
1Cash proxied by U.S. short-term Treasuries. 
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Asset performance as investors may worry about stagflation

Exhibit 1: Asset class performance from Jan 2022 to Mar 2022
Total return, percentage

Source: FactSet, J.P. Morgan Asset Management. Data reflect most recently available as of 08/05/26.
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Hyperscaler investment remains strong, fueling growth across the AI ecosystem.

Exhibit 2: Hyperscalers' cash flow and capex
% of sales

Source: Bloomberg, J.P. Morgan Asset Management. Data for 2026, 2027 and 2028 reflect consensus estimates. Capex shown is company total. *Hyperscalers are the 
large cloud computing companies that own and operate data centers with horizontally linked servers that, along with cooling and data storage capabilities, enable them to 
house and operate AI workloads. Data reflect most recently available as of 19/05/26.
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Markets may find it challenging to price in the risk and opportunity from AI disruption.

Exhibit 3: Profit margins for select S&P 500 sectors
Net margins, last 12 months, quarterly

Source: FactSet, S&P Global, J.P. Morgan Asset Management. IGV = iShares Expanded Tech-Software ETF. SOXX = iShares Semiconductor ETF. Net profit margins 
measure total profitability after all overhead and expenses. Data reflect most recently available as of 19/05/26.
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Hang Seng Tech’s correlation with U.S. software suggests sentiment may improve as markets identify AI beneficiaries versus disruption 

risks.

Exhibit 4: Hang Seng tech vs. U.S. software companies
Price return, rebased to 100 = Dec 2023, local currency
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Source: Bloomberg, Hang Seng, S&P Global, J.P. Morgan Asset Management calculations. Data reflect most recently available as of 31/05/26.
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Source: BEA, CBO, Treasury Department, J.P. Morgan Asset Management. (Left) Numbers may not sum to 100% due to rounding; (Right) Estimates are from the Congressional Budget Office (CBO) February 2026 An 
Update to the Budget Outlook: 2026 to 2036. “Other” spending includes, but is not limited to, health insurance subsidies, income security and federal civilian and military retirement. Years shown are fiscal years. 
Forecasts are not a reliable indicator of future performance. Forecasts, projections and other forward-looking statements are based upon current beliefs and expectations. They are for illustrative purposes only and serve 
as an indication of what may occur. Given the inherent uncertainties and risks associated with forecasts, projections or other forward-looking statements, actual events, results or performance may differ materially from 
those reflected or contemplated. Guide to the Markets – Asia. Data reflect most recently available as of 31/03/26.

Although a Democrat-led House of Representative would limit U.S. President Trump’s fiscal expansion, U.S. fiscal deficit is likely to remain high 

given interest expenses and spending with little room to cut.

Exhibit 5: United States: Federal finances
The 2026 federal budget                                                                                             Federal deficit and net interest outlays
USD trillions                                                                                                                Share of GDP, 1973-2036, CBO Baseline Forecast

                                                       

Net interest: 
$1,039bn (14%)

Income taxes: $2,751bn 
(37%)

Social Security: 
$1,666bn (22%)

Payroll taxes: 
$1,826bn (25%)Medicare: 

$1,287bn (17%)

Corporate taxes: $404bn (5%)

Medicaid: $708bn (10%)

Customs duties: $418bn (6%)Other mandatory: 
$869bn (12%)

Other: $197bn (3%)

Defense: 
$885bn (12%)

Non-defense disc.: $996bn 
(13%)

Deficit: $1,853bn 
(25%)
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Source: BEA, Standard & Poor’s, FactSet, J.P. Morgan Asset Management. Data reflect most recently available as of 09/06/26.

The economic backdrop matters more than the composition of executive-legislative bodies.

Exhibit 6: S&P 500 and U.S. real GDP performance under different government configurations
S&P 500 Price Index
Calendar year returns
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Source: Bloomberg, J.P. Morgan Asset Management. Past performance and forecasts are not a reliable indicator of current and future results. 
Guide to the Markets – Asia. Data reflect most recently available as of 28/05/26.

Market repricings were mostly front-loaded on 1-year forward rates and inflation expectations, but risks of inflation spillover or external 

shocks may alter this.

Exhibit 8: Market implied forward rates and inflation swaps 
Market implied rates                                                       

Interest rate paths have been repriced sharply compared to start-of-year expectations, but with nuances on which central bank would 

realize correspondingly in the near term.

Exhibit 7: Key policy rates and market expectations*
Historical policy rates and market implied forward rates

Source: Bank of England, Bank of Japan, Bloomberg, European Central Bank, FactSet, U.S. Federal Reserve, J.P. Morgan Asset Management. *Expectations are based 
on forward swap rates. Past performance and forecasts are not a reliable indicator of current and future results. 
Guide to the Markets – Asia. Data reflect most recently available as of 28/05/26.
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Source: Bloomberg, Jay Ritter – Univ. of Florida, PitchBook Data, Inc., Standard & Poor’s, J.P. Morgan Asset Management.

*2024 is the latest annual data available from the “Initial Public Offerings: Updated Statistics” report. Returns shown for post-IPO performance are the equally weighted average first-year returns 

measured from the offer price to the CRSP-listed closing price one year later. One-year post IPO returns are for companies that publicly listed during the listed period as tracked by the “Initial Public 

Offerings: Updated Statistics” report. IPOs with an offer price below $5.00 per share, unit offers, small best efforts offers, natural resource limited partnerships, REITs, closed-end funds, banks and 

S&Ls, ADRs and IPOs not listed on CRSP within six months of issuing have been excluded. Past performance is not a reliable indicator of current and future results.

Guide to Alternatives. Data reflect most recently available as of 30/04/26.

.

2026 could be the largest year on record for IPO and post-listing performance may have a significant impact on overall PE sentiment.

Exhibit 9: Post-IPO stock performance by decade
Average annual one-year returns after publicly listing
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Source: Bloomberg, FactSet, Federal Reserve Bank of New York, J.P. Morgan Credit Research, KBRA DLD, J.P. Morgan Asset Management.

Private credit: yield to maturity from the KBRA DLD Index. Leveraged loans: yield-to-maturity from the J.P. Morgan Leveraged Loan Index. High yield bonds: yield to worst from the 

Bloomberg U.S. Corporate High Yield Index. SOFR: 90-day average Secured Overnight Financing Rate. Past performance is not a reliable indicator of current and future results.

Guide to Alternatives. Data reflect most recently available as of 30/04/26.

Rising cash rates could mean more income for private credit investors.

Exhibit 10: Private and public yields vs. benchmark
Monthly
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Source: Bloomberg, FactSet, MSCI, J.P. Morgan Asset Management. *Performance based on the MSCI World Value Index relative to the MSCI World Growth Index and 

the MSCI World ex USA Value Index relative to the MSCI World ex USA Growth Index. Past performance is not a reliable indicator of current and future results. 

Guide to the Markets – Asia. Data reflect most recently available as of 31/03/26.

Value has outperformed when removing the U.S. from the picture.

Exhibit 11: Value vs. Growth performance by markets*
Value index / Growth index, USD, 3-year rolling return
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Source: Bloomberg, FactSet, MSCI, J.P. Morgan Asset Management. Past performance is not a reliable indicator of current and future results. 

Guide to the Markets – Asia. Data reflect most recently available as of 11/06/26.

In terms of relative valuation, Value stocks are still cheaper than Growth stocks.

Exhibit 12: Value vs. Growth relative valuation
Value index / Growth index forward P/E ratios

Global equities Global ex-U.S. equities
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