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The economy & markets

Inflation is still a key factor driving global market volatility. Last month in a speech
at the Jackson Hole conference, U.S. Fed Chair Jay Powell insisted that inflation
risks were more urgent than recession risks, and that the Fed will maintain a tight
monetary stance until inflation moves closer to 2.0%, even as the U.S. economy
weakens.

In the U.S. and eurozone, businesses and consumers have been resilient to rising
costs so far, but as those costs mount, we expect growth to slow and recession to
become increasingly likely in 2023. We have taken a neutral stance in U.S. equities
and an underweight position in eurozone equities, reflecting our concerns about
accumulating growth pressures.

Despite economic and market risks ahead, high inflation means that traditional
“risk-off” strategies such as cash and government bonds can become a drag on
savings — their holders may lose purchasing power when taking inflation into
account. While we are moving more defensive in our global multi-asset portfolios,

we are staying invested.

Japan focus

Global central banks appear increasingly focused on fighting inflation, even as

recession risks rise. The Bank of Japan, by contrast, is maintaining its easy



monetary policy for now. The widening gap between the Bank of Japan and other
central banks could contribute to further currency depreciation.

- In many countries, higher inflation is exacerbated by stronger wage growth. By
contrast, Japanese workers have not experienced as much wage growth. This
makes runaway inflation less likely, but it also makes inflation more painful for
households in the near-term.

- Whether or when the Bank of Japan will change its monetary policy stance is a
point of much debate. In our view, slowing economic growth raises the bar for the
Bank of Japan to change its ultra-accommodative monetary policy, and make it
more likely that Governor Kuroda and even the next governor could maintain the
status quo in 2023. That said, if government bond yields spike and the Yen
depreciates further, pressure on the Bank to adjust its current yield curve control
policy may increase.

- ltis still uncertain what will be announced about “New Capitalism” this fall. As
inflation continues to impact households, price countermeasures, such as relief

from higher energy costs, may become more likely.

High conviction investment idea: global infrastructure

- In our view, infrastructure investment is an attractive structural opportunity because
of strong global need, especially for alternative energy infrastructure, and because
many infrastructure investments have cash flows linked to inflation, potentially
providing some resiliency against macroeconomic and market risks such as
inflation. The passage of the Inflation Reduction Act in the United States is likely
to boost investment in alternative energy and infrastructure further, increasing our

conviction in this investment idea.
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About New York Life Investments
With over $700 billion in assets under management as of December 31, 2021, New
York Life Investments (www.newyorklifeinvestments.com) is comprised of the affiliated

global asset management businesses of its parent company, New York Life Insurance
Company (New York Life), and offers clients access to specialized, independent
investment teams through its family of affiliated boutiques. New York Life Investment
Management Asia Limited is based in Tokyo (www.newyorklifeinvestments.jp) and

serves as a contact point for Japanese institutional investors in Japan.
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Connect with Us


http://www.newyorklifeinvestments.com/
www.newyorklifeinvestments.jp
http://www.newyorklifeinvestments.com/
www.newyorklifeinvestments.jp
https://www.linkedin.com/company/nylinvestments
https://twitter.com/NYLInvestments

Disclosures:

This material is for general information purposes only. This material is not intended to provide investment advice, solicit
the purchase or sale of securities or other financial instruments, or offer to participate in trading strategies. In addition,
this material is not a disclosure document or investment report based on the Financial Instruments and Exchange Act,
the Act on Investment Trusts and Investment Corporations, or the listing rules stipulated by the Tokyo Stock Exchange.
New York Life Investment Management Asia Limited and its affiliates make no representations or warranties that the
information contained in this material is accurate.

This material contains confidential information and is created for the purpose of providing it only to you. This material
may not be distributed, reproduced or diverted without the prior permission of New York Life Investment Management

Asia Limited.

New York Life Investment Management Asia Limited
Financial Instruments Business Operator Registration Number Kanto Finance Bureau Director (Kinsho) No. 2964. A

Member of Japan Investment Advisers Association. A Member of Type Il Financial Instruments Firms Association

AZ1—-AF—-EOWNT

HEN(E, —MIRERIEHROAZENELTVEY. HERHSL REMSORM. BMEIzsTOMOEREmDE
BHOENER. FIZFEEIEEADSIOREZENT 3EDT([EFHDERA.

Flo. HER(E. EREEREBLE. IKEEARWMSEEAN(CET DERH(FRRSEEIFMMRE S D LBICRETSD
MAECEDHRBHRFC(LERBREETEHDFHA. New York Life Investment Management Asia Limited
BROZDOREGEEME. HERCEHSNIZIERICDOVWTEER TH D EZRAFL(HMRAITDEDT[FHDEE A,
HEN(E, ZOBEMEEMEANRD SN TUVRNE - #R(C TR I D EZ2BRLZEDTEHDEFEA. HE
B WRERZEH. BEHROHCIRMTDIENTIER =N TLIEI . New York Life Investment Management
Asia Limited(C K 2FEFIOFAIARVRD, HERZEM, B8R, GAIITLEFTEEHEA.

New York Life Investment Management Asia Limited
ERIEmES|IRE ERES HRMBRER (&) 562964 5
—ARAEEIEA BRIRERBEG =S8
—AREEIE AR EERMEREE IER eS8



