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The economy & markets

- In January, market activity reflected a new narrative of optimism. In the U.S., investors
expect the Federal Reserve to pause its interest rate hiking cycle soon. In other countries,
economic growth expectations have improved due to Europe’s warmer winter, avoiding
an energy crisis, and China’s economic reopening. These narratives have contributed to
strong results for cyclical asset classes — those asset classes that have tended to see
stronger performance when the economic cycle is strengthening — including growth
equities in the U.S., credit spreads globally, and non-U.S. equities.

- Investment strategy should consider not only what markets are pricing, but also the
uncertainty around those outcomes. Because the confidence interval around economic
outcomes this year remains so wide, we believe market narratives will likely continue to
shift between ‘soft landing’ and ‘hard landing’ scenarios over the next few months. In our
view, this puts even more impetus on investors to focus on durable investment themes,
such as generating income and building resilience against inflation.

Japan focus

- Recently, traders have acknowledged that the Japanese Government Bond (JGB)
market has experienced distortions. These distortions are fueled in part by the Bank of
Japan'’s yield curve control policy, which has become increasingly challenging as other
global central banks raise interest rates. In this context, Japan’s relatively loose monetary
policy has contributed to the weaker yen, more expensive imports, and—for the first time
in three decades—a rise in consumer inflation, which stood at 4% in December 2022, a
41-year high.

- However, without homegrown wage pressures, the Bank of Japan is not convinced that
a major change in policy is essential on a short timeline. For this Governor and the next,
it is important to balance short-term pressures with the longer-term goal of price stability,
which has been elusive in recent years.

- We believe that some further adjustment to the Bank of Japan’s policy could come after
a new Governor begins their term in April. However, even if yield curve control were
relaxed or abolished, we expect it would likely be some time before negative interest rate
policy is reversed.

High conviction investment idea: balance defensiveness and yield



- While economic growth has been resilient so far, we believe global activity will likely
slow over the course of this year. To us, this means that equity markets are likely to be
volatile in both directions. If investors expect price volatility across asset classes, then
focusing on yield can help to build value in a portfolio.

- We like asset classes that may provide inflation resilience via higher yield, but that have
also leveraged the post-pandemic environment to build higher quality and therefore
potentially lower risk of default as economic risk rises. We are focused on strategies such
as value equity, infrastructure, commaodities, high yield bonds and municipal bonds that
may deliver these factors.

- Some investors with a more tactical allocation may even consider rebalancing as
equities move higher, moving some gains into income-focused strategies.
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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

Disclosures:

This material represents an assessment of the market environment as of a specific date; is subject to change; and is not
intended to be a forecast of future events or a guarantee of future results. This information should not be relied upon by
the reader as research or investment advice regarding the funds or any particular issuer/security. The strategies discussed
are strictly for illustrative and educational purposes and are not a recommendation, offer or solicitation to buy or sell any
securities or to adopt any investment strategy. There is no guarantee that any strategies discussed will be effective.

This material contains general information only and does not take into account an individual’s financial circumstances.
This information should not be relied upon as a primary basis for an investment decision. Rather, an assessment should
be made as to whether the information is appropriate in individual circumstances and consideration should be given to
talking to a financial professional before making an investment decision.
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