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CURRENT ECONOMIC CONDITIONS

Underlying market fundamentals are strong but have a lack of visibility

Market Positives
— Strong economy

— Robust labor market

and wage growth
— Tax reform
— Strong earnings

— Falling valuations

Real GDP
Year-over-year % change
10% 1 [l Real cDP 3Q18
YoY % chg: 3.0%
8% QoQ % chyg: 3.5%

6% -

4%

2%

0%

-2% 4

4% A

/% -

Source: BEA, FactSet, J.P. Morgan Asset Management.

Average:
2.7%

|

Expansion
average:

A a0
o ]

73 78 ‘83 ‘88 ‘93 ‘98 03 ‘08 13 "18




MARKET STRENGTH: ROBUST EARNINGS
GROWTH SUPPORTED BY TAX REFORM &
INCREASED BUSINESS REVENUES

Full year 2018 S&P 500 EPS growth rate is expected to be over 20%
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MARKET STRENGTH: U.S. EARNINGS CONTINUE
TO OUTPERFORM OTHER COUNTRIES

' International equity earnings and valuations GTM-US. | 45
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EPS, US. dollar, next 12 months, Jan. 2006 = 100 Current and 25-year historical valuations* Axis
200 - 75 ey :_" - B.Ix
l 4 Current ! !
| wm 25-year range i - 4.8x
20y { ™= 25-year average i L 44y
160_ i [ 4UX
25x% A L} | 3 6x
o : L 3.2x
— D 21x - ; T
= £ | - 28x 7
oS 120 & | T
= ¢ | - 24x ©
0 : &
c I 17x A i 3
e g Ta B | F20x ®
= a 15.7x ¢ == | —
13x | 14.3x - 1.6x
80+ ;
5 - 1.2
Ox - 0.8x
i L 0.4x
40 T L 5% ; : : : 0.0x
06 '07 '08 09 10 11 2 3 14 15 16 7 18 Us. DM  FEurope Japan  EM

Source: FactSet, MSCI, Standard & Poor's, Thomson Reuters, J.P. Morgan Asset Management.

*Valuations refer to NTMA P/E for Europe, U.5_, Japan and developed markets and P/B for emerging markets. Valuation and eamings charts use

MSCI indices for all regions/countries, except for the U.S., which is the S&P 500. All indices use IBES aggregate eamings estimates, which may differ

from eamings estimates used elsewhere in the book. MSCI Europe includes the eurozone as well as countries not in the currency bloc, such as 4




MARKET STRENGTH: STRONG LABOR
MARKET AND WAGE GROWTH
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Unemployment and wages

Civilian unemployment rate and year-over-year wage growth for private production and non-supervisory workers
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MARKET STRENGTH: HOUSEHOLD NET
WORTH AT ALL TIME HIGHS

- Consumer finances GIM-us. | 20

Consumer balance sheet Household debt service ratio
2Q18, trillions of dollars outstanding, not seasonally adjusted Debt payments as % of disposable personal income, SA
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Source: FactSet, FRB, J.P. Morgan Asset Management; (Top and bottom right) BEA.

Data include households and nonprofit organizations. SA — seasonally adjusted. *Revolving includes credit cards. Values may not sum to 100% due
to rounding. **3Q 18 figures for debt service ratio and household net worth are J.P. Morgan Asset Management estimates.




SO WHY THE RECENT WEAKNESS IN THE
STOCK MARKET?

S&P 500 down 10% between October 3, 2018 and November 23, 2018

- Market weakness due to:
— Concerns regarding Federal Reserve policy and rising interest rates
— Uncertainty regarding trade disputes and tariffs

— Fear that operating margins, earnings, and global growth have peaked
and will fall in 2019

Oil Rout Casts Pall
Over U.S. Markets

STREETWISE | JAMES MACKINTOSH

How Worried Should
You Be About a Selloft?

Investors fret about
growth and Fed policy

By Davip Hopart anp Akane Orant

U.5. stocks slipped Friday as oil
prices tumbled to their lowest levels
in more than a year, dragging shares
of energy companies lower.

The latest rout in oil prices added

Source: Wall Street Journal

helped lead the bull market earlier
in the year.

Some of the swings were likely
exacerbated by relatively low trading
volumes heading into the weekend,
with the U.S. stock market closing
early after Thanksgiving and Japa-
nese markets shut for a public holi-
day, analysts said.

5till, the decline in crude prices—
which analysts have attributed to

A rat-tat-tat of bad
news hit stocks over
®  the past two months,
Wall Street strategists

are ohsessing over
v the odds of recession,
a?f " ﬁz and bears outnumber

bulls in one popular investor survey.
‘Was it merely bad luck that so
many bad things happened all at
once? Or is something wrong deep

in the financial and economic sys-
tem, that could tip the sharp selloff
since late September into a bear
market?

The answer may be both. Bad
things happen all the time, but
when there’s nothing deep to worry
about, they have little wider effect.
Only when there are broader prob-
lems do idiosyncratic events build

Please turn to page Bé|




FED POLICY CAUSING VOLATILITY

Federal Reserve Chairman Jerome Powell’'s comments on the future path
of interest rates have changed and are heavily scrutinized by the markets

October 3

“Interest rates are still accommodative ... we're a long way from
neutral at this point, probably.”

November 28th

“Interest rates are still low by historical standards, and they remain
just below ... neutral for the economy”
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RISING INTEREST RATES HAVE SLOWED
EXISTING HOME SALES
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FED POLICY CAUSING VOLATILITY

The Fed and interest rates

Federal funds rate expectations
FOMC and market expectations far the fed funds rate
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Source: Bloomberg, FactSet, Federal Reserve, J.P. Morgan Asset Management.
Market expectations are the federal funds rates priced into the fed futures market as of the date of the September 2018 FOMC meeting and are
through September 2021. *Long-run projections are the rates of growth, unemployment and inflation to which a policymaker expects the economy to
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TRADE DISPUTES & TARIFFS ARE ALSO
CAUSING VOLATILITY

Most recent trade data shows global trade continuing to grow but at a
much slower rate with the first round of tariffs taking effect
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Sources: LHS - Haver Analytics - World Trade Volume as of Aug 31, 2018, New Export 11
Orders as of Oct 31, 2018. RHS — Capital Economics as of Oct, 31 2018. I



TRADE DISPUTES & TARIFFS ARE ALSO
CAUSING VOLATILITY

Perceived trade unfairness and a potentially strong U.S. bargaining position
has fueled trade tensions. ..

Tariffs by region Exports as a share of GDP
Average tariff on traded good by U S trading partner Goods exports, 2017
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Tariff data are as of December 31, 2015, or most recent available. Tariff is simple average of tanffs on traded goods. 12
Data are as of July 31, 2018.



MAKE INVESTMENT DECISIONS BASED ON
YOUR LONG TERM GOALS & RISK TOLERANCE

« Remember the market does not move in alinear fashion
« Use volatility to your advantage, not to your detriment

« Diversify to reduce risk l




MAKE INVESTMENT DECISIONS BASED ON
YOUR LONG TERM GOALS & RISK TOLERANCE

- S&P 500 Index at inflection points GTM-UuS. | 4

S&P 500 Price Index

Oct. 31, 2018

3,000+ PIE (fwd.) = 15.5x
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Source: Compustat, FactSet, Federal Reserve, Standard & Poor's, J.P. Morgan Asset Management.

Dividend yield is calculated as consensus estimates of dividends for the next 12 months, divided by most recent price, as provided by Compustat.

Forward price to eamings ratio is a bottom-up calculation based on the most recent S&P 500 Index price, divided by consensus estimates for 14
eamings in the next 12 months (NTM), and is provided by FactSet Market Aggregates. Returns are cumulative and based on S&P 500 Index price




MAKE INVESTMENT DECISIONS BASED ON
YOUR LONG TERM GOALS & RISK TOLERANCE

229 Years of Stock
Market Returns

o 2000s
[ 1900s
0 1800s
7 1700s

-50% -40% -30% -20% -10%

Source: Standard & Poor's




MAKE INVESTMENT DECISIONS BASED ON
YOUR LONG TERM GOALS & RISK TOLERANCE

. Time, diversification and the volatility of returns GTM - U.S.

Range of stock, bond and blended total returns
Annual total returns, 1950-2017

60% - Annual avg.  Growth of $100,000
total return over 20 years
e Stocks 11.2% $840,219
40% Bonds 5.9% $316,600
50/50 portfolio 9.0% $556,848
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Source: Barclays, Bloomberg, FactSet, Federal Reserve, Robert Shiller, Strategas/Ibbotson, J P. Morgan Asset Management.

Retums shown are based on calendar year retuns from 1950 to 2017. Stocks represent the S&P 500 Shiller Composite and Bonds represent

Strategas/Ibbotsen for periods from 1950 to 2010 and Bloomberg Barclays Aggregate thereafter. Growth of $100,000 is based on annual average 16
total returns from 1950 to 2017.




MAKE INVESTMENT DECISIONS BASED ON
YOUR LONG TERM GOALS & RISK TOLERANCE

Since 1980 the average year has included a market drop of 13.8% yet the
average annual return is 8.8%

- Annual returns and intra-year declines GTM-us. | 14

S&P 500 intra-year declines vs. calendar year returns
Despite average Iintra-year drops of 13.8%, annual returns positive in 29 of 38 years
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during the year. For illustrative purposes only. Returns shown are calendar year returns from 1980 to 2017, over which time period the average

annual return was 8.8%.



MAKE INVESTMENT DECISIONS BASED ON
YOUR LONG TERM GOALS & RISK TOLERANCE

Investing

v
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Diversification and the average investor

Portfolio returns: Equities vs. equity and fixed income blend
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20-year annualized returns by asset class (1998 — 2017)
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Source: J.P. Morgan Asset Management; (Top) Barclays, Bloomberg, FactSet, Standard & Poor's; (Bottom) Dalbar Inc.
Indices used are as follows: REITS: NAREIT Equity REIT Index, EAFE: MSCI EAFE, Oil: WTI Index, Bonds: Bloomberg Barclays U.S. Aggregate
Index, Homes: median sale price of existing single-family homes, Gold: USDitroy oz, Inflation: CPI. 60/40: A balanced portfolio with 60% invested in

SE&P 500 Index and 40% invested in high-quality U S fixed income, represented by the Bloomberg Barclays U.S. Aggregate Index. The portfolio is 18




ADVISE CHILDREN AND GRANDCHILDREN
TO TAKE A LONG TERM APPROACH

“Someone’s sitting in the shade today because

someone planted a tree a long time ago.”
- Warren Buffett
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EDUCATION REMAINS VALUABLE

. Employment and income by educational attainment

Unemployment rate by education level Average annual earnings by highest degree earned
. Warkers aged 18 and older, 2017
18% - _ $110,000 -
Education level Oct. 2018
. Less than high school degree 6.0% $100.000 | $98,368
18% High school no college 4.0% '
. Some college 3.0% $90.000 J
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c
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0% s
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Source: J.P. Morgan Asset Management; (Left) BLS, FactSet; (Right) Census Bureau.

20

4



INVEST EARLY AND DOLLAR COST AVERAGE

GTM-us. | 16

Stock market since 1900

S&P Composite Index

Log scale, annual
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Source: FactSet, NBER, Robert Shiller, J.P. Morgan Asset Management.
Data shown in log scale to best illustrate long-term index patterns.
Past performance is not indicative of future retumns. Chart is for illustrative purposes only. 21




INVEST EARLY AND BENEFIT FROM THE
MIRACLE OF COMPOUNDING

Saving

Benefit of saving and investing early

Account growth of $5,000 invested/saved annually

$900,000 1
¥ Consistent Chloe invests from
ages 25 to 65 earning 6.0%
800,000 ($200,000 total)
700,000 -
¥ Late Lyla invests from ages
35 to 65 eamning 6.0%
600,000 | ($150,000 total)
¥ Quitter Quincy invests from
500,000 ages 25 to 35 earning 6.0%
(550,000 total)
400,000 A
¥ Nervous Noah saves from ages
300,000 4 25 to &5 in cash eaming 2.0% ®
($200,000 total)
200,000 A
100,000
o

25 30 35 40 45 50 55 60 65
Age

ENDING PORTFOLIO

$820,238 ’

76%
$419,008

64%
$401230 o8

88%

$308,050
35%

B Investment return
¥ Savings

SAVING
FUNDAMENTALS

Saving early and often,
and investing what you
save, are some of the
keys to a successful
retirement due to the
power of compounding
over the long term.

The above example is for illustrative purposes only and not indicative of any investment. Account value in this example assumes a 6.0%
annual return and cash assumes a 2.0% annual return. Source: J.P. Morgan Asset Management, Long-Term Capital Market Assumptions. 22
Compounding refers to the process of eaming retum on principal plus the return that was eamed earlier.




TAKE ADVANTAGE OF TAX DEFERRED

INVESTMENT OPTIONS

' The power of tax-deferred compounding

Taxable vs. tax-deferred investing over a 30-year timeframe
Growth of $100,000 for a household in the 24% tax bracket

ENDING BALANCE
$600,000
. $574,349 Tax-deferred
, account (before taxes)
#
500,000 r,‘
/e $460,505 Tax deferred
/ account (after taxes)
400,000 ’

® $381,037 Taxable account
(taxed annually)
300,000

200,000

100,000

Source: J.P. Morgan Asset Management

| 18

TAXES CAN WAIT

Sheltering investment
growth in tax-deferred
accounts over the long
term may result in more
wealth for refirement.
The value of fax deferral
in this example is
equivalent to a 0.7%
higher annual return
over the time period.

23




HEALTH SAVINGS ACCOUNTS (HSA) ARE VALUABLE,
CORE LONG TERM INVESTMENT VEHICLES

Family maximum contribution of $6,900; single maximum contribution of $3,450

- Maximizing an HSA for health care expenses in retirement | 20

Health Savings Account (HSA) savings are triple tax advantaged'
Maximum annual individual contributions, 6% return and 24% marginal tax rate

ENDING BALANCE MAKE THE MOST OF IT

$400,000 If you are enrolled in a
$370,000 Tax free for qualified high-deductible health
350.000 health care expenses in plan, be sure fo
retirement contribute to an HSA.
300,000
$34,938 g Investing your HSA
250,000 Savings from tax 22%1’1;52 { Tax-deferred contributions for the long
deductions term and paying for
200,000 current health care
expenses out of income
150,000 or short-term savings
can provide significant
100,000 tax-free funds fgr health
$145,574 Contributions care expenses in
50,000 retirement.
0
0 5 10 15 20 25

Years

1 Must have a qualifying high-deductible health plan to make coniributions. After age 65 funds in the HSA may be withdrawn tax free for
qualified medical expenses or withdrawn at ordinary income tax rates for other expenses. See IRS Publication 502 for details.

The above example is for illustrative purposes only and not indicative of any investment. Federal taxes; states may differ. Does not include

account fees. Present value of illustrated HSA after 30 years is $189,803. [f the annual tax deduction is invested with an after-tax return of

4.56%, the cumulative hypothetical return is $34,809. Assumes cash or income used for health care expenses is not withdrawn from an

account with a tax liability. The example assumes the H3A is fully invested; if $2,000 was held in a cash account the illustrated cumulative

HSA account value would be $360 516. 2018 contribution limit is $3,450 adjusted for inflation of 2 25% for 30 years. 24




EVEN IN RETIREMENT, A LONG TERM APPROACH
IS OFTEN WARRANTED

Life expectancy and retirement

Probability of reaching ages 80 and 90 Retirement savings gap
Persons aged 65, by gender, and combined couple Anticipated amount needed vs. actual savings, thousands
100% - 100% - - $130
. Men
90%
. Women
Couple — at least one a0% - L $127
80% - lives to specified age §126
64%
60%
60%
40%
40% A
20%
oy W 20% -
c 2 0%
2.2 % of people 55-64 65-74 >75
v 2 who think
é = they need
- o >$500,000 Median value of retirement account
0% - for by age of head
80 years 90 years retirement

Source: J.P. Morgan Asset Management; (Left) SSA 2015 Life Tables; (Right) 2017 Retirement Confidence Survey, Employee Benefit Research
Institute and Greenwald & Associates; 2016 Survey of Consumer Finances, Federal Reserve.

EBRI survey was conducted from January 6, 2017 to January 13, 2017 through online interviews with 1,671 individuals (1,082 workers and 589
retirees) ages 25 and older in the United States.

25




Thank You,

QUESTIONS?
GREEN BAY AREA
&9 etired Men ‘5
CLUB
Gary Rolain
(920) 433-3294

Gary.Rolain@AssociatedBank.com

5: Assoclated Bank
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