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Asset Allocation Perspective: January 2025
New York Life Investment Management (NYLIM)

The economy & markets

- The continuation of the U.S. Federal Reserve’s easing cycle, paired with strong economic data
seen in above-trend GDP, strong payrolls, and moderate inflation figures, supports our
constructive outlook for the U.S. economy as we look to the new year.

- We believe the dominant market narrative of U.S. exceptionalism and outperformance is likely
to persist as the policies of the incoming Trump administration form in its first 100 days. The
aftermath of the Fed’s hawkish December meeting, however, showed that U.S. equities are not
immune to continually rising yields.

- With U.S. Treasury yields continuing to push higher even amid Fed cuts, the interest rate
differential between the U.S. and Japan remains elevated, contributing to the ongoing weakening
trend in the Yen. The Bank of Japan (BOJ)’s choice to remain on hold in its December meeting
reinforced this trend. In the face of slowing inflation, Governor Ueda has made clear his desire
to wait for greater clarity on the spring wage negotiations and new Trump administration policies
before deciding the BOJ policy path. However, Yen weakness looks increasingly likely to push the
BOJ toward an interest rate hike in January or March 2025. We believe the BOJ is targeting a
stronger yen level in the medium term, likely around 140-145 yen per USD.

Asset allocation views: turn-of-year calls to action

- Amid a backdrop of economic resilience, policy uncertainty, and yield curve volatility, we see four
key calls to action for investors.

- First, the decline of policy rates globally — with Japan remaining a critical exception — calls for a
re-examination of fixed income diversification. Our preferred asset classes for new allocations
include private credit, as well as high yield U.S. and global corporate credit, which offer some of
the highest yield relative to duration among global fixed income.

- Second, the normalization of many global yield curves has created a cyclical turning point for
deployment into private markets. While rate cuts are likely to support private credit creation and
extend economic cycles in the U.S. and Europe, yields remain sufficiently compelling for investor
demand.
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- Third, policy uncertainty stemming from a new U.S. administration, paired with lofty U.S. equity
valuations, calls for utmost attention to global equity quality, even amid periods of risk-on market
sentiment. Perhaps surprisingly, we have found that large cap companies benefitting from the
artificial intelligence (Al) boom have been a pillar of earnings quality among U.S. equities, with
incredible earnings growth outstripping even their strong valuation appreciation. Japan’s focus
on long-term economic and financial market competitiveness presents another facet of equity
market quality, which we continue to monitor closely.

- Finally, persistent capital markets themes continue to create a-cyclical allocation anchors. The
U.S. now comprises 67% of global equity market capitalization, but major long-term investment
themes, including the digital infrastructure boom, the energy independence trend, the re-
globalization of supply chains, and the expansion of private markets are global in scope and
present an asset class-agnostic call to diversification.

TEERER:

LEHML. HOFRTONBIIRRIZOVTOER - HIMZRLE-LDOTHY . SREESNLHATEE
HLRHY . F-  FEXODFEREFEFLIFROBRERILET I LOTEHYEE A, BHIFR
[SOVWT.HEDI7URFEIIFHEDREITR., SEF ST HRELREMS LL T, St HKRL
LAWESITBECZEN  AXATERL-BEE . H<ETLERAFEFIHEEZEMELTEY.
REAFOTEFIREREEBORAZHE. RE. HFIHLOTREHYFELEA AXA
TE R LI-EEEAY ﬂ%ﬂﬁf%é?ﬁ"éﬁiﬁ'é%@fli%Ui’d/uo

LERE. —BRHOGTEBROAZEATHEY . BRORBFRREEZRLTOERE A, BEXIFWICD
WT, REHIEOEZRMWEL TRMLE VRS TBEZEN, £L T, AL OKRIZISC TIHR
AEUTHAINZFEL . IREREZITOANEMDEMREMBH T DIETRETL TS,

[Za—T—954 T ARA AN EZa2—T—954T A AFV R AVINZ—RTDIRE
BRFEHOHY—ERT—ITHY . HBEBHETT, —a—T—I534 T AU RRMAVYRADT T
YOO TOF IO —ER T, ZORENEHOSNTUOEWE - g TIXIRBShFEE A,

HEME, —ROTERREHOAZBHELTVET,

LEHI. REWEORE. AMAEFZEOMOERMBEMDTEDEF. FLETERBRB~ADS
MOREZERTDHLDTEBHYFEA,

Fr-. BEHE. ERERIELE. FEERARUVREENICET HEEE IR RIZFIGIFT
NHRETEHLBICEATIHRUNFICEIEHATERFILERBREETIEHYFEE A, New York
Life Investment Management Asia Limited (A R ##t 1 EVVWET ) B LU T DOBEFBRESHIE. HE
FIRHINFERICOVTOEEE -T2 ERPFEIIRIETIEDOTIEHYEE A,

BEMI. TORMEFEALPRBOONTOVGNE - IS TRBTHIEEZBERLIZLDTIE
HYFEE A

LEMT. BEFEREESH. BEROA RBT DB THERSATOEY , BHICIHFERD
HAMNGVORY ., BEMZERM. ER. EATLHILETETEA,



INVESTMENTS

New York Life Investment Management Asia Limited
THEEMNGIEE BRMBER(EEE 2645
MAGRS: —BRHAFEABARREBEEGS —REFEZAE_EEREAINE I XHE



