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The economy & markets

- Global investors are increasingly focused on risks. Inflation in the U.S. appears to be
firming, at least temporarily, which results in concern that the Federal Reserve will keep
interest rates “higher for longer.” Investors are also worried about rising U.S. yields, as
the country grapples with political risk and a large fiscal deficit. We expect yields to
continue to be volatile.

- We are deeply saddened by events unfolding in Israel. From an investor perspective,
we think the main risk is that the conflict broadens to include oil producing states,
impacting supply. Currently, the global economy isn’t facing an oil shock. But if it did, the
experiences of 1973 and 1990 suggest that an economy already slowing due to
tightening financial conditions — such as the United States and Europe — may be
weakened further by an oil price shock, via the consumer stress and tightening financial
conditions it brings. For investors concerned about an energy price shock, we see that
the energy sector, including renewable energy, have tended to benefit from higher
energy prices in the past. We think adding exposure to commodities can also help to
hedge a portfolio against inflation and event risk.

Japan focus

- | recently participated in Nikkei’'s conference, “The International Financial Frontier:
Scenarios for Japanese Prosperity.” It was an important and valuable experience to hear
global investors’ candid views on Japan. We see green shoots of progress suggesting
that Japan is becoming nimbler to our changing world. In the public sector, we think
Prime Minister Kishida san’s reforms are encouraging, including the effort to spur
international participation in the Japanese market. In the private sector, Tokyo Stock
Exchange has encouraged listed companies whose stocks are trading below their book
value to announce measures to improve. These actions are promising, but alone they
are not enough. We are looking for two things to determine that this is a fresh start and
not a false dawn: the consistency of government programs in this supportive direction,
and whether the Japanese government can convince the private sector to make more
changes as well.

- Because of the potential for structural change in Japan, because of an attractively
priced yen, and because the economy is earlier in its economic cycle in our view, we
have maintained our overweight position in Japanese equity in our global portfolios.



- We expected the Bank of Japan to abandon yield curve control (YCC), but even this
expected development is very important for global asset allocation. In the near term, we
believe there is likely to be some volatility in especially 10-year Japanese government
bonds (JGB). We would not be surprised to see the 10-year JGB yield test 1.0% in the
coming weeks. Looking forward to the next few months, we believe that the level of 10-
year JGB will be influenced by developments in U.S. and other global yields. Lately,
concerns about the path of the U.S. economy and government deficit have prompted
yields to move higher. Higher yields from other global securities create competition for
investors’ allocation, and a higher U.S. yield may mean less demand on the margin for
JGBs.

High conviction investment idea: U.S. and European private credit

- Recently, | have written about our strong conviction in allocating to senior real estate
debt, given the generational opportunity we see opening there after the pandemic. In our
view, another generational opportunity is unfolding in private credit. From a global asset
allocation perspective, we see U.S. and European private credit as particularly
interesting due to their strong potential to add investor yield.

- In addition, we believe that including both U.S. and European private credit exposure
in a global portfolio may allow investors to leverage the regions differing historical
backdrops and funding environments. The U.S. is a large, mature, and fairly
homogeneous structure, while the European market is more fragmented, with
documentation, origination strategy, and banking structure varying by country. Together,
we believe these markets may offer opportunities for private credit partners who can
navigate the respective challenges and opportunities of their regions.
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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
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
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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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