINANCIAL INDEPENDENCE ARE
INVESTMENT ADVISOR REPRESENTATIVES OFFERING ADVISORY SERVICES
THROUGH CAPITAL INVESTMENT ADVISORS, INC. A REGISTERED INVESTMENT ADVISOR. CAPITAL ASSET MANAGEMENT
GROUP/CAPITAL INVESTMENT ADVISORS AND THE INSTITUTE FOR FINANCIAL
INDEPENDENCE ARE SEPARATE AND UNRELATED COMPANIES FROM CAMBRIDGE.
TM AND © 2012, CAPITAL ASSET MANAGEMENT GROUP, INC. ALL RIGHTS RESERVED.
The indexes mention/eti'-in this 'semivnar are unmanaged and not available for direct investment.

“7Past performance-is no guarantee of future results.

Opinions, estimates, forecasts, and stat, i ents of financial market trends that are based on current market conditions constitute our Judgment
and are subject to change w1thout notlce We believe the mformatlon contalned in this’ commentary has been obtained from sources that are

any secunty
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Dr. David Kelly

Dr. David Kelly is the Chief Global Strategist and Head of the Global

437 ‘Market In5|ghts Strategy Team for J.P. Morgan Asset Management.
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in j::W|th over 20° years of\experlence David provides valuable insight and
LA ‘perspectlve n the economy and markets to the institutional investor and

-financial advusar g\ob‘al communities.

\
AR Th_rough‘qmt‘hls_ career, David has developed a unique ability to explain
- complex economic and market issues in a language that financial
professionals can use to communicate to their clients. He is a keynote

speaker at many national investment conferences and a frequent guest on
CNBC, Bloomberg, and other financial media outlets.

Prior to joining J.P. Morgan Asset Management, David served as Economic
Advisor to Putnam Investments. He has also served as a senior
strategist/economist at SPP Investment Management, Primark Decision
Economics, Lehman Brothers and DRI/McGraw-Hill.

David is a CFA® charterholder. He also has a Ph.D and M.A. in Economics
from Michigan State University and a B.A. in Economics from University
College Dublin in the Republic of Ireland.
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Please email questions to M.Trogdon@CahitalA/MG.com
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After the Storm: Investing in 2021 and Beyond

After a terrible toll, vaccines will end the pandemic in 2021.

GDP growth will surge in late 2021 and early 2022 before slowing as the economy
approaches full employment.

Fiscal and monetary policy will remain very easy in 2021 although higher interest rates
and taxes are likely by the middle of the decade.

Lofty valuations and the threat of inflation are the most obvious risks...but the greatest
risks are usually unanticipated.

Diversification should continue to manage risks and capture opportunities.
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Vaccines should end the pandemic in 2021. GTM-UsS. | 23

Change in confirmed cases and fatalities in the U.S.
T-day moving average, as of February 22, 2021
300,000

Fatalities P
COVID-19 Fatalities by age, 2020
Age % of Population % of Fatalities
250,000 4 Under 25 31.5% 0.2%
25-64 52.1% 19.2%
65+ 16.5% 80.6%

200,000 4

150,000 4

100,000 +

0 T T T T T T T T T T T
Mar 20 Apr'20  May'20 Jun 20 Jul'20 Aug 20 Sep 20 Oct 20 MNov 20 Dec'20 Jan'21 Feb'21

Source: Centers for Disease Confrol and Prevention, Johns Hopkins CSSE, J.P. Morgan Asset Management.
Guide to the Markets — U.5. Data are as of February 22, 2021.
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After the Storm: Investing in 2021 and Beyond

After a terrible toll, vaccines will end the pandemic in 2021.

GDP growth will surge in late 2021 and early 2022 before slowing as the economy
approaches full employment.

Fiscal and monetary policy will remain very easy in 2021 although higher interest rates
and taxes are likely by the middle of the decade.

Lofty valuations and the threat of inflation are the most obvious risks...but the greatest
risks are usually unanticipated.

Diversification should continue to manage risks and capture opportunities.
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The recovery will slow, accelerate and slow again by 2022. G

Real GDP Components of GDP
Billions of chained (2012} dollars, seasonally adjusted at annual rates 4020 nominal GDP, USD trillions

520,000 A 324 -

N $22

Q/Q saar 50 314 334 40
$19,500 - YIY 03 -90 28 -25 320 13.6% Inves tment ex-hous ing

318

$19.000 + 316

318500 |

518,000

$17.500

$17.000 .
:

I T T T P B B s} -3.7% Net exports
My LY B :'\ Wy :;, s . :i. :‘ . o e
b‘: '\: 1= % h: Lol Pl e -

Source: BEA, FactSet, J P. Morgan Asset Management. Values may not sum to 100% due to rounding.
Guide to the Markets — U.S. Data are as of February 22, 2021.
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The U.S. should recover its pandemic job losses by late 2022 and
the unemployment rate could hit 4% by late 2022.

GTM-us. | 30

Civilian unemployment rate and year-over-year wage growth for private production and non-supervisory workers
Seasonally adjusted, percent

16% -
50-year avg. Apr. 2020: 14 8%
9]

Unemployment rate 6.3%

Nov. 1982:10.8%
Oct. 2009: 10.0%

May 1975: 9.0%

Jun. 1992:7.8%

Jun, 2003:6.3% Jan.2021: 6.3%

0%

1 73 75 7T ‘79 ‘81 83 86 8T

Source: BLS, FactSet, J P. Morgan Asset Management.
Guide to the Markets — U.S. Data are as of February 22, 2021.




Inflation could reach 2% in April 2021 but then stabilize. GTM-Us. | 33

CPl and core CPI

% change vs. prior year, seasonally adjusted
15% 1
Dec.2020 Jan.2021

Recess ion

qj Core CPI 16% 14%
Food CPI 39% 38%
Energy CPI -7 3% -38%
Headline PCEdeflator 1.3% -
Core PCE deflator 15% -

-3% -
'TMMoT7T3 7% 7T 73 ‘81 83 85 BV 89 91 93 95 "7 89 01 03 05 07 09 1

Source: BLS, FactSet, J P. Morgan Asset Management.
CPl used is CPI-U and values shown are % change vs. one year ago. Core CPl is defined as CPl excluding food and energy prices. The

Personal Consumption Expenditure (PCE) deflator employs an evolving chain-weighted basket of consumer expenditures instead of the fixed-
weight basket used in CFI calculations.
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Earnings held up well in 2020 and could hit a new high in
2021.

S&P 500 year-overwyear operating EPS growth
Annual growth broken info revenue, changes in profit margin & changes in share count
Share of EPS growth  4Q20" Avg.'01-19
i Margin 10.1% 0.4%
A7% B Revenue -02% 2.1%

60% -

2%
17% I
I ™ '
1
. .
5%

-49%

‘01 ‘02 03 04 05 06 O7 08 0% 10 11 ' ! ' ' 17 18 M9 1Q20 2Q20 3Q20 4Q20%

Source: Compustat, FactSet, Standard & Poor's, J.P. Morgan Asset Management.
EPS levels are based on annual operating eamings per share. Percentages may not sum due to rounding. Past performance is not indicative of
future returns. *4020 eamings are calculated using actual eamings for 43.4% of S&F 500 market cap and eamings estimates for the remaining
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The world should see a synchronous recovery in 2021... GTM-US. | 61

Global Composite Purchasing Managers’ Index, quarterly

2008 2009 2010 2m1 2012 2M3 2014

acceleration or deceleration of the sector, for the time period shown. Heat map is based on quarterly averages, with the exception of the two most
recent figures. which are single month readings. Data for the U.S. are back-tested and filled in from December 2007 to September 2009 due to lack
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...and stronger overseas growth could push the dollar

GTM-US. | 54

U.S. dollarand intemational GDP growth Currency impact on intermational returns
Real GDP growth: U.S_-intl. (52year moving avg. ), U.S. dollar 100 = 1984 MSCI All Country World ex-J.5. Index, total retum
= ‘8791 92700 01411 1219 2025 [ | ° 60% -
U.S. 26% 38% 17% 24% 13%
4% 4 Worldex-U.5. 37% 26% 29% 29% 25%
Difference 1.1% 12% A2%  -05% -12%

F 110
F 105
3% A
F 100

2%
- 95

1% 1 L 90

0% F 85

L 80 v -3.4':#»53% @

o g 13.3% A43.8%
P75
LT [l Local currency return
70 [l Currency return

= ¥ U.S. dollar return

_a2o0 |
3% I BA
4 U.S. -International GDP Growth U.S. dollar
-49, - - 60 -60% -

‘84 C"8BF 90 93 96 99 02 ‘05 08 11 M4 17 20 23 03

Source: J.P. Morgan Asset Management; (Left) IMF, J.F. Morgan Global Economic Research; (Right) MSCI.
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After the Storm: Investing in 2021 and Beyond

After a terrible toll, vaccines will end the pandemic in 2021.

GDP growth will surge in late 2021 and early 2022 before slowing as the economy
approaches full employment.

Fiscal and monetary policy will remain very easy in 2021 although higher interest
rates and taxes are likely by the middle of the decade.

Lofty valuations and the threat of inflation are the most obvious risks...but the greatest
risks are usually unanticipated.

Diversification should continue to manage risks and capture opportunities.
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Further pandemic relief will lead to bigger deficits. GTM-UsS. | 29

The 2021 federal budget
CBO Baseline forecast, USD trillions

56.0
Total spending: $5.1tn

Other: $694bn (14%)

Net int.. $200bn (6%) | Borrowing: $1,8100n (36%)
Non-defense
disc.: $860bn
(17%)

Defense:

Other: $316bn (&%)

$733bn (14%) social
insurance:
$1,246bn (25%)

Social
Security:
$1,142bn (23%)

51.0

Ll Total government spending Sources of financing
CBO’s Baseline economic assumptions

'22.'23 24 '26-'31

Real GDP growth 27% :

10-year Treasury

Headline inflation (CPI1)

Unemployment

Federal budget surplus/deficit
of GDP, 1990 — 2030, 2020 CBO Baseline cBo
F.cnrecast
e

"ag "95 00 ‘05 10 15

Federal net debt (accumulated deficits)
of GDP, 1940 — 2030, 2020 CBO Baseline, end of fiscal year




= S T A T E e = = R -t Fo Tt
" "*MARKETS

The Fed could keep short rates low until 2023 although tapering GTM_US
bond purchases should lead to a steeper yield curve. -Us. |

Federal funds rate expectations
FOMC and market expectations for the federal funds rate

7% 1

= Federal funds rate
# FOMC year-end estimates FOMC December 2020 forecasts

# Market expectations on 12/17/20 Percent

2020 2022 2023

Change in real GDP, 4Q to 4Q -2.4 . 3.2 24

6.7 . 4.2 3.7
2.0

Unemployment rate, 4Q

PCE inflation, 4Q to 4Q 1.2 k 1.9

0.13%0.13%0.13%

0.13% 0.09%0.14%0.16%
1aevrr® o
21 23 Long
run
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After the Storm: Investing in 2021 and Beyond

After a terrible toll, vaccines will end the pandemic in 2021.

GDP growth will surge in late 2021 and early 2022 before slowing as the economy
approaches full employment.

Fiscal and monetary policy will remain very easy in 2021 although higher interest rates
and taxes are likely by the middle of the decade.

Lofty valuations and the threat of inflation are the most obvious risks...but the
greatest risks are usually unanticipated.

Diversification should continue to manage risks and capture opportunities.
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P/E ratio of the top 10 and remaining stocks in the S&P 500 Weight of the top 10 stocks in the S&P 500
Mext 12 months % of market capitalization of the S&P 500

49% Current Average % of avg. 3995 -
Top 10 30.9x 19.5x 159%

Remaining stocks 19.4x 15.6x 125% 28%
S&P 500 21.8x 16.2x 135%

Earnings contribution of the top 10 in the S&P 500
Based on last 12 months' earnings

32% -

28% -
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...as do many fixed income sectors.

GTM-UsS. | 47

Spread-to-worst across fixed income sectors

Basis points, past 15 years
2,500

1,200

. 15-year range

EMD (LCL) EM Corp. U.S. HY Leveraged
Loans

us. Municipals |G corps EMD (3$)

Treasuries




Major market pullbacks
S&P 500 Price index

4 200
3.800
3400
3.000
2600
2200
1.800
1400
1.000

600
200

‘94 95 96 '937 98

Volatility

VIX Index
88 1
78
68 -
58 1
48
38 1
28

VIX

Level

'08 Peak
Average
Latest

80.9
19.8
37.2
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After the Storm: Investing in 2021 and Beyond
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Fiscal and monetary policy will remain very easy in 2021 although higher interest rates
and taxes are likely by the middle of the decade.

Lofty valuations and the threat of inflation are the most obvious risks...but the greatest
risks are generally unanticipated.

Diversification should continue to manage risks and capture opportunities.
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Value vs. Growth relative valuations Share of Value index with beta greater than 1
Relative fwd. P/E ratio of Value vs. Growth, z-score, Dec. 1997 - present  Beta is based on weekly returns over a 52-week rolling period

31 70% -

Growth cheapfvalue
expensive

Value cheap/Growth

Recession .
—_ expens ive
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...International equities look cheap relative to domestic.... GTM-us. | 57

Emerging markets: Relative price-to-book ratio Developed markets: Relative price-to-eamings ratio
MSCI Emenging Markets vws. S&P 500, last 12 months MSCl EAFE vs. S&P 300, next 12 months

123 7 11x
1.1% 4

1.0x% 1

+1 Std. dev.:0.97x
0.9x 4 +1 Std. dev.:0.87x

08x - Average: 0.90x

0.7 1

, Feb.22, 2021:
0.6x - Average: 0.68x 0.54x -15td. dev.: 0.

05x - ’ Feb. 22, 2021:

- o m mm omm me me mm e e o -

-1 5td. dev.:0.49x

04x

03x
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...and wide dispersion in valuations points to an
ity for active management.
S&P 500 valuation dispersion

Valuation dispersion between the 20th and 80th percentile of S&P 500 stocks
35 4

25-yr. average Current
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Read
On the Minds
of Investors

Subscribe to the
Insights Now
podcast

J.P l’\lm g m
-\$S 1 M mer

Insights
Nl

Follow
David Kelly on
LinkedIn
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Please email questions to M.Trogdon@CapitélAM’G.com
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IF YOU HAVE QUESTIONS... IR
CONTACT US TODAY! /i i

! .
John E. Girouard, CFP®, ChFC®, CLU®, CFS® - Jeglrouard@capltalamg;cmm
Samuel Boyd, CFP® - s.boyd@capitalamg.com , \ e

www.CapitalAMG.com CAPITAL | ~ Ly .

\
240.482.4000 ASSET MANAGEMENT GHOUP . \



