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Global economy & markets

Global investors are caught between fears of inflation and fears of recession. We
believe that inflation risks are more important from a market positioning
perspective, for the coming few months. Even as recession risk rises, high inflation
can detract from total return. Assets considered a safe haven, such as cash and
government bonds, may not be appropriate in countries where inflation is high. As
a result, we are staying invested in our portfolios, focusing on areas where we can
build resilience against volatility and inflation.

As global investors, we see economic cycles beginning to diverge between
countries. During the pandemic and recovery in 2020 and 2021, driving economic
forces were primarily global in nature. As the post-pandemic recovery matures, we
see organic economic cycles and monetary policy adjustments taking hold,
resulting in disparate economic and market outcomes per country. Investing with a
global, multi-asset approach may open new opportunities for investors to capture

these differences in economic cycle.

Japan focus

The strong Liberal Democratic Party (LDP) victory in Japan’s elections, plus the
fact that there are no elections for three years, make it possible in our view that

major economic changes could be made through the “new capitalism” program.



While this policy approach is still vague, some early changes could be the
reopening of Japan to tourists, or changes to energy policy.

- Slowing global growth, particularly in the U.S. and Europe, could begin to have a
negative impact on export demand, and therefore Japanese economic growth, later
in the year. China’s accommodative policy stance may provide support for
Japanese export demand, though Covid-19 restrictions appear to outweigh
economic accommodation for the time being.

- In our view, slowing economic growth raises the bar for the Bank of Japan to
change its ultra-accommodative monetary policy, and make it more likely that
Governor Kuroda and even the next governor could maintain the status quo. The
risk to this view is that if government bond yields spike and the Yen depreciates
further, pressure on the Bank to adjust its current yield curve control policy may

increase.

High conviction investment idea: U.S. real estate

- In business and technology, we speak of the S-curve, the concept that people and
processes adapt glacially until an inflection point or force for change, after which
they change rapidly. New ideas eventually mature and stabilize over time, with
potential increases in performance for those who captured the trend. The Covid-19
pandemic was one such moment for changes in the investment landscape.

- Now, as the Covid-19 pandemic hopefully moves in the rear-view mirror, one of the
most disrupted asset classes is real estate. From a macroeconomic perspective,
rising interest rates and rising inflation create cross-currents for demand in real
estate assets. However, the disruption in where we live and work has changed the
balance of supply and demand for real estate, and the types of amenities that
garner the highest rents. In our view, this dynamic is opening opportunities for
multi-functional managers that can play across strategies and across the capital

stack.
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About New York Life Investments
With over $700 billion in assets under management as of December 31, 2021, New
York Life Investments (www.newyorklifeinvestments.com) is comprised of the affiliated

global asset management businesses of its parent company, New York Life Insurance
Company (New York Life), and offers clients access to specialized, independent
investment teams through its family of affiliated boutiques. New York Life Investment
Management Asia Limited is based in Tokyo (www.newyorklifeinvestments.jp) and

serves as a contact point for Japanese institutional investors in Japan.
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Connect with Us


http://www.newyorklifeinvestments.com/
www.newyorklifeinvestments.jp
http://www.newyorklifeinvestments.com/
www.newyorklifeinvestments.jp
https://www.linkedin.com/company/nylinvestments
https://twitter.com/NYLInvestments
https://www.facebook.com/NYLInvestments

Disclosures:

This material is for general information purposes only. This material is not intended to provide investment advice, solicit
the purchase or sale of securities or other financial instruments, or offer to participate in trading strategies. In addition,
this material is not a disclosure document or investment report based on the Financial Instruments and Exchange Act,
the Act on Investment Trusts and Investment Corporations, or the listing rules stipulated by the Tokyo Stock Exchange.
New York Life Investment Management Asia Limited and its affiliates make no representations or warranties that the
information contained in this material is accurate.

This material contains confidential information and is created for the purpose of providing it only to you. This material
may not be distributed, reproduced or diverted without the prior permission of New York Life Investment Management

Asia Limited.

New York Life Investment Management Asia Limited
Financial Instruments Business Operator Registration Number Kanto Finance Bureau Director (Kinsho) No. 2964. A

Member of Japan Investment Advisers Association. A Member of Type Il Financial Instruments Firms Association
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