From: US G10 - -

To: Undisclosed recipients:;
Subjeet: JPM View 04202012

Date: Fri, 20 Apr 2012 22:00:23 +0000
Attachments: JPM_View 04.20.2012-pdCzip

Inline-Images: image003.png

J.PMorgan

The J.P. Morgan View

Seven puzzles

"

¥

¥

o

"

®

Asset Allocation — No chamges. Long equities and credit vs bomds and cash
OVET NEXT 3 Meomihs :.‘Fl.glk'll". fior pex few weeks seem qane neneral

Ecoasomics — No fonecast clamges, bl weaker data beas our 2 5% Q2 1S
forecast o the bvwer 2°s

Frxed Incomne — We recommend beansh money magket positions

Equities — Eammings eXpeciatuos otk farvours 15 va oher MCEsOaE

Credit — W stay overweight senior fimmncinls and LTI boneds

Faoreign exchmge — Low FX vl bo stay. Focus trades om mean reversion

Commodities — We expect the spread b contmee b nanmow and stay ong
Dec- 12 WTT vs Diec-12 Brent with o 35500 tnrpet

In a week where a bot of price tereens are reading TTNCH (unclsoaged) sl
coonoimic forecasts have not moved, we wiold like 10 fiocns on some lomgser
IEfTH 155065 — NOT VIEWS, DOF CONCerns, i taxes that puzzle meany of ws. Fog
each. we provide oar best explansison. while admitting they remmam pozzies
Each requares a mnch bonger and deeper snady

Whiy has neither Greece wor Germamny beft EMIU, yet? Or even, why did they
ever gel m? The erisis has revealed the oot of gving up one's curmency
Resolubio reqiires madisive deflstuon in e perphery and madisive Pomthng
fromm the core. The reason conntrees joised ino EMU and have mot (ver) lefi is
thiat Minetary unibn Was planmed as the first seep noewvants & politcal ummon

a U5 of E. The cost of abandonsng EMU 15 not menely related io capatal fhighi
and creatuon of o W Cugrency. ot 15 parmonnt w0 dabchang Evanopeio
integration, ol meoving beck o the bad old daye of & divided and quanelsomme
Europe. EMIU members will Ekely do everything they cam o keep the unsom
logether, even & ey will nood meoee crises 0 push then, et way.

Wy lkas the enro nof collapsed. yet, given a recessbomn and ENIU break-up
risk? The EMU perphery canmot devalue aganst the core, bot woubd grealy
benefit from a drop in ithe euno. The sswer is Likely that currencies are relatne
prices, amd the fiscal sifuatson in the U135, UK, and Japan iz as bad as in the
Eum area, even as (e latter has probilemss with internal fumding. Each of these
fimar ensrencies has fallen dramatically agrins the amaller G0 countries
ot im betier shage (CAD, CHF, AUD, NOK). The Ewno area also had no
exnermal deficar, and funding probilens may have 1ed 10 capital repalaation,
supporikg e e

Why are US HG credil spreads still near recession bevels? 115 HG remoins
aibaout H00bp aborve TS TS, a spread level that before Lebomm was anly seen

The certifying anatyst is mdacated by sm *C. See pape 7 for analyst
centification and mwportant legal and regulatony disclosues
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