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J.P. Morgan 

The J.P. Morgan View 
Stay in mid-risk assets 

• Asset Allocation Investors flows and the aniraunent of low growth. super 
easy money and no fiscal blowups yet continue to support the strategy of mid-
risk assets. EM and corporate bonds and defensive stocks. 

- Economics — Weak PhIls and demand indicators an panting to a risk 
scenario of an extended bottom in growth and a delay in our expected lift in 
growth but not to an acceleration in the downshift in grout 

- Fixed Income — weakening growth and scramble kir yield inmost duration 
osthweights. 

Equities — An imdenveight in Cyclical vs. Defensives is not necessarily 
inconsistent with a long equity directional stance. 

• Credit — Carry is king in a weak growth cheap money. low-volatility world 
OW DI credit and US high-yield 

• Foreign exchange — We add two mean reversion tracks. short GBP/NOK and 
ALTD2T/D. 

• Commodities — We maintain our OW in energy vs. base metals and our long 
in gold. We also open a small OW in agriculture. 

• Equities are again net up on the week. and fixed income overall is slightly 
up. both beating zero-relding cash and commodities. and continuing to play by 
the asset reflation nine we have been harking on for sane nine. Cash and 
commodines remain at the bottom of the 'lTD return parade (chats on right). 

• Investor flows. and ow strategy continue to focus on what we call mid-risk 
assets -- better-yielding corporate and DI bonds as well as defensive 
equities — which so m benveen aggressive asset classes, such as higher-beta 
cyclical and EM stocks on one sick. and safer cash and govennnent bonds. The 
combination of low. below-wend economic growth. super-easy monetary policy, 
and a postponing of fiscal blowups in the US and Europe remains positive for 
the mid-risk strategy. in our view 

• On the growth side, this week's Global Manubctusing Phil was even weaker 
than feared. and is in recession levels. To offset the dangerous signal of this 
production indicator, we need to get better news from services. demand, and 
jobs. Much of what we have received recently is quite mixed. lime retail sales 
were poor and G3 shipments likely fell. But July car sales and US Jobs data were 
OK. but not great. The July Global All-Industry PML which includes services. 
did move up 1.4%, but still only to a level consistent with no change in growth 
from Q2. As a result. we believe the risk is that global growth will not rise much 
from the estimated 1.7% pace in Q2, which is so far the lowest in the expansion 
But there is little m the data that suggests a flirter lurching down in growth. We 
view a more extended bottoming in growth and later modest rebound as the 
more likely scenario (more details in GDW). 
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