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The economy & markets

- In our view, tight monetary and credit conditions mean that the U.S. and European
economy will continue to weaken. We see a recession as inevitable in many countries.
That’s not all bad news, especially for investors. The economic cycle has been moving
slowly. And, as we know from experience, Fed pause windows can create market upside
even alongside concerns for the broader environment. For many investors, the most
prudent approach is not to try and time the market amid so many powerful crosscurrents.

Japan focus

- We continue to have a constructive viewpoint on Japanese equity for both tactical,
structural, and portfolio construction reasons. Tactically, the Japanese economy is
mirroring developments felt earlier in the U.S. and European economies. Stronger
inflation and wages suggest that value equities may outperform in this environment, even
if the Bank of Japan changes policy. On a structural level, changes in corporate behavior
driven by Tokyo Stock Exchange requirements, including changes to capital structure
and business portfolio reconfiguration, may be positive for equity returns. Continued
tensions between the U.S. and China over technology supply chains are also playing a
potentially structural role. Unless the global narrative around competition shifts,
Japanese equities may continue to provide relative value as a haven of stability and
predictability. Finally, we are constructive on Japanese equities for reasons of global
portfolio construction. It may be true that a global economic slowdown would weigh on
Japanese equities. However, after three years of highly synchronized economic cycles,
countries are entering different stages in their economic cycles. Japan is earlier in its
economic cycle and therefore may provide some benefit to a global portfolio.

High conviction investment idea: innovation and generative artificial intelligence

- We see generative artificial intelligence (Al) as a game changer in the global economic
landscape. We consider this new technology as a “level up” in existing technological
capabilities, meaning that a whole new ecosystem of processes are likely to evolve as a
result. Worker productivity may increase, but historically this is not the source of market



returns for investors. At the same time, uncertainty about what types of innovation will
arise makes the path for leveraging Al technology unclear.

- To capture the potential benefits of artificial intelligence, we are taking a three-pronged
approach. First, we are concerned about how higher global interest rates and slowing
growth may impact technology stocks in the near term. We therefore take a value equity
bias, including Japanese equities, but with an overlay of quality, profitable technology
companies. Second, for early stage technologies, we take a diversified, thematic
approach. For this, we are working with investors who are regularly scanning the
landscape for companies that can leverage artificial intelligence, disrupted processes,
and other related trends as they change in real time. And finally, no matter what new
technologies emerge, investors may have confidence that infrastructure, including digital
infrastructure and cyber security, will be required to support this trend. Global listed
infrastructure may be an interesting opportunity for harnessing this global development.
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About New York Life Investments

With $674 billion assets under managements® as of March 31, 2023, 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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1Assets under management (AUM) includes assets of the investment advisers affiliated with New York Life
Insurance Company, other than Kartesia Management, and Tristan Capital Partners, as of 3/31/2023. As of
12/31/2022 New York Life Investments changed its AUM calculation methodology, and AUM now includes
certain assets, such as non-discretionary AUM, external fund selection, and overlay services, including ESG
screening services, advisory consulting services, white labeling investment management services, and
model portfolio delivery services, that do not qualify as Regulatory Assets Under Management, as defined in
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the SEC’s Form ADV. AUM is reported in USD. AUM not denominated in USD was converted at the spot
rate as of 12/31/2022. This total AUM figure is less than the sum of the AUM of each affiliated investment
adviser in the group because it does not count AUM where the same assets can be counted by more than
one affiliated investment adviser.
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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.

“New York Life Investments” is both a service mark, and the common trade name, of certain investment advisors

affiliated with New York Life Insurance Company. The products and services of New York Life Investments’ boutiques
are not available to all clients and in all jurisdictions or regions.
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https://www.linkedin.com/company/nylinvestments
https://twitter.com/NYLInvestments
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