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

The economy & markets

- The Bank of Japan (BOJ) revised down its estimates for Japan’s inflation-adjusted growth. This is
due both to higher inflation expectations and lower GDP expectations. Slowing real growth has
led the BOJ to say it will keep its interest rate policy accommodative. In other words, it is not
currently planning to raise interest rates after ending negative interest rate policy in March.

- By contrast, sticky inflation has led to “higher for longer” interest rate expectations in the U.S.
Investors still expect the Federal Reserve to cut interest rates this year, but by less, and later in
the year than before. As a result of the differences between U.S. and Japanese monetary policy,
the dollar has strengthened further, putting pressure on the yen.

- Tightening U.S. financial conditions have tended to slow economic activity, and so we believe
the near-term currency pressure could abate later this year. Until then, we expect the yen’s
weakening bias to continue. In response, BOJ may continue to intervene to smooth currency
impacts.

- Although the U.S. interest rate cutting cycle may be delayed, we still expect the U.S. and
European central banks’ next moves to be a cut. As a result, we believe now may be an
interesting time for investors to consider moving cash investments into higher yielding fixed
income securities. This approach may allow investors to lock in today’s higher interest rates.
Because some fixed income asset classes face “maturity walls” — the idea that bonds will come
due for repayment — on a two-to-three-year time horizon, we are investing in shorter duration
securities such as short duration credit for this allocation idea.

Asset allocation views: U.S. commercial real estate

- Inrecent months, investors in U.S. commercial real estate are gaining more clarity on property
values. However, uncertainty around interest rates means this process is not complete.
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- We believe the combination of higher interest rates and tightening bank lending standards is
likely to increase risk among office properties who have experienced value deterioration since
the pandemic.

- However it is important for investors to know that commercial real estate is a diverse asset class
which, in our view, provides extensive opportunity for generating return potential- including
income, which we believe is even more important for investors when inflation is high. Outside
of office space, multi-family housing, warehousing, self storage, and data center spaces are
experiencing increases in rents. Even within office space, high quality assets focused on energy
efficiency and amenities are seeing increasing rents.

- We believe that clarity around interest rates and around commercial property values will create
generational investment opportunities, and that the number of prospects may accelerate in
2024. Historically, investment capital has moved very quickly once clarity on capital markets
improves. For these reasons, we believe that beginning to deploy capital now, working with
managers focused on quality, may create opportunities for return potential later this year.

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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