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The economy & markets

- Atthe end of 2023, the United States Federal Reserve (Fed) changed its rhetoric around
inflation, and has generated a showstopping loosening in financial conditions. Risk assets across
bonds, equities, and alternative asset classes have benefited, and investor narratives have
shifted towards a soft landing. We are concerned that this rally in risk assets is akin to “Fed
relief rallies” of the past, which have historically been moments of relief before the reason the
Fed is ending its hiking cycle — slowing growth — become clearer in the data.

- The euro showed resilience in the face of last winter’s gas shock—the economy stagnated but
avoided a sharp downturn. However, growth has subsequently disappointed. With the
economy’s weak growth performance, we expect that inflation will continue to retreat during
the first half of 2024, which could mean the European Central Bank (ECB) could ease policy
around the middle of this year. If policy easing were to arrive, it may be accompanied by
improvement in risk asset performance.

- Globally, inflation remains, in our view, the single most important determinant of financial
conditions and therefore market behavior ahead. This is true for the United States, Europe, and
increasingly Japan as well. With this background, slowing economic growth would likely slow
inflation, too, making it a more optimistic scenario than some investors may appreciate.

Asset allocation

- 2023 proved to investors that sitting it out is not the answer, even when experts are calling for a
recession. Still, capital preservation can feel challenging amid rising risks. We encourage a
holistic approach: focus on real returns, and consider how the recent runup in valuations can be
used to rebalance towards longer-term goals. We have particularly high conviction in U.S. credit
and U.S. and European private credit, where we perceive higher credit quality and flexibility of
borrowers, particularly among the middle market. We also believe we may be experiencing a
generational opportunity in U.S. and European real estate.

- Global equity valuations have moved higher in recent months, making their risk-reward
relatively less attractive in our view. Regionally, we are underweight European equities, neutral
U.S. equities, and overweight Japan. We maintain our high conviction in our Japanese equity
overweight, despite improvements in valuations, thanks to the sustained government support
of competitiveness programs. The recent increase in equity valuations may provide an
opportunity for investors to rebalance towards themes, such as infrastructure, or portfolio
construction approaches, such as credit an income, that we believe may provide portfolio
resilience as the economic cycle changes this year.

- Asfor bonds, last year we had a strong focus on credit, with the view that credit spreads would
likely stay narrow. In the second half of 2023, this turned out to be the case, with even high
yield corporate credit providing strong credit quality and income for investors. This year, we are
equally focused on credit risk and duration, under the assumption that central banks will cut
rates as the economy slows. The U.S. Treasury curve is still inverted, and so we have been using
municipal bonds as an opportunity to add duration where we perceive it to be better rewarded.

- The Bank of Japan stands out in this context, because it is only beginning to tighten policy,
whereas other central banks are beginning to loosen policy. We expect that the Bank of Japan is
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unlikely to change its negative interest rate policy until wages are declared at the end of the
fiscal year. This would likely cause bond yields to drift higher, and then yen to strengthen. We
believe the yen could strengthen to the 120-140 level at some time in 2024.

PAF (&, SREEIRXOEATEFERTY . BIER(CHIHOTFERDOBVISREZRLTEDFIN, HH—
REEREAB I CHREEN S0l iZ A (LI REEIRSOMBSELF I T2 T ALLE W,

FEyhrOs-23>niR:2024 ¥ 11
Z1-3-I51TAIRAIAT - RZTAVR (NYLIM)

2 hin

2023 R, K FRB (EFHERBIZIESER) 12IL2DCEIEEDOM-2Z2ZLSE. BF
I5REDODEFIRIBOEAZTIBCEIBUI, 55 %R ANIFTTATEEISAREDIAIE
EFZORBEZITED. IWEBROIFYARYINTS T INEZAL U, HitE COURTE
FEDI)—(E BEDIFRB OYU—-T-35U— (relief rally = ZIERZNSOESE LR) 1([SAVLDT
(FEREZL TWVDo IOVOTARRIGBECEEERIC FRB OF_EIFBA N5 TISADIWTWBR
&, IROEEENT —5EL TIRHECH T<BRINZIBRRORFHACH oIz,

-0 FFEZOIHR 23w [([CEMPDET LIUIVRA (88E) ZRUic, BRRMEHL
D0, REBBRILEFIENTNSTHD. UM BERIEFZDE., BIFFHNOHERELOTVS,
RO REENIE VD, BT, 2024 FRTFFA D IVNEIEHEREIZETFRLTH
D, 25N BNFPHRIRIT (ECB) MSHEFETACHERZEI DRIEEIEN S L, IRICIY
REFINEMENIH S BN TIRIEED) TA—I DA FEELL,

JO0-)ULEE 12V EEIEHEEMIRIBED. ULIthHTIOXROTIHITEIOE—RADREE
K THHESHFEZI TN, COTELKE. BINCHTEFZEN BRICOVNTESSICEZEHTD
FACBITVS, IOUARTINS. BB EMEEINEA S ILHETU. —BOIRERNERE
UTOWBLL EICEERIR S FUANEIRLLS,

Ty h7AS5—3 Y

2023 F(HKERICEOT, BRIRMY 3> (R5EBR) FERZERLTOTE. mBICSH
URBWENERETRVCEZRRRSEDIE O, LIEVZ URINEEDIBN TEARZRET DL
FRLVERUAN LS B ERAEEIEEUL Y TO—-F 28R TLS, N EERIS—
JRERL RAON\U1I-232 02 EH%, REARNBBEIZRCEITUNS D ADDICEDLSIC
SEATENEZERDFETHD. Bt KEDIL Sy S IEREERMDTFIR—K-IL Sy
MIAFCEVEIFRZIZVTED, CONTFOEDF. ATEIRN -7y OEDFOERAEEE



INVESTMENTS

BMEEEDBVERIFIEHTVD, Foo RKEBLUBINOARENE (IR EZBI RN EFND
DHZNTIFEH TS,

- H0-)0URRON1TI -2 3UFCEHBIC ERUTVWSTzs. ZOURING— AFIE(SAEFRTEIIC
SRRV DDHDE L EH TS, HUHB T, BRINKET>F—DI4 b KEREZ1— NS
V. BAKEZEA—/—=DIA MU TV, BAKCOWTIE, BUFORRSEI58{CICEF ikt
IBROBMNT T/ -3 N HEL TOVBICENMNS T HHEOA—/—-DI1 MDEVE
EIFHEVTVS. COECROKERTRD/N\)1T 230 ERFIHERICEST, 1>ITFREDT—X. HD
WL 2w MBS KU A LREDR— NIA)ARBER 7 TO—FICEIFTUNT D RZATIMRITIRDH
BUNBW, TNIEED, BBETAIIWNSEZLT DN IR—RIAVADLSUI> 2% =E8DIEN
TEDEHIEIH TS,

- BEFHOVTE. HHEFEE. ILDyh- Ty RESA NCHERFENZ RTINS LED RN,
JUSYNCKRECERZE T, 2023 F&¥. ZORAMREDEDERD, )\ A1 =)L RILEDY
Loy hTERIGERICRVMERELA > LZIRMUR S, HitE, BBENRRT 20N TE
EFRIRITHEFZSIE T IBEIEEL. ERVAVET 1L -2 ZEREECEELTVS. KE
BEOFEIDBRARIEMRA . ERIRREICH DI, Httid, LBV 2RiIADZTIL—33E8
oL TS EZERL TS,

- BAREBITE. COESEORTEIEM DFETHD. :EIMNE 0P IERI THIBEREEFILIAH TS
DXL ME— | EHHEDZIBDIZENDIINS TH D Ztt(d. HIRFFERDE LTSN HETE
FRE T N1 FAEFIBERZZEE I 20 gEMHFEVEFEL TS ZOFER. EZ5FIED(EKD
AKDELERU. BB ERULLS, BT, FH(E 2024 FEOECHDIFRT 120~140 HDKEEF
T LR IZIREMENDDEH TS,

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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“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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