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Asset Allocation Perspective: June 2024
New York Life Investment Management (NYLIM)

The economy & markets

Global markets continue to be shaped by central banks’ interest rate policy. In most developed
markets, we believe slowing economic growth and more reasonable inflation make it likely that
interest rate cuts are coming. We view this as positive for risk assets in the near term. Slowing,
but still reasonable, economic data mean that investors can potentially benefit in the near term
from falling interest rates without too much concern about recession. In private markets,
fundraising and deal exits have been slow as a result of higher rates, but we believe they are
likely to begin again as the interest rate cycle shifts.

Japan is one major exception, because goods and wage inflation continue to move higher. And,
though the Bank of Japan has ended negative interest rate policy, the differences between
Japan and other central banks have led to pressure on the yen. We see recent yen depreciation
as market pressure and therefore a potential leading indicator of the BOJ’'s next moves. In our
view, it is likely that Ueda-san will continue increasing interest rates from here.

If the 10-year Japanese government bond yield moves closer to 2%, which we believe may be
likely over time, then we believe we could see institutional investors resuming large purchases
of Japanese government bonds, keeping yields from moving too high.

Asset allocation views: investable opportunities in artificial intelligence

We can easily imagine a future state full of possibility thanks to artificial intelligence (Al). And
many investors have written about the potential future states. In our recent megatrends
research, we approached the investable opportunity of Al differently. We asked: what will it
take to achieve the scale required for Al to be a driver of all the transformation investors are
expecting? We find the most compelling and concrete opportunities to be in the run-up to Al
reaching these new frontiers.
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- Artificial intelligence is made up three layers: the foundational layer, infrastructure layer, and
corporate application layer.

- The foundational layer are the data structures, algorithms, and models providers that have
benefited from the Al trend so far. However these companies require extensive power and
infrastructure to survive. The International Energy Agency estimates global electricity
consumption of data centers could roughly double to 1000TWh by 2026, roughly equal to
adding the electricity consumption of Germany or Japan in just a few years.

- As aresult, we believe there are powerful investment opportunities in the infrastructure layer
of Al, including data center builders and operators, the power supply chain (traditional energy,
renewable energy, nuclear energy), and cloud service providers. We see such a strong
investment opportunity in the infrastructure layer of Al, that even investment teams related to
private equity and taxable municipal bonds have found high value-add investment options in
their view.

- Finally, there is the corporate application layer of Al, which leverages the physical infrastructure
and foundational models to perform specific functions for end users, such as governments,
businesses, or individuals. We believe that predicting winners and losers in this space is
guesswork for now, and will depend on responsible use of Al, regulation, competition, and labor
market policies.

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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