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The J.P. Morgan View

Momentum is broadening

Jan Loeys™
* Asset Allocation — 5tay long equitees, and sdd EM FX longs h
* Econonibes — bdrial signs that the safi paich in industry may end soomer

John Normand

* Fixed Income — Move to modest tactical overweight in Buno area periphery

* Equities — The fnct that the worst performing, sectors af 2011, i.e. Fmancials
and {'1_.1.'I|.-.'.1Ls e mrprr.f:rrnmg YT, is consistent with the L‘I.I'ITI..'I.I'!.' effect

+ Credil — Upgrade HG 1o neutral and overweighi Enropean Semior Unsecured
bank delst. Mantain & lomg i US HY.

* Foreign exchange — Reduce defensve exposures ain
* Commodities — W take profit on onr Spring 3002 U3 nataral gas pus.

Matthew Lehmann

* The rally in risk assefs conbinmes. in a stable and non-acceleratoe, fashion
Most importantly, the rally is bromdening, pulling along initial stragelers, soch
a5 EM currencies and eredit. The dollar (DXY) and bonids had ar fisst igmired

the: rally in equities, bl e soww reactme, by moving down Leo Evans

+ We ave comfortable renainiing long risk assets as the rally i stlll young sl
remains refuctant, mvestors have not had mach tnne yet bo build cverweight

poitpoms, nd deere 15 decent fundamental sapport for de rally. YT retums theough Jan 18

%, aquilies are in Ighier color.

How e risk rally with the global economy supposed o be weak, US came

i i
ings disappointing, Chanete real estale activity and prices coming dewn WA EWr ::
dramnatically, Enropean leaders making no progress towsards a fiscal nmion, and Cagel O
l."-‘n-rl:Trﬂnrhl.nu.;rrm:lrung:mrwnl risk T Oitheraise put, i=n'l the market BEFSI0 :' !
getting ahead of reality? The answer should be Yes, 1o some degree. Funda MG AC Wl — '
rnental sapport for the 5% gin in equites YTD i3 than on the grousd. But . } | i
market do not wadt for full evidence and react af the first sign that the risk b MG Europe’ —
aroume these fondamentals is shafting, even if omly margimally, EMFX == E E

GECITR - !

* We are not raising global growih forecnsis. If anything, our 7012 world U5 High Yieid i— 1 ]
growih forecast came down 0.1% 1o 2 6% this week, a8 we expect pryback Topie® — ! i
fronn the stromger than expected Clunese Q4 GDP repart. However, a nienber af | !
forward- looking indicators — especially PMIs, US claims — are hinting that EM 3 Comp = ! 1
the battons in growth that we ae projecting for H1, and the following re- EMl Liocal Bonds™ = { !
bomumd, will agrive encdier than we cumenthy forecast, and mry alrendy be onus LSS High Grade o : 1
Im ndcytion, even more imporiant for nsk markets, is that the downside nsk EMBIC 1 | i
emesmating from the EMU debt crisis, Chinese prowth, and U5 fiscal gridiock . | '
are edging down. Finally, risk rallies can become self fulfilling as they improve L Fluad Inccma I i ]
wenith, sentiment, spending, liguidity, faneting, and collateral values Ewrope Fuosd income” | E :

LIS cash | ! i

* In China. both Q4 GDF growth and. the Jan FMI came in above expectations Coobsal G Bloneds™ 1 ! ]

The details, and especially Nsikg IVEnnes. &0 not comvinde: as and we thos '(‘—‘:_:

madntain that g’m‘ﬂl 15 COMmINg VI, EVER A5 W PEMAMD SuArmE in the sofi l

[P —
Landmg camp Global mvestors, wie have been staying out of EM psoets for — - _::_“. ___:: M:::W
Er.u'n{.'l.h'l.rranm.ln.g m Chanea, nmmu'brqngfurrrﬂ.mmﬂrrr their Irnien. L5 ), Y, EVESS) e 30 Comp v M i, B0

overweights, allowing EM equities to beat DM this meonth by over 3% MTD _
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