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Inspired by Michael Cembalest’s The Agony & the Ecstasy (updated most recently in 2021), the
definitive study of the risks and rewards of concentrated stock positions, we have applied a
similar analysis on major equity markets in Asia to broaden the scope of the research and

test the hypotheses in an alternate geographical and economic context. Broadly, our findings
corroborate the conclusions from the original study, and we believe the key takeaway for
investors still hold true - “While concentrated stock positions can create substantial wealth,
there is also a high probability of dramatic losses that have the potential to derail the financial
future you had envisioned for you and your family.”

The story of concentrated wealth is particularly relevant in Asia.
This region has more billionaires than any other part of the world?,
and has continued to produce them at an astonishing pace over
the past decade and even throughout the pandemic. Pioneering
innovation in various sectors coupled with Asia’s vibrant

economic fundamentals and capital markets have continued to
sow opportunities for entrepreneurs and investors in the region.
However, core to this story of competition and success is “creative
destruction”, where new and innovative businesses disrupt

or displace incumbents who once led their respective fields,
creating both winners and losers. Both the positive and negative
experiences of investors in those markets would be magnified

by the level of concentration they have in specific companies or
sectors. Furthermore, sector-level and broader macro risks are
ever-present in this region - China’s recent regulatory push against
technology companies and the myriad of macro risks inherent

to emerging markets come to mind - adding more layers of
complexity to managing concentration risk.

Today, investors are grappling with heightened market volatility
amidst global concerns over persistent inflation, faltering growth
and rapidly tightening monetary conditions - a stark departure
from past years of stable macro conditions and easy money.
2022 has been one of the worst years for both equities and fixed
income in decades, and the average stock in some U.S. indices

is down 40-50% from peak levels, far worse than the index’s
performance.? This experience is a stark reminder of the risks of
concentration and the benefits of diversification.

1 UBS, PwC. Data as of July 31, 2020.
2 Michael Cembalest. “Dearly Beloved”, Eye on the Market. Data as of June 7, 2022.
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Against this backdrop, we attempt to quantify the risks of
concentrated stock positions, highlight several sector case

studies, and summarize some of the broader macro risks which
characterize the markets in the Asia region. When markets
eventually recover from this episode, investors would do well to
recall this experience and implement practical solutions to manage
concentration risks, diversify sources of return and take steps
towards achieving their goals.

Measuring Concentration Risks

Asia has a diverse set of economies and markets, each with unique
nuances and histories. As an introduction, we focus on two of the
leading exchanges in the Asia ex-Japan region, Hong Kong and
Singapore. Borrowing the definition used in Agony, we see that a
significant number of companies that were ever listed on those
exchanges from 1992 to 2022 experienced “catastrophic loss”
where the stock declined 70% or more from peak levels which is
not recovered.

Further borrowing from the approach used in Agony, we also

consider another way to think about the risks of concentrated stock
positions: “How often would a family have been better or worse off
owning cash, or the relevant stock market’s index instead of the
concentrated position?”


https://privatebank.jpmorgan.com/gl/en/insights/investing/eotm/the-agony-the-ecstasy
https://privatebank.jpmorgan.com/gl/en/insights/investing/eotm/the-agony-the-ecstasy
https://privatebank.jpmorgan.com/gl/en/insights/investing/eotm/dearly-beloved
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A SIGNIFICANT NUMBER OF COMPANIES EXPERIENCED LOSSES OR UNDERPERFORMED THE INDEX
% of companies listed from 1992-2022

Exchange “Catastrophic Loss”
Hong Kong 66%
Singapore 85%

Negative Absolute Negative Excess " . -
Mega Winners
Returns Returns vs Index
73% 76% 4%
65% 72% 3%

Source: Bloomberg Finance L.P. Data is as of June 2022. “Catastrophic Loss” refers to where the stock declined 70% or more from peak levels which is not recovered. “Mega Winners” refer to
stocks which outperformed by their respective indices by over 500% cumulatively. The indices for Hong Kong and Singapore are the Hang Seng Index and Straits Times Index, respectively. This
analysis uses month-end price data and covers companies that were listed on these exchanges from December 1992 to June 2022, including those which underwent an IPO or were de-listed for

various reasons during this time period.

A SIGNIFICANT NUMBER OF COMPANIES EXPERIENCED LOSSES OR UNDERPERFORMED THE INDEX
% of companies listed from 1992-2022

Exchange Number of Stocks ~ “Catastrophic Loss”
Australia 3,754 59%
India 2,867 42%
Hong Kong 2,810 66%
Shenzhen 2,787 38%
Shanghai 2,238 32%
Malaysia 1,537 55%
Taiwan 1,206 37%
Singapore 1,164 85%
Thailand 1,102 39%
Indonesia 923 47%
Philippines 395 55%
Summary 20,783 50%

Negative Absolute Negative Excess “Mega Winners”
Returns Returns vs Index
66% 73% 5%
42% 67% 18%
73% 76% 4%
43% 70% 5%
46% 63% 6%
62% 69% 5%
46% 74% 6%
65% 72% 3%
55% 64% 6%
53% 75% 9%
49% 62% 10%
55% 70% 7%

Source: Bloomberg Finance L.P. Data is as of June 2022. “Catastrophic Loss” refers to where the stock declined 70% or more from peak levels which is not recovered. “Mega Winners” refer to
stocks which outperformed by their respective indices by over 500% cumulatively. This analysis uses month-end price data and covers companies that were listed on these exchanges from
December 1992 to June 2022, including those which underwent an IPO or were de-listed for various reasons during this time period.

Around two-thirds of the time, a concentrated position in a

single stock delivered negative absolute returns (which means it
underperformed cash). Over 70% of the time, a concentrated position
in a single stock underperformed a diversified position its respective
main stock market index. The most successful companies did
generate substantial wealth over the long run, but only less

than 5% of stocks met the definition of “Mega Winners”, which
means they outperformed their respective indices by over 500%
cumulatively. We also conducted a similar analysis for other
exchanges in the region, with broadly similar conclusions.

A Review of Business Failures: Case Studies

While business-specific failures arising from shortcomings in
management may seem obvious and inevitable in hindsight, many
instances of failure may arise from sectoral, regulatory or macro
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factors that were outside of the management team’s control. As
with Agony, this section contains a selection of notable business
failures over past decades. We have grouped these case studies
into three broad categories: sectoral shifts, regulatory and market
uncertainties, and macroeconomic risks.

1. Sectoral shifts

Certain sectors and sector leaders, once favored by investors, could be
swiftly usurped by newer and more innovative disruptors within short
timeframes as consumers and businesses continue to update and
reform their preferences and spending habits, leading to significant
gains and losses in value. The Covid-19 pandemic and ensuing
transformations in the technology space have accelerated those
changes, making them more difficult than ever for investors to predict.
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The abandoned supermarkets

Overbuilt and overvalued - and another victim of Covid-19.

Consumer behavior and lifestyles can change abruptly. Covid-19
accelerated structural e-commerce penetration, and a new
application of online groceries emerged when the pandemic went
into a lull in China in 2H20, namely the community group-buying
(CGB) format. Before that, China’s leading modern supermarket
and hypermarket players were recognized by investors as high-
quality proxies to the country’s long-term consumption upgrade
trend. It had a compelling investment thesis: the penetration of
modern retailer channels was meaningfully lower than developed
nations, and the market was fragmented with the top 10 players
making up less than 20% of market share vs 80-90% in Japan and
Korea, leaving notable upside for industry leaders to consolidate.?

Leading modern retailer stocks rose over three times in the four
years leading up to mid-2020, when they were disrupted by the
unexpected rise of CGB. Same-store-sales-growth (SSSG) collapsed
sharply, and has yet to show any signs of recovery multiple

quarters after, even until now. Even their strong backing from
internet giants could not help - the prices where Tencent invested
in Yonghui in 2018 and when Alibaba acquired Sun Art were both
double that of current levels. The consumption upgrade trend
means that traditional wet markets are indeed being replaced,
albeit not by modern retailers as investors expected.

Live streaming’s short life

Online preferences rise and fall at the speed of the internet -
keep up.

Each generation has their own medium of entertainment. Not too
long ago, live streaming was deemed as one of the most promising
and engaging online entertainment formats. Numerous types of
activities, from e-sports to talent shows, to board games and even
dining, were brought online and viewed by hundreds of millions of
users every month. One of the leading live streaming platforms at
the time, Huya, jumped over three times in one month following its
IPO in 2018.

YONGHUI SUPERSTORES (601933 CH)
Price
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Source: Bloomberg Finance L.P. Data as of June 30, 2022.
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Source: Bloomberg Finance L.P. Data as of June 30, 2022.

CHENGDU HONGQI CHAIN (002697 CH)
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Source: Bloomberg Finance L.P. Data as of June 30, 2022.

3 J.p. Morgan Private Bank. Data is as of December 2021.

THE RISKS OF CONCENTRATED STOCKS IN ASIA

JIAJIAYUE GROUP (603708 CH)
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Source: Bloomberg Finance L.P. Data as of June 30, 2022.
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HELLO GROUP (MOMO US)
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Source: Bloomberg Finance L.P. Data as of June 30, 2022.
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Source: Bloomberg Finance L.P. Data as of June 30, 2022.

DOUYU INTERNATIONAL HOLDINGS (DOYU US)
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Source: Bloomberg Finance L.P. Data as of June 30, 2022.

It took less than three years for this former rising star to become
a near-consensus short on the street. The share prices of its peers’
also dropped 70-80% from peaks, as they quickly surrendered
their users’ time share to a more addictive entertainment

channel, namely the short-form video. Apps such as Tiktok,

Douyin and Kuaishou saw their combined user time share in
online entertainment rise to around 50% now from just 5% four
years ago. Powered by their robust algorithm that parses user
preferences, short-form video apps can easily keep a user for over
1.5 hours per day on average - even unconsciously, by filling up his
or her fragmented pockets of time on the subway or in a queue
using hundreds of video clips, each just a minute-long.*

This was simply a case of a successful game being replaced by

another more addictive one. The question is - will short-form video

platforms be different this time?

4 J.P. Morgan Private Bank. Data is as of December 2021.
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HUYA LIVE (HUYA US)
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Fast fashion going out of fashion fast

A long-term consumption growth story may always sound
compelling, but underlying tastes can shift quickly.

It would be difficult to find something more fickle than consumers’
fast fashion preferences. A number of large-scale fashion brands,
such as Esprit, Bossini and Giordano, which used to dominate the
fashion industry from Hong Kong in the 1990s, are now a shadow
of their former selves. This is mainly due to rise of European fast
fashion chains, Zara and H&M, and their ability to outcompete the
local incumbents.

The general lessons are broadly applicable across the sector -
failures to quickly adapt to fast-moving shifts in consumer tastes
and e-commerce adoption. We look deeper into one of the brands,
Esprit, which thirty-somethings in Asia would be familiar with
growing up but is hardly known by teenagers today. The previously
U.S.-based brand was introduced to Hong Kong in 1993 and rapidly
turned from a small retailer into a Hong Kong-listed fast fashion
giant of the decade. At its peak, Esprit recorded HK$37.2 billion

in revenue in 2008, magnitudes greater than the HK$770 million
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achieved in 1993.> However, Esprit was then pressured by a new
wave of European fast fashion chains, Zara and H&M, and it was
unable to adapt its styles to attract younger customers while its
core customer base began to grow out of the brand. Eventually,
the company announced the closure of all of its 56 stores across
Asian markets in early 2020 amidst Covid-19 induced lockdowns.®
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Source: Bloomberg Finance L.P. Data as of June 30, 2022.

GIORDANO INTERNATIONAL (709 HK)
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Source: Bloomberg Finance L.P. Data as of June 30, 2022.

2. Regulatory and market uncertainty

Government regulation, which may be heavy-handed, could
lead to boom-bust cycles for sectors and companies. China’s
2021 regulatory push in the internet sector is one such example.
Geopolitics will also likely remain front of mind for companies in
this region. These ongoing issues have damaged the confidence
and sentiment of foreign investors when it comes to Chinese
markets, with many fundamentally re-evaluating their China

exposure. As we retreat from an unprecedented era of easy money

and low volatility, unexpected market participants can also play

° Esprit. Data is as of December 2008.
° Esprit. Data is as of April 27, 2020.
7 Bloomberg Finance L.P. Data is as of March 2021.
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an outsized role in driving volatility - ranging from meme stock
traders on Reddit to over-leveraged hedge funds on Wall Street.

Lessons from the Archegos saga: ‘who’s moving
my stocks?’

The unknown unknowns and the risk of concentration elsewhere
in the market.

Bill Hwang's Archegos Fund, alongside a number of its fellow
“Tiger cubs”, have been investing in a remarkably similar way:
conducting in-depth fundamental research, levering up on
concentrated positions, and making big returns. The stocks

it owned, including Vipshop Holdings and Tencent Music
Entertainment, jumped 2-3x from 4Q20 to 1Q21. Not bounded by
the 50% margin loan cap on individual retail investors, Archegos’
leverage exceeded 5x by late March of 2021, funded by the prime
desks of various investment banks.

The party ended when one of Hwang’s bets, ViacomCBS, tumbled
over 30% in two days following its stock and convertible bond
offering in March 2021. Jeopardized by their swap agreement
with Archegos, Morgan Stanley and Goldman Sachs preemptively
liquidated $15bn+ of Hwang’s shares through blocks on March 25
and 26 and blew up the broader portfolio.” Significant losses were
taken by investors, as well as the prime desks in other investment
banks who were not prepared enough to escape unscathed.

The moral of this story is that we cannot expect our fellow
investors to be rational. While Archegos was also impacted in

the saga it created, it is an important point worth considering for
company owners to think about how diversified their shareholder
base is - another shareholder could just be their undoing.

VIPSHOP HOLDINGS (VIPS US)
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Source: Bloomberg Finance L.P. Data as of June 30, 2022.
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TENCENT MUSIC ENTERTAINMENT GROUP (TME US)

NEW ORIENTAL EDUCATION AND TECHNOLOGY GROUP (EDU US)
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Source: Bloomberg Finance L.P. Data as of June 30, 2022. Source: Bloomberg Finance L.P. Data as of June 30, 2022.
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Source: Bloomberg Finance L.P. Data as of June 30, 2022.

Cracking the burden of after-school tutoring (AST)

Policymakers’ intentions can be difficult to predict.

Most market participants would be familiar with this story, but

in hindsight, investors were actually left with some time to

escape from China’s education stocks. As a result of the intense
competition in college entrance exams, AST demand had been
resilient throughout the country. The sector was widely chased
across China equities, which boasts gross margins north of 50%3,
highly-visible growth and stellar free cash flow generation. Famous
AST stocks, such as New Oriental Education and TAL Education,
typically registered returns of over three-times during 2018-2020.

The education system in China has long been blamed as one of
the key factors behind the robust expansion of AST sites, and it
now ranks as one of the ‘three new burdens’ to families, together
with housing and drug prices. China implemented the Non-State

8 J.P. Morgan Private Bank. Data is as of December 2021.
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Source: Bloomberg Finance L.P. Data as of June 30, 2022.

Education Promotion Law in 2018, starting systematically with
regulating education companies in the private sector. In 2019, the
government limited the pre-charging of tuition fees to 3 months
for tutoring companies. Moreover, even when education was
defined as a ‘charitable industry’ in China’s 14th Five Year Plan
draft in 2020, few would imagine the release of the education
‘double reduction” document several months later, compelling K-12
AST companies to turn into non-profit organizations.

Since the market started to hear rumors of the introduction of
‘double reduction’ in 2021, the top 2 players in the industry have
lost 80%+ of their market cap, with hundreds of billions of dollars
in value being wiped out. No matter if the regulations may be
adjusted 2-3 years later, the cost of the initial over-regulation is
being borne by investors.
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Slowing the rise of China tech
How do you price regulatory uncertainty?

Once the darlings of global investors and seen as the cornerstone

of many investors’ portfolios, China’s tech champions have fallen
hard. They represent a classic case of concentration risk given how
widely they were held, and the unpredictability of their fall, which is
resulting less from fundamentals and more from unprecedented shifts
in regulatory focus. Enough has been written on this space that there
is echelons highlights the risk of unexpected regulatory shifts,
especially when those shifts fundamentally alter the companies’
trajectories as is the case with Alibaba, Tencent and other large-
cap Chinese internet players.

The government-led common prosperity agenda, de-emphasis

of the consumer internet space in favor of hard technology, and
efforts at reducing the internet companies’ hold on society have
all combined to alter their prospects. It has become increasingly
unclear how to value these companies - how does one assess
their margins with less control over how much they change for
products and how much they pay their workers? What will their
future growth look like with unclear expansion prospects? What
does future innovation look like when they have less control over
how they reinvest their earnings? Increased state control has made
it less clear whether they fall into the category of high growth
tech, utilities, or SOEs, or some combination of the above. Just the
regulatory uncertainty alone has caused global investors who are
over-exposed to reduce their positions.
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3. Macro Risks THOUGH EMERGING ASIAN MARKETS DELIVERED HIGHER HISTORICAL

Even with the most adept of corporate management teams RETURNS, THEY ALSO HAD HIGHER VOLATILITY

navigating the pitfalls of competitors and regulators, broader
macro risks may not spare their companies from bouts

of volatility which impact most, if not all sectors in their India 15.4%

respective geographies. This is critical considering the inherent China 11.8%

characteristics of emerging markets. With many Asian economies
still in the process of development and financial liberalization,

coupled with growing macro risks related to inflation and growth, u.s. 9.9%
emerging markets could see significant volatility.

APAC ex-Japan 10.3%

Taiwan 9.6%
One starting point for framing the volatility across these markets China A 9.3%
could be to compare the maximum drawdown for various indices

Korea 9.0%

over a set time frame. Over the past 20 years, most of these
drawdowns transpired over the 2008-09 financial crisis. Emerging ASEAN 7.5%
markets in Asia experienced a markedly larger degree of downside

Europe 6.9%
compared to developed markets (DM).

Japan 6.1%

EMERGING MARKETS IN ASIA EXPERIENCED LARGER MAXIMUM DRAWDOWNS

IN THE PAST 20 YEARS . e
Maximum drawdown, % Market Annualized Volatility (%)

-50% I Europe 14.3%
55% u.s. 14.4%
-60% Japan 17.3%
-65%

ASEAN 18.5%
-70% q
0 Taiwan 18.6%
-75%
’ Korea 19.0%
-80% - - .
S&P500  Stoxx  Topix  Straits  Hang MSClAsia CSI300  MSCI APAC ex-Japan 19.3%
600 Times Seng  ex-Japan  Index China
Index Index di o
Sources: Bloomberg Finance L.P. Data is as of June 30, 2022. India 22.3%
China 24.4%

From 2002 to 2022, emerging markets in Asia also experienced a

larger degree of volatility than DM peers. While some indices or China A 27.7%

individual companies have generated impressive returns, investors

who hold concentrated positions in these markets would likely

be dealing with a higher degree of volatility in their portfolios, China’s 2007 and 2015 stock market bubbles and the 1997 Asian

reinforcing the need for prudent risk management. Financial Crisis are some of the more evocative historical examples
of macro volatility which led to precipitous stock market declines.
Developed markets have had their own bouts of trouble - think
Japan’s 1990 asset price bubble and crash. Beyond the stock
markets, other assets such as bonds and currencies have also
experienced catastrophic drawdowns in some cases. We have
summarized a few of those case studies below.

Source: Bloomberg Finance L.P. Data is as of June 30, 2022.

THE RISKS OF CONCENTRATED STOCKS IN ASIA 9
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Lessons drawn from Japan’s asset bubble

Thinking of jumping on the market bandwagon?
A structural collapse afterwards can hurt for far longer
than investors think.

In the wake of the Plaza Accord in 1985, the yen’s sharp
appreciation and resulting recession led to a sequence of
aggressive easing measures by the Bank of Japan (BoJ) through
lowering interest rates coupled with the government’s stimulative
fiscal policy. Along with rapid credit growth led by aggressive bank
lending behavior, equity and real estate values ballooned in the
late 1980s. These assets eventually crashed due to tightening by
the BoJ and a near-collapse of the financial and banking sector on
soured loans. The rest was history - the infamous “lost decade”
(which some deem as a lost ‘20 years’) and an anemic state of
economic stagnation, deflation and low to near-zero yields which
researchers and economists dreaded would afflict developed
economies after the 2008 crisis, giving rise to the concept of
“Japanization”.
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Source: Bloomberg Finance L.P. Data as of June 30, 2022.

How did stock markets fare during this episode? The Nikkei 225
Index more than tripled from 1985 to 1989 and subsequently lost
over 80% of its value from its peak in late 1989 to its bottom in
March 2009. The speed of the initial selloff was also remarkable

- with the index losing nearly half of its value within a year of
peaking. To this day, the index has never recovered to the highs

of the late 1980s. The pain was also broadly felt across sectors

for decades. A majority of sectors remain below their 1989 peaks,
even more experienced a maximum drawdown of over 70%, and

a sizeable handful remain at “catastrophic loss” levels today, at
more than 70% below peaks. This case illustrates how a significant
macro calamity and ongoing structural economic issues could have
broad and long-lasting impacts on asset values.

K. Rogoff, V. Yang, National Bureau of Economic Research. Data is as of August 2020.
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MOST SECTORS EXPERIENCED SIGNIFICANT VOLATILITY AND TRADE BELOW
PEAK LEVELS, AND SOME REMAIN AT CATASTROPHIC LOSS LEVELS
% of sectors
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Source: Bloomberg Finance L.P. Data as of June 30, 2022.

Echoes of Japan’s past: China’s real estate unwind

The collapsing bubble in one of the world’s largest asset class
and the risks of implicit government backing.

Often called one of the world’s largest asset classes, China’s
property sector has been the engine of China’s growth since
2009. Over that time, excesses have built up: property developers
dramatically increased leverage, property prices doubled in
short time, and household leverage jumped. Property has been
the key policy tool when policymakers needed to stimulate
economic growth. Whenever growth slowed, credit flowed into
the sector, boosting prices, sales, construction activity, and local
government revenues, in effect turning the cycle. Although
imbalances continued to build and policymakers knew it was an
unsustainable model, no party wanted to take the necessary pain
of deleveraging.

However, the excesses of ten years of printed money flowing into
this sector has created systemic risks: developers have massive
liabilities which they are unable to meet, excess construction
created one of the world’s highest vacancy rates, and massive
speculation amongst investors created the most expensive housing
markets in the world. Recognizing these risks, policymakers are
now intent on addressing these vulnerabilities. Policies such as the
“three red lines” and tougher mortgage standards have reduced
the flow of credit and sent shockwaves across the sector, causing
developers to default and buyers to stay on the sidelines. The
broad real estate sector - which various estimates put at 20-30%
of China’s GDP - is now deleveraging and shrinking down to a more
sustainable size.?

10
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The rapid turnaround has not come as a surprise to anyone
watching China’s property sector. Its path was unsustainable, but
the market believed differently for too long. The market viewed
the sector as too big to fail, too central to China’s economy, and
assumed policymakers would always bail it out when growth
faltered. Valuations in both stocks and bonds were built on an

implicit government backing that many thought would never shift.

Until it did. When the reaction function of policymakers shifted,
many of the largest developers - such as Evergrande, Kaisa, and
Shimao - defaulted. Some developers which were previously
assumed to be among the safest also suffered. One of these,
Country Garden, is trading at over 60% below its peak.”® Implicit
backing can evaporate and companies once seen as systemic
can collapse.

CHINESE REAL ESTATE COMPANIES ARE TRADING AROUND 60% BELOW PEAK
LEVELS
MSCI China Real Estate Index
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Source: Bloomberg Finance L.P. Data as of June 30, 2022.

CHINA'S REAL ESTATE HIGH YIELD MARKET HAS COLLAPSED
Markit iBoxx USD Asia ex-Japan China Real Estate High Yield Index
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Source: Bloomberg Finance L.P. Data as of June 30, 2022.

10 Bloomberg Finance L.P. Data is as of June 2022.

THE RISKS OF CONCENTRATED STOCKS IN ASIA

Easy come, easy go: The Asian Financial Crisis

Too good to be true? Look below the surface of emerging
markets to understand their macro vulnerabilities.

Against a backdrop of seemingly sound economic fundamentals
and rapid growth, especially in exports, several emerging Asian
economies prospered from the 1980’s to 1990’s. However, the
headline strength belied structural issues in many of those
economies, including external debt exposure, poor credit
underwriting standards and corruption, which led to excessive
asset bubbles. By the mid 1990’s, there was growing pressure
from rising U.S. interest rates and an appreciating dollar. The
immediate crisis was triggered by the collapse of the Thai baht in
1997 after the government was forced to float the currency when
its USD peg broke amidst speculative attacks and depleted foreign
reserves. Panic then spread amongst lenders, leading to a credit
crunch which spread to other emerging economies in the region,
pressuring currencies and asset markets, eventually leading to
collapses in the corporate and financial sectors. At the worst of
the carnage, economies, currencies and stock markets had lost
anything from 30% to 70% of their values, with Indonesia, South
Korea and Thailand being some of the worst affected.

While the region gradually recovered after the crisis, the historic
volatility in the currencies and respective stock markets would
have claimed many investors who failed to diversify their risks.
The speed of those declines, many of which happened within a
year, would have also left investors with little time to manage
their exposures. As we bear down on another Fed hiking cycle and
weakening global growth, investors would do well to be mindful
of specific risks for the more vulnerable emerging economies and
broader risks in the emerging markets complex.

EMERGING MARKETS IN ASIA EXPERIENCED SIGNIFICANT EQUITY DRAWDOWNS
DURING THE ASIAN FINANCIAL CRISIS
Maximum drawdown, %
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EMERGING MARKETS IN ASIA EXPERIENCED SIGNIFICANT EQUITY DRAWDOWNS
DURING THE ASIAN FINANCIAL CRISIS
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A brief history of boom and bust: China’s 2007 and
2015 stock market crashes

Will this time be different? Market structure and regulators
may matter more than fundamentals.

Before the 2021 implosion of Chinese stocks ingrained itself into
investors’ collective memories, we had the original China crashes,
which took place in 2007 and 2015. Focusing in on the latter case,
regulators began gradually loosening rules prohibiting short-
selling and margin trading in the years leading up to the bubble.
The government ran a campaign promoting stock investments.
Retail investors, who dominate China’s onshore equity markets,
started piling into stocks in 2014 with tens of millions opening
margin accounts, leading to a substantial build-up of outstanding
margin. The market more than doubled from 2014 to 2015,
detaching from corporate and economic fundamentals, while the
economy was experiencing a slowdown. The bubble eventually
turned against the investors in June 2015, and over-leveraged
investors faced margin calls, precipitating the steep decline.
Intervention efforts by the authorities to stem the turbulence,
including limiting short-selling, enforcing lock-up periods for
positions held by major shareholders, and providing liquidity for
direct purchasing of stocks by state-owned financial institutions,
were not effective beyond short-term boosts to the market. The
initial sell-off wiped out over $2.6 trillion in value from onshore
indices within a month of their peaks", with several more bouts
of volatility in the months after.

' Bloomberg Finance L.P. Data is as of June 2022.
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MARGIN TRADING WAS A KEY DRIVER OF THE 2015 CHINA STOCK MARKET
BUBBLE AND BUST

(LHS) Number of Newly Opened Margin Accounts; (RHS) Total Outstanding Balance
of Margin Transactions, RMB 100 million
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Source: Bloomberg Finance L.P. Data as of December 31, 2016.

CHINA'S ONSHORE STOCK MARKET HAS YET TO RECOVER TO PREVIOUS PEAKS
Shanghai Composite Index
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When the dust started to settle at the start of 2016, the Shanghai
Composite Index (SSE) had almost halved from peak levels. If an
investor bought the index at the 2015 peak, they would still be at
a loss today - the highest level it reached was the post-pandemic
peak in September 2021, which was just above 3,700, or 27%
lower than the entry point. This is an interesting point to keep in
mind as while China has continued to deliver robust high single-
digit growth rates in the years following that bust, but the equity
market has not kept pace with the economy. In fact, the Shanghai
Composite level at the time of writing is roughly flat with the
start of 2010, while China is generally regarded as the world’s
primary growth engine of the decade. Other indices, such as the
CSI 300, may have fared a bit better, but no major benchmark has
recovered to the 2015 peak.

12



INVESTMENT INSIGHTS

When it comes to assessing risk in China, its unique characteristics
and market structure, and propensity for heavy regulatory
intervention are just some of the myriad of considerations that
concentrated investors, not only in single stocks, but also in
geographies, should be aware of and can take essential steps to
mitigate.

What can concentrated investors do?

While concentrated positions are often the result of successful
business ventures or investments and are responsible for
substantial wealth creation, they also increase the probability

of significant losses and increase the uncertainties of long-term
financial plans. It is essential for investors to develop their long
and short-term financial goals, which would guide the approaches
they can consider for managing their concentrated positions. There
is a broad range of strategies designed for investors to de-risk,
monetize and diversify their positions in line with their goals and
specific financial circumstances. Agony provides a comprehensive
discussion of those. Please contact your J.P. Morgan representative
to discuss tailored solutions for your specific needs.

THE RISKS OF CONCENTRATED STOCKS IN ASIA
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For illustrative purposes only. Estimates, forecasts and
comparisons are as of the dates stated in the material.

There can be no assurance that any or all of these professionals
will remain with the firm or that past performance or success
of any such professional serves as an indicator of the portfolio’s
SUCCess.

We believe the information contained in this material to be reliable
but do not warrant its accuracy or completeness. Opinions,
estimates, and investment strategies and views expressed in

this document constitute our judgment based on current market
conditions and are subject to change without notice.

This document may also have been made available in a different
language, at the recipient’s request, and for convenience only.
Notwithstanding the provision of a convenience copy, the
recipient re-confirms that he/she/they are fully conversant and
has full comprehension of the English language. In the event of
any inconsistency between such English language original and
the translation, including without limitation in relation to the
construction, meaning or interpretation thereof, the English
language original shall prevail.
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This information is provided for informational purposes only.

We believe the information contained in this video to be reliable;
however we do not represent or warrant its accuracy, reliability

or completeness, or accept any liability for any loss or damage
arising out of the use of any information in this video. The views
expressed herein are those of the speakers and may differ from
those of other J.P. Morgan employees, and are subject to change
without notice. Nothing in this video is intended to constitute a
representation that any product or strategy is suitable for you.
Nothing in this document shall be regarded as an offer, solicitation,
recommendation or advice (whether financial, accounting, legal,
tax or other) given by J.P. Morgan and/or its officers or employees
to you. You should consult your independent professional advisors
concerning accounting, legal or tax matters. Contact your

J.P. Morgan team for additional information and guidance
concerning your personal investment goals.

Indices are not investment products and may not be considered
for investment.
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Index definitions

The Hang Seng Index (“HSI”), the most widely quoted gauge
of the Hong Kong stock market, includes the largest and most
liquid stocks listed on the Main Board of the Stock Exchange of
Hong Kong.

The Straits Times Index (STI) is a market capitalization weighted
index that tracks the performance of the top 30 companies listed
on SGX.

The Hang Seng TECH Index (“HSTECH”) represents the 30 largest
technology companies listed in Hong Kong that have high business
exposure to technology themes and pass the index’s screening
criteria.

The MSCI Golden Dragon Index captures the equity market
performance of large and mid-cap China securities (H shares,

B shares, Red- Chips and P-Chips) as well as securities classified in
Hong Kong and Taiwan. Currently, the index also includes A stock
connect large and mid-cap shares.

Standard and Poor’s 500 Index is a capitalization-weighted
index of 500 stocks. The index is designed to measure
performance of the broad domestic economy through changes in
the aggregate market value of 500 stocks representing all major
industries. The index was developed with a base level of 10 for the
1941-43 base period.

STOXX Europe 600 Index (SXXP Index): An index tracking 600
publicly traded companies based in one of 18 EU countries. The
index includes small cap, medium cap, and large cap companies.
The countries represented in the index are Austria, Belgium,
Denmark, Finland, France, Germany, Greece, Holland, Iceland,
Ireland, Italy, Luxembourg, Norway, Portugal, Spain, Sweden,
Switzerland, and the United Kingdom.

TOPIX also known as the Tokyo Stock Price Index, is a
capitalization-weighted index of all companies listed on the First
Section of the Tokyo Stock Exchange.

The MSCI AC Asia ex Japan Index captures large and mid cap
representation across two of three Developed Markets countries
(excluding Japan) and eight Emerging Markets countries in Asia.
With 609 constituents, the index covers approximately 85% of
the free float-adjusted market capitalization in each country.
Developed Markets countries in the index include: Hong Kong
and Singapore. Emerging Markets countries include: China, India,
Indonesia, Korea, Malaysia, the Philippines, Taiwan and Thailand.

THE RISKS OF CONCENTRATED STOCKS IN ASIA

The CSI 300 is a capitalization-weighted stock market index
designed to replicate the performance of the top 300 stocks
traded on the Shanghai Stock Exchange and the Shenzhen Stock
Exchange.

The MSCI China Index captures large and mid cap representation
across China A shares, H shares, B shares, Red chips, P chips and
foreign listings (e.g. ADRs). With 740 constituents, the index covers
about 85% of this China equity universe. Currently, the index
includes Large Cap A and Mid Cap A shares represented at 20%

of their free float adjusted market capitalization.

The Nikkei 225 Index comprises 225 stocks selected from
domestic common stocks in the first section of the Tokyo Stock
Exchange, excluding ETFs, REITs, preferred equity contribution
securities, tracking stocks (on subsidiary dividend), etc., other than
common stocks.

The MSCI China Real Estate Index is designed to capture the large
and mid-cap segments of the China equity markets. Currently, the
index also includes Large Cap A shares represented at 10% of their
free float adjusted market capitalization. All securities in the index are
classified in the Real Estate Sector according to the Global Industry
Classification Standard (GICS®).

Markit iBoxx USD Asia ex-Japan China Real Estate High Yield Index
family is designed to reflect the performance of USD-denominated
bonds issued by non-investment-grade, real estate entities domiciled
in China. The index rules aim to offer a broad coverage of the universe
for USD denominated bonds from Asian issuers, while upholding
minimum standards of investability and liquidity.

The SSE Composite Index also known as SSE Index is a stock market
index of all stocks (A shares and B shares) that are traded at the
Shanghai Stock Exchange.
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Risk Considerations

Past performance is not indicative of future results. You may
not invest directly in an index.

The prices and rates of return are indicative as they may vary over
time based on market conditions.

Additional risk considerations exist for all strategies.

The information provided herein is not intended as a
recommendation of or an offer or solicitation to purchase or sell
any investment product or service.

Opinions expressed herein may differ from the opinions
expressed by other areas of J.P. Morgan. This material should not
be regarded as investment research or a J.P. Morgan investment
research report.

For illustrative purposes only. This does not reflect the
performance of any specific investment scenario and does
not take into account various other factors which may impact
actual performance.

All case studies are shown for illustrative purposes only and should
not be relied upon as advice or interpreted as a recommendation.
They are based on current market conditions that constitute

our judgment and are subject to change. Results shown are not
meant to be representative of actual investment results. Implied
performance is not a guarantee of future results.

This material is for information purposes only, and may inform

you of certain products and services offered by private banking
businesses, part of JPMorgan Chase & Co. (“JPM”). Products and
services described, as well as associated fees, charges and interest
rates, are subject to change in accordance with the applicable account
agreements and may differ among geographic locations. Not all
products and services are offered at all locations. If you are a
person with a disability and need additional support accessing

this material, please contact your J.P. Morgan team or email us at
accessibility.support@jpmorgan.com for assistance. Please read all
Important Information.
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Weiheng Chen - Global Market Strategist

Weiheng Chen is a Global Investment Strategist based in Singapore. He is responsible for developing and
communicating the Private Bank’s economic and market views, as well as investment strategies, to advisors
and clients.

Mr. Chen has spent his entire career at J.P. Morgan, and was formerly a member of the Global Investment
Opportunities group and the China team as an investment specialist for ultra-high net worth clients in Asia.

Mr. Chen holds a bachelor’s degree in Economics and Economic History from the London School of Economics.
He is fluent in Mandarin and English.

Alex Wolf - Head of Investment Strategy, Asia

Alex Wolf is Managing Director and Head of Investment Strategy for Asia at J.P. Morgan Private Bank. Alex is
now hased in Singapore after spending 10+ years in greater China. Alex’s responsibilities include developing and
communicating the Private Bank’s view on markets, the economy, and geopolitics for investors and clients in the
Asia region.

Prior to joining J.P. Morgan, Mr. Wolf was the Senior Emerging Markets Economist with Aberdeen Standard
Investments, responsible for economic analysis and macro investing strategies covering China and global EM. Prior
to this, he spent ten years with the U.S. Government in roles primarily at the State Department. Most recently,
Mr. Wolf served as part of the diplomatic service with overseas postings to the U.S. Embassy in Beijing and the
American Institute in Taiwan. His responsibilities included developing and implementing U.S. policy on bilateral
and multilateral economic and trade issues, including cross border investment, market access, international
finance and development assistance, and intellectual property rights protection. Alex was a key interlocutor with
host government officials and a key adviser to the Ambassador and visiting officials on local economic conditions
and issues that affect U.S. policy. Prior to joining the diplomatic service, Mr. Wolf was an officer at the Defense
Department working on Asian security and defense policy. In addition to his government experience, Mr. Wolf has
held roles at Lehman Brothers and Zhejiang University of Finance and Economics.

Mr. Wolf holds degrees in economics from Johns Hopkins University and the University of Pittsburgh and has
published extensively on China’s economy, Asian markets, and US foreign policy. He speaks and reads Mandarin.
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Yuxuan Tang - Global Market Strategist

Yuxuan Tang, based in Hong Kong, is a market strategist responsible for delivering research-driven insights on
the global economy with a focus on Asia, developing and communicating the firm’s economic market views and
investment strategies to advisors and clients.

Prior to her current role, Ms. Tang worked at HSBC in a rotational analyst program, where she gained extensive
exposure to multiple functions across the private bank including relationship management, investment advising
and wealth planning.

Ms. Tang holds dual bachelor degrees in International Relations and Economics from Peking University, and a
Master of Public Administration degree (Economic Policy track) from Columbia University. She is fluent in English,
Mandarin and Cantonese.

Kendrick Cheung - Equity Strategist

Kendrick Cheung is an Equity Strategist of J.P. Morgan Private Bank in Asia. Based in Hong Kong, he is responsible
for identifying stock specific and thematic opportunities across developed markets.

Prior to joining J.P. Morgan, Mr. Cheung was an Equity Research Analyst at Credit Suisse, covering HK & China
Property for 2 years. His experience includes conducting primary research including fundamental analysis, due
diligence on market trends and financial modelling on property developers and property management companies.
He began his career as a Debt Syndicate trainee at Natixis Investment Bank.

Mr. Cheung holds a Bachelor’s degree in Actuarial Science from Cass Business School, City, University of London.
He is fluent in English, Mandarin and Cantonese.
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General Risks & Considerations

Any views, strategies or products discussed in this material may not be appropriate
for all individuals and are subject to risks. Investors may get back less than they
invested, and past performance is not a reliable indicator of future results.
Asset allocation/diversification does not guarantee a profit or protect against
loss. Nothing in this material should be relied upon in isolation for the purpose of
making an investment decision. You are urged to consider carefully whether the
services, products, asset classes (e.g. equities, fixed income, alternative investments,
commodities, etc.) or strategies discussed are suitable to your needs. You must also
consider the objectives, risks, charges, and expenses associated with an investment
service, product or strategy prior to making an investment decision. For this and
more complete information, including discussion of your goals/situation, contact your
J.P. Morgan team.

Non-Reliance

Certain information contained in this material is believed to be reliable; however, JPM
does not represent or warrant its accuracy, reliability or completeness, or accept any
liability for any loss or damage (whether direct or indirect) arising out of the use of
all or any part of this material. No representation or warranty should be made with
regard to any computations, graphs, tables, diagrams or commentary in this material,
which are provided for illustration/reference purposes only. The views, opinions,
estimates and strategies expressed in this material constitute our judgment based
on current market conditions and are subject to change without notice. JPM assumes
no duty to update any information in this material in the event that such information
changes. Views, opinions, estimates and strategies expressed herein may differ from
those expressed by other areas of JPM, views expressed for other purposes or in
other contexts, and this material should not be regarded as a research report.
Any projected results and risks are based solely on hypothetical examples cited, and
actual results and risks will vary depending on specific circumstances. Forward-looking
statements should not be considered as guarantees or predictions of future events.

Nothing in this document shall be construed as giving rise to any duty of care owed to,
or advisory relationship with, you or any third party. Nothing in this document shall
be regarded as an offer, solicitation, recommendation or advice (whether financial,
accounting, legal, tax or other) given by J.P. Morgan and/or its officers or employees,
irrespective of whether or not such communication was given at your request.
J.P. Morgan and its affiliates and employees do not provide tax, legal or accounting
advice. You should consult your own tax, legal and accounting advisors before
engaging in any financial transactions.

Conflicts of interest will arise whenever JPMorgan Chase Bank, N.A. or any of its
affiliates (together, “J.P. Morgan”) have an actual or perceived economic or other
incentive in its management of our clients’ portfolios to act in a way that benefits
J.P. Morgan. Conflicts will result, for example (to the extent the following activities are
permitted in your account): (1) when J.P. Morgan invests in an investment product,
such as a mutual fund, structured product, separately managed account or hedge fund
issued or managed by JPMorgan Chase Bank, N.A. or an affiliate, such as J.P. Morgan
Investment Management Inc.; (2) when a J.P. Morgan entity obtains services, including
trade execution and trade clearing, from an affiliate; (3) when J.P. Morgan receives
payment as a result of purchasing an investment product for a client’s account; or
(4) when J.P. Morgan receives payment for providing services (including shareholder
servicing, recordkeeping or custody) with respect to investment products purchased
for a client’s portfolio. Other conflicts will result because of relationships that
J.P. Morgan has with other clients or when J.P. Morgan acts for its own account.

Investment strategies are selected from both J.P. Morgan and third-party asset
managers and are subject to a review process by our manager research teams. From
this pool of strategies, our portfolio construction teams select those strategies we
believe fit our asset allocation goals and forward-looking views in order to meet the
portfolio’s investment objective.

As a general matter, we prefer J.P. Morgan managed strategies. We expect the
proportion of J.P. Morgan managed strategies will be high (in fact, up to 100 percent)
in strategies such as, for example, cash and high-quality fixed income, subject to
applicable law and any account-specific considerations.
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While our internally managed strategies generally align well with our forward-looking
views, and we are familiar with the investment processes as well as the risk and
compliance philosophy of the firm, it is important to note that J.P. Morgan receives
more overall fees when internally managed strategies are included. We offer the
option of choosing to exclude J.P. Morgan managed strategies (other than cash and
liquidity products) in certain portfolios.

In the United States, bank deposit accounts and related services, such as checking,
savings and bank lending, are offered by JPMorgan Chase Bank, N.A. Member FDIC.

JPMorgan Chase Bank, N.A. and its affiliates (collectively “JPMCB”) offer investment
products, which may include bank managed investment accounts and custody, as
part of its trust and fiduciary services. Other investment products and services, such
as brokerage and advisory accounts, are offered through J.P. Morgan Securities
LLC (“JPMS”), a member of FINRA and SIPC. Annuities are made available through
Chase Insurance Agency, Inc. (CIA), a licensed insurance agency, doing business as
Chase Insurance Agency Services, Inc. in Florida. JPMCB, JPMS and CIA are affiliated
companies under the common control of JPM. Products not available in all states.

In Germany, this material is issued by J.P. Morgan SE, with its registered office at
Taunustor 1 (TaunusTurm), 60310 Frankfurt am Main, Germany, authorized by the
Bundesanstalt ffn Finanzdienstleistungsaufsicht (BaFin) and jointly supervised by the
BaFin, the German Central Bank (Deutsche Bundesbank) and the European Central
Bank (ECB). In Luxembourg, this material is issued by J.P. Morgan SE - Luxembourg
Branch, with registered office at European Bank and Business Centre, 6 route de
Treves, L-2633, Senningerberg, Luxembourg, authorized by the Bundesanstalt
ffn Finanzdienstleistungsaufsicht (BaFin) and jointly supervised by the BaFin,
the German Central Bank (Deutsche Bundesbank) and the European Central Bank
(ECB); J.P. Morgan SE - Luxembourg Branch is also supervised by the Commission
de Surveillance du Secteur Financier (CSSF); registered under R.C.S Luxembourg
B255938. In the United Kingdom, this material is issued by J.P. Morgan SE - London
Branch, London Branch s issued byred under R.C.S Luxembourg B255938. In the
In thenk (ECB); J.Bundesanstalt ffn Finanzdienstleistungsaufsicht (BaFin)aFin)n)
enstleistungsaufsicht (BBaFin, the German Central Bank (Deutsche Bundesbank) and
the European Central Bank (ECB); J.P. Morgan SE - London Branch is also supervised
by the Financial Conduct Authority and Prudential Regulation Authority. In Spain, this
material is distributed by J.P. Morgan SE, Sucursal en Espaap, with registered office
at Paseo de la Castellana, 31, 28046 Madrid, Spain, authorized by the Bundesanstalt
ffn Finanzdienstleistungsaufsicht (BaFin) and jointly supervised by the BaFin, the
German Central Bank (Deutsche Bundesbank) and the European Central Bank (ECB);
J.P. Morgan SE, Sucursal en Espaap is also supervised by the Spanish Securities Market
Commission (CNMV); registered with Bank of Spain as a branch of J.P. Morgan SE under
code 1567. In Italy, this material is distributed by J.P. Morgan SE - Milan Branch,
with its registered office atbya branch of J.P. Morgan SE under code 1567. InECB);
J.P.Bundesanstalt ffn Finanzdienstleistungsaufsicht (BaFin) and jointly supervised
by the BaFin, the German Central Bank (Deutsche Bundesbank) and the European
Central Bank (ECB); J.P. Morgan SE - Milan Branch is also supervised by Bank of
Italy and the Commissione Nazionale per le Societe e la Borsa (CONSOB); registered
with Bank of Italy as a branch of J.P. Morgan SE under code 8076; Milan Chamber of
Commerce Registered Number: REA MI 2536325. In the Netherlands, this material is
distributed by J.P. Morgan SE - Amsterdam Branch, with registered office at World
Trade Centre, Tower B, Strawinskylaan 1135, 1077 XX, Amsterdam, The Netherlands,
authorized by the Bundesanstalt ffn Finanzdienstleistungsaufsicht (BaFin) and jointly
supervised by the BaFin, the German Central Bank (Deutsche Bundesbank) and the
European Central Bank (ECB); J.P. Morgan SE - Amsterdam Branch is also supervised
by De Nederlandsche Bank (DNB) and the Autoriteit Financiiit Markten (AFM) in the
Netherlands. Registered with the Kamer van Koophandel as a branch of J.P. Morgan
SE under registration number 72610220. In Denmark, this material is distributed
by J.P. Morgan SE is distributed byn number 7af J.P. Morgan SE, Tyskland, with
registered office at Kalvebod Brygge 39-41, 1560 K39-41, 1 V, Denmark, authorized
by the Bundesanstalt ffn Finanzdienstleistungsaufsicht (BaFin) and jointly supervised
by the BaFin, the German Central Bank (Deutsche Bundesbank) and the European
Central Bank (ECB); J.P. Morgan SE - Copenhagen Branch, filial af J.P. Morgan SE,
Tyskland is also supervised by Finanstilsynet (Danish FSA) and is registered with
Finanstilsynet as a branch of J.P. Morgan SE under code 29010. In Sweden, this
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material is distributed by J.P. Morgan SE is distribuBankfilial, with registered office
at Hamngatan 15, Stockholm, 11147, Sweden, authorized by the Bundesanstalt ffn
Finanzdienstleistungsaufsicht (BaFin) and jointly supervised by the BaFin, the German
Central Bank (Deutsche Bundesbank) and the European Central Bank (ECB); J.P. Morgan
SE - Stockholm Bankfilial is also supervised by Finansinspektionen (Swedish FSA);
registered with Finansinspektionen as a branch of J.P. Morgan SE. In France, this
material is distributed by JPMorgan Chase Bank, N.A.-Paris Branch, registered
office at 14,Place Vendome, Paris 75001, France, registered at the Registry of the
Commercial Court of Paris under number 712 041 334 and licensed by the Autoritr
de contront prudentiel et de resolution (ACPR) and supervised by the ACPR and the
Autoritr des MarchMa Financiers. In Switzerland, this material is distributed by
J.P. Morgan (Suisse) SA, with registered address at rue du Rhéne, 35, 1204, Geneva,
Switzerland, which is authorised and supervised by the Swiss Financial Market
Supervisory Authority (FINMA) as a bank and a securities dealer in Switzerland.

This communication is an advertisement for the purposes of the Markets in Financial
Instruments Directive (MIFID I1) and the Swiss Financial Services Act (FINSA). Investors
should not subscribe for or purchase any financial instruments referred to in this
advertisement except on the basis of information contained in any applicable legal
documentation, which is or shall be made available in the relevant jurisdictions (as
required).

In Hong Kong, this material is distributed by JPMCB, Hong Kong branch. JPMCB,
Hong Kong branch is regulated by the Hong Kong Monetary Authority and the
Securities and Futures Commission of Hong Kong. In Hong Kong, we will cease to
use your personal data for our marketing purposes without charge if you so request.
In Singapore, this material is distributed by JPMCB, Singapore branch. JPMCB,
Singapore branch is regulated by the Monetary Authority of Singapore. Dealing and
advisory services and discretionary investment management services are provided
to you by JPMCB, Hong Kong/Singapore branch (as notified to you). Banking and
custody services are provided to you by JPMCB Singapore Branch. The contents of
this document have not been reviewed by any regulatory authority in Hong Kong,
Singapore or any other jurisdictions. You are advised to exercise caution in relation to
this document. If you are in any doubt about any of the contents of this document, you
should obtain independent professional advice. For materials which constitute product
advertisement under the Securities and Futures Act and the Financial Advisers Act,
this advertisement has not been reviewed by the Monetary Authority of Singapore.
JPMorgan Chase Bank, N.A., a national banking association chartered under the laws
of the United States, and as a body corporate, its shareholder’s liability is limited.

With respect to countries in Latin America, the distribution of this material may be
restricted in certain jurisdictions. We may offer and/or sell to you securities or other
financial instruments which may not be registered under, and are not the subject of a
public offering under, the securities or other financial regulatory laws of your home
country. Such securities or instruments are offered and/or sold to you on a private
basis only. Any communication by us to you regarding such securities or instruments,
including without limitation the delivery of a prospectus, term sheet or other offering
document, is not intended by us as an offer to sell or a solicitation of an offer to buy
any securities or instruments in any jurisdiction in which such an offer or a solicitation
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is unlawful. Furthermore, such securities or instruments may be subject to certain
regulatory and/or contractual restrictions on subsequent transfer by you, and you
are solely responsible for ascertaining and complying with such restrictions. To the
extent this content makes reference to a fund, the Fund may not be publicly offered
in any Latin American country, without previous registration of such fund “s securities
in compliance with the laws of the corresponding jurisdiction. Public offering of any
security, including the shares of the Fund, without previous registration at Brazilian
Securities and Exchange Commission-CVM is completely prohibited. Some products
or services contained in the materials might not be currently provided by the Brazilian
and Mexican platforms.

References to “J.P. Morgan” are to JPM, its subsidiaries and affiliates worldwide.
“J.P. Morgan Private Bank” is the brand name for the private banking business
conducted by JPM. This material is intended for your personal use and should not
be circulated to or used by any other person, or duplicated for non-personal use,
without our permission. If you have any questions or no longer wish to receive these
communications, please contact your J.P. Morgan team.

JPMorgan Chase Bank, N.A. (JPMCBNA) (ABN 43 074 112 011/AFS Licence No: 238367) is
regulated by the Australian Securities and Investment Commission and the Australian
Prudential Regulation Authority. Material provided by JPMCBNA in Australia is to
“wholesale clients” only. For the purposes of this paragraph the term “wholesale
client” has the meaning given in section 761G of the Corporations Act 2001 (Cth).
Please inform us if you are not a Wholesale Client now or if you cease to be a Wholesale
Client at any time in the future.

JPMS is a registered foreign company (overseas) (ARBN 109293610) incorporated in
Delaware, U.S.A. Under Australian financial services licensing requirements, carrying
on a financial services business in Australia requires a financial service provider,
such as J.P. Morgan Securities LLC (JPMS), to hold an Australian Financial Services
Licence (AFSL), unless an exemption applies. JPMS is exempt from the requirement
to hold an AFSL under the Corporations Act 2001 (Cth) (Act) in respect of financial
services it provides to you, and is regulated by the SEC, FINRA and CFTC under US
laws, which differ from Australian laws. Material provided by JPMS in Australia is
to “wholesale clients” only. The information provided in this material is not intended
to be, and must not be, distributed or passed on, directly or indirectly, to any other
class of persons in Australia. For the purposes of this paragraph the term “wholesale
client” has the meaning given in section 761G of the Act. Please inform us immediately
if you are not a Wholesale Client now or if you cease to be a Wholesale Client at any
time in the future.

This material has not been prepared specifically for Australian investors. It:

- may contain references to dollar amounts which are not Australian dollars;

- may contain financial information which is not prepared in accordance with
Australian law or practices;

« may not address risks associated with investment in foreign currency
denominated investments; and does not address Australian tax issues.
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