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As markets forge further into the mid-cycle, they are getting 
buffeted by short-term turbulence – one of the results of rising 
rates and policy normalization amidst an uncertain environment 
of higher inflation. We continue to expect inflation to moderate as 
labor supply increases and spending shifts from goods to services 
with the fading of the pandemic, but a relatively brisk pace of 
inflation is likely to persist for the near-term and the rest of this 
cycle.

We have been highlighting some key approaches for investors 
to navigate this environment. Besides avoiding cash and relying 
on cyclical equities to drive returns, investors can look to real 
assets to play an essential role in portfolios as a natural inflation 
hedge and alternative source of yield. Broad returns are likely to 
moderate and public markets could remain volatile, highlighting 
the benefits of less correlated sources of return such as real 
estate. Furthermore, real estate is an oft-overlooked way to gain 
exposure to structural growth opportunities, and Asia is at a 
crossroads of cyclical and secular tailwinds that could drive robust 
growth in its real estate sector going forward.

REAL ESTATE HAS LOW CORRELATIONS WITH GLOBAL BONDS AND 
EQUITIES
Quarterly return correlations
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Source: MSCI, Bloomberg Finance L.P., Burgiss, NCREIF (National Council of Real Estate 
Investment Fiduciaries), Cliffwater, HFRI, J.P. Morgan Asset Management. All correlation 
coefficients are calculated based on quarterly total return data for the period June 30, 2008 – 
June 30, 2021. Data is as of June 30, 2021.

The role of real estate in your long-term portfolio

Real estate can be a valuable tool for constructing diversified 
and resilient portfolios across market cycles. Real estate typically 
provides a natural inflation hedge due to regular lease resets. 
Depending on the specific type of investment strategy, they may 
also provide an alternative source of stable cash yields. This 
is a key feature which complements traditional fixed income 
allocations within portfolios, which are likely to remain under 
pressure in a volatile rising-rate environment with low starting 
yields.

REAL ESTATE HAS HISTORICALLY OUTPERFORMED BONDS IN RISING RATE 
ENVIRONMENTS
Median annualized return in rising rate periods, 1978-2020, %
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Sources: J.P. Morgan Asset Management, Pertrac. Composite returns are net of manager fees, 
gross of J.P. Morgan fees. NCREIF Property Index is updated quarterly. Data is as of September 
30, 2020. 

While real estate (particularly residential) has already forged a 
strong recovery from the depths of the pandemic, they could 
continue to deliver robust risk-adjusted returns in the medium-
term due to their “inflation protection” features amidst a rising 
rate environment, while benefitting from continued economic 
growth. Over the longer-term, our LTCMAs are projecting that 
real estate can outperform traditional 60/40 portfolios. These 
characteristics make real estate a compelling consideration as one 
of the essential components of long-term portfolios.
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REAL ESTATE COULD OUTPERFORM A TRADITIONAL 60/40 STOCK-BOND 
PORTFOLIO
Expected volatility and long-term returns for real estate sectors (USD) compared to 
the efficient frontier for a 60/40 portfolio, %
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A unique way to position for structural growth 
opportunities

An interesting and oft-overlooked feature of real estate is that 
it can be an alternative way to allocate to structural growth 
opportunities, many of which have been accelerated by the 
pandemic. COVID-induced and secular population shifts in various 
parts of the world have major implications for residential real 
estate. The continued boom in global e-commerce and trade in 
goods necessitates more investment into logistics and production 
facilities, especially as corporates seek to strengthen supply 
chains. Continued growth in megatrends such as technology and 
healthcare innovation is underpinning global demand for research 
facilities and related office space. Positioning for these secular 
growth opportunities through public equities is being challenged 
by elevated valuations and a volatile rate environment, underlining 
real estate as an alternative avenue to invest into those themes.

The opportunity in Asia real estate

While global investors tend to be more familiar with real estate 
in core U.S. and European markets, Asia presents a compelling 
opportunity to diversify their real estate holdings and gain 
exposure to structural trends with significant potential growth. 
Asia is at a crossroads of cyclical and secular tailwinds which can 
underpin robust growth in its real estate sector in the coming 

years. This positive outlook is primarily driven by powerful social 
and demographic changes, evolving consumption trends, growth in 
innovative sectors and timely cyclical opportunities as the region 
gradually emerges from the depths of the pandemic.

1. Social and demographic trends

Urban population growth in the Asia-Pacific is projected to be 
one of the strongest amongst regions globally, underpinning the 
continued long-term trend of rising urbanization and middle-
class consumption. More than a billion people in the region are 
expected to join the ranks of the middle-class by 2030, further 
boosting Asia’s global share of the middle-class from roughly 
half today1 – in contrast to slower-growing or shrinking middle-
class populations in developed economies. These trends could 
be a key long-term demand driver for urban rental properties 
and industrial and logistics facilities that cater to their growing 
consumption needs.

THE ASIA PACIFIC IS POISED TO SEE THE MOST SIGNIFICANT URBAN 
AND MIDDLE CLASS POPULATION GROWTH IN THE COMING DECADE
Urban population, billions (LHS) CAGR, % (RHS)
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Sources: United Nations, Department of Economic and Social Affairs, Population Division 
(2019). World Urbanization Prospects: The 2018 Revision. Data is as of December 2018.

Zooming into specific countries, idiosyncratic population 
shifts within economies could also create targeted investment 
opportunities. An interesting example is Japan, where despite 
challenging demographics where the overall population is 
declining, key cities have seen continued population growth 
driven by internal migration and urbanization, underpinning 
strong residential demand alongside increasing foreign investor 
interest.

1 Source: World Data Lab, Bloomberg Finance L.P., as of September 3, 2021.
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WHILE JAPAN’S OVERALL DEMOGRAPHICS ARE SLOWING, GROWTH IN 
KEY CITIES IS STILL ROBUST
Annual household formation (5-year CAGR), %
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2. Boom in e-commerce and logistics

Investors are not strangers to the e-commerce boom that 
occurred in the past decade and accelerated during the 
pandemic. As consumption habits shift online at a more 
powerful pace than before, logistics real estate is a beneficiary 
of e-commerce demand. This dynamic is playing out strongly 
in the Asia-Pacific region and could be sustained. China’s 
e-commerce markets, already the largest in the world2, 
continued to post growth throughout the pandemic even as 
broad consumption remained under pressure from a slowing 
economy.

CHINA’S ECOMMERCE MARKET HAS MAINTAINED A STRONG PACE OF 
GROWTH DESPITE A BROADER ECONOMIC SLOWDOWN
Online retail sales of goods, US$ trillions
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The e-commerce boom extends beyond China. Another 
potential market is India, where domestic consumption has 
grown over 70% in the last 10 years3, with a much longer 
runway compared to China as incomes rise and its larger 
potential middle-class population catches up. Even in a mature 
market like Australia, online retail sales achieved over 25% 
year-on-year growth in late 2021.4 The various maturities and 
types of e-commerce markets illustrate the breadth of the 
opportunity in the logistics sector across Asia. With global 
trade in goods and Asia’s exports expected to remain strong, 
especially as the region emerges from the pandemic and 
related restrictions, logistics facilities could benefit from cyclical 
demand as well.

Besides the high-level demand drivers of logistics real estate, 
the increasing sophistication of these warehouses and factories, 
involving the use of A.I. and robotics to transform supply chains, 
would be another source of demand for high-quality properties 
in this sector. The construction and upgrading of facilities 
designed and equipped for the integration of such technology, 
particularly in prime logistics hubs, present opportunities 
and enforce the need for differentiation and selectivity when 
investing in this space.

TECHNOLOGY AND AUTOMATION ARE KEY CONSIDERATIONS FOR 
MODERN, HIGH-SPECIFICATION LOGISTICS FACILITIES
Survey of factors that will affect the specification of standard ‘big box’ logistics 
buildings, %
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Source: JLL, The Future of Global Logistics Real Estate. Data as of December 2021.

2 Source: World Economic Forum, Statista, as of September 8, 2021.
3 Source: World Bank, as of July 2021.
4 Source: National Australia Bank, as of November 25, 2021.
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3. Secular growth in innovative sectors

While technology and healthcare innovation are global 
megatrends, Asia is poised to experience a significant share of 
the growth that comes with their development. A unique way 
to position for these trends is to gain exposure through related 
ancillary sectors, such as real estate.

As some markets experience outsized growth in “new economy” 
areas like technology, they create and shift demand for 
commercial properties. For example, Bangalore, India’s IT hub, 
has absorbed more office space on average since 2015 than 
New York, San Francisco and London combined5 as major global 
companies ramp up their footprint there to access local tech 
talent and reduce operating costs. The tech sectors of other 
economies in the region have also seen rapid job growth in 
recent years as local tech scenes continue to boom and global 
players set up hubs, presenting opportunities to capitalize on 
office demand in those markets.

INDIA’S TECH INDUSTRY IS EXPECTED TO CONTINUE DELIVERING 
ROBUST GROWTH
India IT industry revenue, US$ billions
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Sources: NASSCOM, Gartner. Data is as of June 2021.

Furthermore, Asia is a significant hub for and contributor to 
R&D spending at 46% of the global share.6 Beyond the tech 
sector, healthcare real estate is a niche but compelling part of 
megatrends investing. A renewed global focus on healthcare 
innovation in light of the pandemic, rapidly aging populations in 
some Asia-Pacific markets and a large and educated workforce 
are attractive to healthcare companies in terms of setting up 
research, manufacturing and treatment facilities.

Like many developed markets, Asia is also currently undergoing 
one of the most significant post-crisis CAPEX booms in its 
history, which is another potential source of buoyant demand 
for advanced and innovative commercial and industrial 
properties.

ASIA’S CAPEX RECOVERY IS THE STRONGEST IN RECENT CYCLES
Asia ex China Real GFCF (gross fixed capital formation) (pre-recession (Q0) = 
100)

50

60

70

80

90

100

110

120

-2 -1 0 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15 16

Asian Financial Crisis (2Q97=100)
Tech bubble burst (1Q01=100)
Global Financial Crisis (2Q08=100)
Covid recession (4Q19=100)

Source: Haver Analytics, IMF, national sources. Data is as of March 2021. Note: Asia ex-
China includes India, Indonesia, Korea, Taiwan, Australia and Japan. The Asia ex-China 
aggregate is a weighted average using PPP-based GDP weights.

4. Tactical opportunities in pandemic-affected 
sectors

While the pandemic decimated specific real estate subsectors 
worldwide, notably in hospitality and offices, there are some 
unique cyclical dynamics in Asia that could present timely 
investment opportunities. Many parts of Asia are still grappling 
with COVID-related restrictions and mobility remains under 
pressure relative to pre-COVID levels. Tourism-dependent 
economies have continued to suffer as border restrictions 
remain. However, this relatively distressed environment could 
present compelling opportunities. Office utilization and values 
in core cities have remained relatively resilient compared 
to counterparts in other regions, and surveys point towards 
an expansion of net office demand going forward, a marked 
difference from the U.S. and Europe.

5 Source: Blackstone, as of January 2022.
6 Source: R&D World, as of April 2021.
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A MAJORITY OF ASIA-PACIFIC OFFICE OCCUPIERS EXPECT THE SIZE OF 
THEIR OFFICE PORTFOLIOS TO INCREASE 
Occupier sentiment survey, %
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Hospitality could also see a rebound over time. While the short-
term outlook for travel, particularly within Asia, remains deeply 
uncertain, pent-up leisure demand over the medium-term could 
underpin strength in the hospitality sector, alongside the broader 
tailwind of rising consumption in the region. For example, Japan’s 
tourism sector rapidly grew to a record in the decade leading up 
to 2020, driven by intra-Asia travel, and inbound tourist arrivals 
currently remain at a fraction of pre-pandemic levels. Heavily 
discounted valuations in that sector could present timely and 
tactical opportunities to position for an eventual rebound.

JAPAN’S TOURISM SECTOR WAS EXPERIENCING A DECADE-LONG BOOM 
UNTIL THE PANDEMIC
Japan inbound tourist arrivals, millions
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What about the risks in China?

A torrent of negative headlines and an ongoing implosion 
of indebted developers in the China property sector have 
understandably deterred investors from the Chinese real estate 
market. However, depressed sentiment and valuations in that 
market could present some compelling tactical entry points 
into selective opportunities. Most of the damage has been in 
the residential property sector (and the developers’ equities 
and credit). While our base case is for incremental support from 
Chinese authorities to avoid a deeper and broader economic 
downturn, uncertainties could likely persist and a substantial 
short-term recovery is unlikely. Investors with local expertise could 
sift through the wreckage to capitalize on distressed opportunities 
which have long-term and robust structural tailwinds, such as 
through direct investments into logistics facilities, while avoiding 
the risks and volatility of the residential sector and developers, all 
while right-sizing their overall China exposure within portfolios.

We can help

The opportunities and risks in the varied landscape of Asian real 
estate reinforces the need for thoughtful and active management 
when investing in this space. It necessitates a hands-on approach 
which relies on local expertise and due diligence to capture 
long-term returns while managing risks unique to each market 
and sector. J.P. Morgan is partnering with first-class managers to 
deliver those opportunities. Please contact your J.P. Morgan team 
to find out more.
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Index Definitions

The NCREIF (National Council of Real Estate Investment 
Fiduciaries) Property Index (NPI) is a quarterly, unleveraged 
composite total return for private commercial real estate 
properties held for investment purposes only. All properties in the 
NPI have been acquired, at least in part, on behalf of tax-exempt 
institutional investors and held in a fiduciary environment.

The Bloomberg Global Aggregate Index provides a broad-based 
measure of the global investment grade fixed-rate debt markets. 
The Global Aggregate Index contains three major components: 
the U.S. Aggregate (USD 300mn), the Pan-European Aggregate 
(EUR 300mn), and the Asian-Pacific Aggregate Index (JPY 35bn). In 
addition to securities from these three benchmarks (94.1% of the 
overall Global Aggregate market value as of December 31, 2009), 
the Global Aggregate Index includes Global Treasury, Eurodollar 
(USD 300mn), Euro-Yen (JPY 25bn), Canadian (USD 300mn 
equivalent), and Investment Grade 144A (USD 300mn) index-
eligible securities not already in the three regional aggregate 
indices. The Global Aggregate Index family includes a wide range 
of standard and customized subindices by liquidity constraint, 
sector, quality, and maturity. A component of the Multiverse Index, 
the Global Aggregate Index was created in 1999, with index history 
backfilled to January 1, 1990. All indices are denominated in U.S. 
dollars.
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Important Information

For illustrative purposes only. Estimates, forecasts and comparisons are as of 
the dates stated in the material.

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

These are presented for illustrative purposes only. Your actual portfolio will 
be constructed based upon investments for which you are eligible and based 
upon your personal investment requirements and circumstances. Consult your 
J.P. Morgan representative regarding the minimum asset size necessary to fully 
implement these allocations.

Past performance is not a guarantee of future results. It is not possible to 
invest directly in an index.

Investing in alternative assets involves higher risks than traditional investments and 
is suitable only for sophisticated investors. Alternative investments involve greater 
risks than traditional investments and should not be deemed a complete investment 
program. They are generally not tax efficient and an investor should consult with 
his/her tax advisor prior to investing. Alternative investments have higher fees 
than traditional investments and they may also be highly leveraged and engage in 
speculative investment techniques, which can magnify the potential for investment 
loss or gain. The value of the investment may fall as well as rise and investors may 
get back less than they invested.

Real estate, hedge funds, and other private investments may not be suitable for all 
individual investors, may present significant risks, and may be sold or redeemed 
at more or less than the original amount invested. Private investments are offered 
only by offering memoranda, which more fully describe the possible risks. There 
are no assurances that the stated investment objectives of any investment product 
will be met. Hedge funds (or funds of hedge funds): often engage in leveraging and 
other speculative investment practices that may increase the risk of investment 
loss; can be highly illiquid; are not required to provide periodic pricing or valuation 
information to investors; may involve complex tax structures and delays in 
distributing important tax information; are not subject to the same regulatory 
requirements as mutual funds; and often charge high fees. Further, any number of 
conflicts of interest may exist in the context of the management and/or operation 
of any hedge fund.

This material is for information purposes only, and may inform you of certain 
products and services offered by private banking businesses 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.

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.

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 für 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 für 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, registered office at 25 Bank Street, Canary Wharf, 
London E14 5JP, authorized by the Bundesanstalt für Finanzdienstleistungsaufsicht 
(BaFin) and jointly supervised by the BaFin, 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 
España, with registered office at Paseo de la Castellana, 31, 28046 Madrid, Spain, 
authorized by the Bundesanstalt für 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 España 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 at Via Cordusio, n.3, Milan 20123, Italy, authorized by the Bundesanstalt 
für 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 Società e la Borsa (CONSOB); registered with Bank of 
Italy as a branch of J.P. Morgan SE under code 8076; Milan Chamber of Commerce 

https://www.finra.org/
https://www.sipc.org/
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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 für 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 Financiële 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 – Copenhagen Branch, filial af J.P. Morgan 
SE, Tyskland, with registered office at Kalvebod Brygge 39-41, 1560 København 
V, Denmark, authorized by the Bundesanstalt für 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 
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