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New York Life Investment Management (NYLIM)

The economy & markets

In February, many countries experienced a negative inflation surprise. Particularly in the U.S.,
the market now expects rate cuts to come later in the year. It is our view that, though the
timing of rate cuts is unclear, the next move for most global central banks, outside of Japan, is
likely to be a cut. We believe this means that investors may see meaningful opportunity for
allocation change, as well as potential reinvestment risk for those who wait too long to capture
today’s higher ex-Japan rates.

Across geographies, we are seeing a similar mix of economic data: slowing growth but still-high
inflation. In our view, inflation remains the biggest risk for the economy, even as growth slows.
The longer that prices remain high, the more likely a recession will be accompanied by higher
consumer and business default rates. We are staying fully invested in equity and credit, but
focusing on quality to avoid potential default.

Asset allocation views: yield potential and ‘next level’ opportunities in artificial intelligence

Slowing economic growth does not necessarily mean investors should stay on the sidelines.
Japan presents a good example of this dynamic. Though the Japanese economy has moved into
recession, the Nikkei 225 set an all time high in February.

We maintain high conviction in short-duration securities, private direct loans, and real estate
rescue capital, discussed in the February newsletter, as ways to capture both higher yield
potential and, in our view, higher credit quality supported by structural themes.

Economic uncertainty and the gradual impact of higher interest rates in regions like the U.S. and
Europe, resulted in narrower equity market performance in February. A few U.S. technology
stocks continue to outperform. Can it continue? Though we believe valuations in these equities
are high, we do not think valuation is a good market timing indicator — especially since these
technology companies have strong, high quality earnings. In addition, we believe that the
structural trends supporting investment in artificial intelligence (Al) are likely to continue. Given
the concentration risk of U.S. large cap tech companies, we are maintaining a U.S. equity
investment, but taking a broader approach to the Al theme. For example, we believe that the
energy, cyber security, and digital infrastructures supporting these companies — including recent
supply chain investments in Japan — are an important component of Al’s success. In addition, we
are investing in profitable small and mid-cap growth companies, as well as innovation-focused
companies, that we believe may be the next beneficiary — the application layer — of the Al
investment trend.
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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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