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The economy & markets

- The U.S. and European central banks continue to hike interest rates. Given the pace
and extent of interest rate hikes in the U.S., we expect recession to begin in the coming
months. However, investors should be cautious in expecting that rate cuts will come soon
thereafter. High inflation makes it difficult for central banks to reverse policy unless a
serious crisis occurs. Our base case expectation is that central banks will keep interest
rates at restrictive levels for many months to come, in order to contain inflation.

Japan focus

- We see a significant risk that the Bank of Japan will adjust yield curve control again in
the second half of this year. Inflationary pressures have been largely import-price driven,
meaning the weaker yen has played a meaningful role. Adjusting yield curve control
could drive yen appreciation and help to contain inflationary pressures. Even if the Bank
of Japan were to remove yield curve control policies completely, we expect that the 10-
year Japanese government bond yield would stabilize likely around 0.7 — 0.8 %, allowing
the yen to potentially appreciate to somewhere near 120-130 yen per USD.

- We are closely watching any Japanese government investment in semiconductor
manufacturing. We see the global megatrend towards fortifying important supply chains
including technology, energy, and finance, as an important source of investment
opportunity. We encourage investors to think beyond “de-globalization” and towards the
innovation it will bring, including in Japanese industry. These opportunities can be
leveraged by global thematic exposure to themes like innovation and healthcare, and by
the digital and energy infrastructure that will be required to make them possible.

High conviction investment idea: income generation opportunity is back

- Rising economic and market risks have generated reasonable investor concern about
the path of risk assets. However a key driver of volatility in global markets — higher
interest rates — can also be a source of investor opportunity.



- After years of relying mostly on price appreciation to add portfolio value, we believe the
income generation aspect of portfolio construction is back. We therefore think investor
portfolios are ripe for rebalancing.

- Investors can consider yield-focused strategies in both equity and fixed income,
including private credit allocations. This may include some international diversification,
as countries are in different phases of their business cycle.

- With inflation still a top concern for global investors, taking diversified, modest risk may
help investors preserve purchasing power. When exploring strategies such as high yield
bonds, municipal government bonds, or growth equities, considering quality and
profitability may help preserve potential resilience against both inflation and slowing
economic growth.
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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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IAssets 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
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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