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A gaggle of worldwide indicators have rebounded from their early 2009 lows

The first-order benefits of stimulus are hard to ignore, but headwinds remain

Focus has now shifted to sustainability, as households adjust to new levels of wealth and continued job losses, alongside

a cautious corporate sector

Global “Hail Mary” stimulus pays off in 2009
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Source: Bloomberg. Data as of 10/30/2009.

Global economic indicators include: Japan Exports, UK Manufacturing PMI, ISM Manufacturing New Orders, German Business Expectations, Brazil Retail Sales of Construction Materials, Turkey Consumer Confidence, Japan Industrial

Production, France Industrial Production, U.S. Small Business Optimism, Japan Small Business Confidence, China Electricity Production, Taiwan Exports, J.P.Morgan Global Manufacturing PMI, Taiwan Industrial Production, Eurozone

Manufacturing PMI, Japan Capacity Utilization, South Africa Steel Production, Denmark Business Confidence, and South Korea Real GDP.
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The unprecedented nature of the stimulus and the potential unwind of the largest policy experiment ever lead us to

approach with caution

Aggressive intervention from central banks has been effective in stabilizing markets, but as the impact from stimulus begins to fade, governments

will soon have to address the repercussions of their fiscal and monetary policies

. High government debt balances appear unsustainable, dramatic changes in the monetary base could fuel asset speculation, the pace of loan growth

in China suggests inefficient capital formation, and expanded bank deposit insurance creates distorted incentives and raises the possibility of
catastrophic government losses where caps have been removed

Growing U.S. and European debt Explosion of U.S. monetary base

held gross debt as a % of GDP
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Chinese loan growth
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Source: Federal Reserve. Data as of 11/14/2009.

Expanded bank deposit insurance

2002

2004

2006

2008

Country Currency Old guarantee New guarantee
United States usD 100,000 250,000
United Kingdom GBP 35,000 50,000
Germany EUR 20,000 50,000
Ireland EUR 20,000 Unlimited *
Spain EUR 20,000 100,000
Switzerland CHK 30,000 100,000
Sweden SEK 250,000 500,000
Denmark DKK 300,000 Unlimited

Source: People’s Bank of China. Data as of 10/31/2009.
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*Unlimited until September 2010.
Source: Bureau of Labor Statistics. Data as of 10/31/2009.
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China’s rapid GDP growth is a story of capital formation

China is quickly recovering from the worst global recession in 50 China’s GDP growth continues to rebound

years, courtesy of what might be the largest loan expansion in EESNCE Epm—
a modern economy on record 13% A
During Q3 Chinese GDP grew at an impressive 8.9%, however,
growth during the quarter was largely the result of capital S 9
investment which comprised over 95% of total GDP
9% -
With the money supply growing at more than 25% YoY, the
prospects for inflation are high and on the minds of Chinese 7% -
leaders and investors alike
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Source: J.P. Morgan Securities Inc. Data as of 9/30/2009.

China’s money supply has grown tremendously Capital investment: China’s primary driver of GDP growth
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Source: People’s Bank of China. Data as of 9/30/2009. Source: Gavekal Dragonomics.
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GDP component contributions (since 1954 ) during the first year of expansions

Actual component contributions Relative component contributions

Percent contribution to total Real GDP growth Relative weight of contribution to Real GDP growth
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3.1%
3.0% 90% - Government expenditures: +5.2%
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Source: Bureau of Economic Analysis. Data as of November 2009. Source: Bureau of Economic Analysis. Data as of November 2009.
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Chicago Fed National Activity Index

Chicago Fed National Activity index
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Source: Federal Reserve Bank of Chicago. Data as of September 2009.

Chicago Fed National Activity Index (CFNAI) is a monthly index designed to better gauge overall economic activity and inflationary pressure. The CFNAI is a weighted average of 85 existing monthly indicators of national
economic activity. It is constructed to have an average value of zero and a standard deviation of one. The 85 economic indicators underlying the CFNAI are drawn from five broad categories of data: output and income,
employment, unemployment and hours; personal consumption, housing starts and sales; manufacturing and trade sales; and inventories and orders.

Past performance is no guarantee of future results. You can not invest directly in an index.
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Core Capital Good Orders vs. Equipment & Software

Real Core Capital Good Orders vs. Real Equipment & Software
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Source: BEA, U.S. Census Bureau. Data as of 3Q09.
Note: Core Capital Goods New Orders and Shipments is deflated by the GDP deflator.
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Housing has showed some signs of stabilization

Mortgage applications & new housing starts Inventory of existing & new homes and vacant rental units
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Source: Mortgage Bankers Association, Department of Commerce.
Data as of 10/31/2009.
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Source: U.S. Census Bureau, National Association of Realtors.
Data as of 10/31/2009.




Initial jobless claims must decline further before a meaningful improvement in Payrolls can be seen

Initial jobless claims (during Payroll survey weeks)

Thousands, 4 week moving average
800 - Turn in Initial jobless
Nonfarm Initial jobless claims (4 wk

Recession period payroll claims mma)
Dec 1969 - Nov 1970 Dec 1970 289 310

700 1 Nov 1973 - Mar 1975 May 1975 514 510
Jan 1980 - Jul 1980 Aug 1980 525 546
Jul 1981 - Nov 1982 Jan 1983 479 503

600 A Jul 1990 - Mar 1991 Jun 1991 429 436
Mar 2001 - Nov 2001 Jun 2002 396 391
Historical average 439 449

500 - Current 505 514
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100 T T T T T T T T T T T T T T
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Source: Department of Labor. Data as of 11/20/2009.
Note: Initial jobless claims figures in the table represent the initial jobless claims (actual and 4 week moving average) during the week of the employment report when the Nonfarm payroll figure becomes positive after the end

of the recession period. Gray bars in the chart represent periods of recession.
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Decline in Initial Jobless Claims from the peak observed during
the Recession through the 5th month of the start of an expansion

Decline in Initial Jobless Claims

Thousands
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Source: Department of Labor Data as of November 2009.

Note: Dashed line represents the average decline over prior recessions (excluding most recent recession). Assumes that the recession ended in June 2009.
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There are signs that households have begun to de-lever

Historical savings rate

Percent, S.A.
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The savings rate has rebounded from its low of 0.8% in April 2008 to 3.3% in

September 2009, but is still low relative to its historical average of 7.0%
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Source: MacData. As of September 2009.

Annualized growth rate of Consumer Credit

Annualized Quarterly Changes
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Source: Flow of Funds. As of 2Q09.
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Bank lending has collapsed to a 50-year low

Bank lending (ex-securities)

3-month % change, annualized
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Source: Federal Reserve Board. Data as of 10/31/2009.
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Credit is becoming more restrictive

Number of Credit Cards outstanding

Millions
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Source: Equifax. Data as 2Q09.
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“New normal”

De-Globalization

Wealth Destruction

De-Leveraging Pressure

Increased Government Reg.

“Return to

Slower Global Economic Growth

Higher Savings Rates

Lower Consumer Spending

Negative Pressure on Financial intermediation

normal”

Lower Housing and Manufacturing Inventories

Rising Pent-Up Demand

Plunge in Employment Levels

Steep Yield Curve
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Lead to Increased Production and Faster Economic Growth

Reverse Weaker Consumer Spending

Likely Reverse Once Economic Growth Picks Up —- Putting

Upward Pressure on Household Income

Eventually Improve the Health of Banking Balance sheets and

Support a Resumption of Financial Intermediation



Important information

IRS Circular 230 Disclosure: JPMorgan Chase & Co. and its affiliates do not provide tax advice.

Accordingly, any discussion of U.S. tax matters contained herein (including any attachments) is not
intended or written to be used, and cannot be used, in connection with the promotion, marketing or
recommendation by anyone unaffiliated with JPMorgan Chase & Co. of any of the matters addressed

herein or for the purpose of avoiding U.S. tax-related penalties.

Each recipient of this presentation, and each agent thereof, may disclose to any person, without limitation, the U.S.

income and franchise tax treatment and tax structure of the transactions described herein and may disclose all
materials of any kind (including opinions or other tax analyses) provided to each recipient insofar as the materials
relate to a U.S. income or franchise tax strategy provided to such recipient by JPMorgan Chase & Co. and its

subsidiaries.

Bank products and services are offered by JPMorgan Chase Bank, N.A. and its affiliates. Securities products and

services are offered by J.P. Morgan Securities Inc., member NYSE, FINRA and SIPC.

This material is not intended as an offer or solicitation for the purchase or sale of any financial instrument. J.P.
Morgan Securities Inc. or its brokerage affiliates may hold a position or act as market maker in the financial
instruments of any issuer discussed herein or act as an underwriter, placement agent, advisor or lender to such
issuer. The views and strategies described herein may not be suitable for all investors. The discussion of loans or
other extensions of credit in this material is for illustrative purposes only. No commitment to lend by J.P. Morgan
should be construed or implied. This material is distributed with the understanding that we are not rendering
accounting, legal or tax advice. Estate planning requires legal assistance. You should consult with your independent

advisors concerning such matters.

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 material should not be
regarded as research or a J.P. Morgan research report. Opinions expressed herein may differ from the opinions
expressed by other areas of J.P. Morgan, including research. The investment strategies and views stated here may

differ from those expressed for other purposes or in other contexts by other J.P. Morgan market strategists.
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J.P. Morgan Securities Inc. may act as a market maker in markets relevant to structured products or option
products and may engage in hedging or other operations in such markets relevant to its structured products or
options exposures. Structured products and options are not insured by the Federal Deposit Insurance Corporation

(FDIC), the Federal Reserve Board, or any other governmental agency.

In discussion of options and other strategies, results and risks are based solely on hypothetical examples cited;
actual results and risks will vary depending on specific circumstances. Investors are urged to consider carefully
whether option or option-related products in general, as well as the products or strategies discussed herein are
suitable to their needs. In actual transactions, the client’s counterparty for OTC derivatives applications is JPMorgan
Chase Bank, N.A., London branch. For a copy of the “Characteristics and Risks of Standardized Options” booklet,

please contact your J.P. Morgan Advisor.

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.

JPMorgan Funds are distributed by JPMorgan Distribution Services, Inc., which is an affiliate of JPMorgan Chase &
Co. Affiliates of JPMorgan Chase & Co. receive fees for providing various services to the funds. Call JPMorgan
Distribution Services at 1-800-480-4111 or visit www.jpmorganfunds.com for the prospectus. Investors should
carefully consider the investment objectives, risks, charges and expenses of the mutual funds before investing. The

prospectus contains this and other information about the mutual fund and should be read carefully before investing.

As applicable, portions of mutual fund performance information may be provided by Lipper, a Reuters company,
subject to the following: © 2009 Reuters. All rights reserved. Any copying, republication or redistribution of Lipper
content, including by caching, framing or similar means, is expressly prohibited without the prior written consent of
Lipper. Lipper shall not be liable for any errors or delays in the content, or for any actions taken in reliance

thereon.
Past performance is no guarantee of future results.
Additional information is available upon request.

© 2009 JPMorgan Chase & Co.
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