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The economy & markets

- In February, global investors’ narrative of optimism began to reverse as we had
expected. The main driver was that U.S. inflation and jobs data was stronger than
expected. As a result, the previous hopes that the U.S. Federal Reserve would pause its
interest rate hiking cycle early have been dismissed. Asset classes that benefited from
the narrative of a “Fed pause”, such as growth equities, have seen a reversal in fortune.

- We believe that the rapid change between narratives of a U.S. “soft landing” versus
“hard landing” will continue this year. For this reason, and because the hurdle rate for
keeping up with inflation is so high, we believe it is important for investors to stay invested,
leveraging resilient themes.

- The U.S. dollar, driven by global growth and liquidity dynamics, also strengthened some
as expectations for Fed activity changed. We do not expect the U.S dollar to reach its
peaks from 2022, but we do expect some modest strengthening when, as now, the
market sees more potential for Fed hikes. If incoming Bank of Japan governor (BOJ)
Ueda maintains supportive monetary policy, which we expect for at least several months,
then we would not expect the yen to strengthen meaningfully.

Japan focus

- The announcement of the Bank of Japan’s new governor, Kazuo Ueda, is very
important for global investors. Market pricing suggests investors do not expect an urgent
change to BOJ policy, and we agree with this interpretation. We believe it is most likely
that Ueda, as an outsider, may first undertake a thorough review of the policy framework
before making any meaningful changes. Such a review would take time, likely into the
summer.

- In the medium term, choosing Ueda may signal a new phase of monetary policy that
need not be tied to the polices of Kuroda. Whether this leads to tighter policy is not clear,
and importantly this means investors will continue to have uncertainty. At this time, we
do not expect meaningful change, but Ueda has praised the impacts of looser monetary
policy, saying that deflation has become less of a concern. This leaves all options open.



High conviction investment idea: infrastructure equities

- Changes in geopolitics such as the global pandemic, Russia’s invasion of Ukraine, and
U.S. and China competition, are driving a renewed global focus on self-reliance.
Governments and companies are funding new activities that will likely make global
supply chains more resilient to shocks. This includes building resilience in energy supply
chains, which are vulnerable to supply shocks as countries navigate the green transition.

- In our view, this focus on self-reliance will have two clear impacts. The first is to costs.
Decades of globalization have been focused on cost and process efficiency. We believe
supply chains will remain very global, but building resilience may contribute to higher
costs over time.

- The second impact is to infrastructure. In our view, global efforts towards self-reliance
will require more materials, innovation, and process improvements. We believe that
infrastructure — not only climate-resilient and low-emissions roads and buildings but also
digital infrastructure — may be an important beneficiary of this global trend.
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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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