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FORUM: Macro-economic update: Check-in on 2015 markets so far
Stephanie Flanders, Chief Market Strategist, UK & Europe, JPMAM
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Global 51.6 519 528 529 529 53.1 524 51.9 521 526 524 525 522 522 518 51.5 51.7 51.9 51.7 51.0 51.3 51.0 51.0 51.(I|

Eurozone 51.1 51.3 51.6 52.7 54.0 53.2 53.0 534 522 51.8 51.8 50.7 50.3 50.6 50.1 50.6 51.0 51.0 52.2 52.0 52.2 525 524 524
° France 49.8 491 484 47.0 493 497 521 51.2 496 48.2 47.8 46.9 48.8 485 484 47.5 49.2 47.6 48.8 48.0 494 50.7 49.6 48.§
g Germany 51.1 51.7 52.7 54.3 56.5 548 53.7 541 523 52.0 524 514 499 514 495 51.2 509 51.1 52.8 521 51.1 519 51.8 53.2
'3 |t&|y 50.8 50.7 51.4 53.3 53.1 523 524 54.0 53.2 526 51.9 49.8 50.7 49.0 49.0 484 499 519 53.3 53.8 54.8 54.1 553 553
Spain 50.7 50.9 48.6 50.8 522 525 528 52.7 529 546 53.9 52.8 526 526 54.7 53.8 54.7 54.2 54.3 54.2 558 54.5 53.6 53.§
Ireland | 52.7 549 524 535 52.8 529 555 56.1 55.0 55.3 55.4 57.3 55.7 56.6 56.2 56.9 55.1 57.5 56.8 55.8 57.1 54.6 56.7 56.7
g:_ UK | 56.9 56.4 57.8 57.2 56.5 559 55.3 57.2 56.6 56.9 54.8 529 51.5 53.4 534 527 529 53.8 54.3 51.8 519 51.4 51.9 515
% us 52.8 51.8 54.7 55.0 53.7 571 555 554 56.4 57.3 558 57.9 57.5 559 54.8 53.9 53.9 551 55.7 54.1 54.0 53.6 53.8 53.5
§ Japan | 525 542 551 552 56.6 555 53.9 49.4 499 51.5 50.5 52.2 51.7 52.4 52.0 52.0 52.2 51.6 50.3 49.9 50.9 50.1 51.2 51.9
Brazil 49.9 50.2 49.7 50.5 50.8 504 50.6 49.3 4388 48.7 49.1 50.2 49.3 491 48.7 50.2 50.7 49.6 46.2 46.0 459 46.5 47.2 47.2]
o Russia | 49.4 51.8 49.4 488 480 485 483 485 489 49.1 51.0 51.0 50.4 50.3 51.7 48.9 47.6 49.7 48.1 489 47.6 48.7 483 47.9
% India 49.6 496 51.3 50.7 514 525 51.3 51.3 514 51.5 53.0 524 51.0 51.6 53.3 545 529 51.2 521 51.3 52.6 51.3 52.7 52.3|
:Ej China 50.2 50.9 50.8 50.5 49.5 48.5 48.0 48.1 49.4 50.7 51.7 50.2 50.2 50.4 50.0 49.6 49.7 50.7 49.6 489 49.2 49.4( 47.8 47.1 )
Korea 49.7 50.2 50.4 50.8 50.9 498 50.4 50.2 49.5 484 493 50.3 48.8 487 49.0 499 51.1 511 49.2 48.8 47.8 46.1 47.6 47.§
Taiwan 52.0 53.0 53.4 55.2 555 547 52.7 52.3 524 54.0 558 56.1 53.3 52.0 514 50.0 51.7 521 51.0 49.2 493 46.3 47.1 471
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FORUM: The challenges and opportunities for the Life Insurance Industry in Taiwan
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FORUM: What are the top capital adjusted opportunities for 2016

Gareth Haslip, Head of Strategy and Analytics Global Insurance Solutions, JPMAM
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Capltal Charge by Duration
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7Y 00% 00% 00% 00% 00%
00% 00% 00% 0.0%

1% 3% 6% 8% 1%
%  T% 1%  13%

3% B% 13% 20% @ 25%

14% 23% 35% 44%

5% 14%  23%  35% | 44%
Covered < 2% 4% 6% 9%
Bonds i 3% 5% % 10%
1% 3% 5% 7% 10%
1% 4% 6% 9% 1%
2% 5% 7% 11% 13%
Corporate 3% 8% 13% 21% 25%
Bonds > 3%  24% @ 36% 44%
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= Capital adjusted return = Expected return — Solvency Capital Requirement x Weighted Average Cost of Capital (WACC)!

Capital Adjusted Expected Return?3
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12%
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— £ |~ L — — — ~ g | = |~ + | o = | = @ = = E
£ < £ o | < | B S| g <] @ = 0| = a
< < | @ © I | e @ = 3]
@0 «© w 1]
=
EUR Italy Spain EUR EUR EUR Corporates uspD usD Private Non Fixed
Treasury A+ | Treasury | Treasury |Quasi-Gov| Covered Corporates Agencies | Credit Income
M Capital Adjusted Expected Return x Expected Return (Hedged)

1 The WACC is the funding cost for the insurer, and will vary according the firm's capital structure. Here we have assumed a 10% WACC
2 The Solvency Capital Requirement is calculated on a standalone basis for market risk, excluding interest rate risk which is assumed to be hedged by matching liability duration
Also excluded from the analysis are adjustments for tax and expected defaults (Moody's 2014 assumptions for SME Lending 119bps and High Yield 232bps. We assume

Mezzanine Lending as similar to HY).
3 This chart does not display diversification benefit and resulting higher returns attributable to marginal allocations to Direct Lending and Mezzanine Lending

Sources: Barclays POINT, Bloomberg as at 31 March 2015. Solvency |l Delegated Acts, European Commission, October 2014. JPMAM analysis

Sources: Barclays POINT, Bloomberg as at 31 March 2015. Solvency Il Delegated Acts, European Commission, October 2014.

JPMAM analysis
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ZEUSYE B ZBIIE (Multi-Asset Solutions)
2EREERYIOSI B
#5H[): Talib Sheikh, Portfolio Manager, Multi-Asset Solutions, JPMAM
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Opportunity set Volatility
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The reference portfolio reflects integrated strategy views with systematic quantitative signals and portfolio
manager insights

Asset class views are challenged and revisited

Global strategy
team

Monthly investment process

Strategy Summit views [ == = = = - I
Business cycle output

Specific themes and 1 Qualitative
ideas
L5 Portfolio

1 construction Assess

‘ Quantitative tools for non
Global research signals intuitive

team outcomes

Reference portfolio

Fundamental signals Portfolio manager views
Valuation signals

Technical signals

2. @ WIEEIEN[R (European Equity Group)
B PV B 45 YA A
#H[|-Francesco Sedati, Portfolio Manager, European Equity Group, JPMAM
Tom Buckingham, Portfolio Manager, European Equity Group, JPMAM
Paul Shutes, Client Portfolio Manager, European Equity Group, JPMAM
Robert Haim, Research Analyst, UK and European Insurance Companies, JPMAM
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Intrinsic Value
Defined:
Top ranking
on Europe sector analysis

Quality
Defined:
Top ranking on Europe

European
Universe

sector analysis

Catalyst
Defined:
Top ranking

on Europe ¢ analysis

Triggers
Defined:

Dispersion of valuation i

Jump to normalis
Managemen

Country:

Portfolio

Continuous INTERACTION between analysts and portfolio managers

(2) = ELEA 5525 A (Behavioural Finance Process)
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positive momentum outperform the market

Value Quality

Cash flow statement

Momentum
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other relevant relative value
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Daily monitoring of earnings
announcements
Balance sheet

Order book & product pipeline
Return on invested capital

Cheaplexpensive on absolute
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Identifying winners & losers

What other factors may influence the stock?

External factors
(eg macro environment)

Management changes Corporate activity

... Identifying stocks with targeted style characteristics
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Global electricity generation by source, 2010-2035
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Source: IEA (Renewable Energy Medium-Term Market Report 2013)
This information above is given for illustrative purposes. It is considered to be accurate at the time of writing, but no warranty of accuracy is given and no liability in respect of any error or omission is
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