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Our team of market strategists connects macroeconomics to asset allocation. Leveraging proprietary research
alongside the breadth and depth of the New York Life Investments platform, we provide actionable insight into
market-driving events, structural themes, and portfolio construction to empower investment decision-making.
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Executive summary

Amid rampant global policy uncertainty, it can be difficult for investors to be forward-l ooki ng. |t 6s t r udratetrahsdidni atleastim we r i |
the United Statesi vol at i | ity, and high valuations create chal l e mgse@obd iaotarestirates e st me n
are moving lower, spurring activity and credit growth in public and private markets. A changing global economic landscape is promoting capital-

intensive investment across asset classes and geographies. Taken at face value, this is an environment that is highly constructive for investor

opportunity but may require significant portfolio change.

For the last two years, the U.S. economy has defied gravity, creating above-trend trudge; we expect modest gains and sustained volatility compared to the last few
economic growth. Now, the labor market and inflation have come into better year s6 outsized returns.
balance. Cracks have emerged, particularly among lower-income households and
lower-quality floating-rate borrowers, but aggregate results are resilient. Average equity market returns, alongside stickier U.S. policy rates and volatile
market yields, make an attractive case for allocating new capital to diversified
Our base case scenario is that U.S. growth slows to near or just below trend over opportunities, including fixed income. Economic resilience supports credit quality.
the course of 2025, and that recession risk is low. But a few powerful factors 1 Interest rates appear to be in a sweet spot, where lower rates improve borrower
policy change and persistently painful shelter prices i make it likely that inflation heal th but remain attractive for invest
and interest rates are higher and more volatile than historical periods of fAave
growth. Vital for global asset allocation is the direction of the dollar. We expect the
greenback will be rangebound i bolstered by stronger U.S. growth but kept from
Higher U.S. growth, interest rates, and innovation have led investors to flock to U.S. overreach by policy risks.
assets, but there are reasons not to let the pendulum swing too far. Many
developed markets are cutting interest rates more quickly than the U.S. Federal In private markets, four key transitions 1 lower interest rates, improving deal flow,
Reserve, which is hamstrung by sticky inflation and tariff risks. Faster-normalizing global capital investment, and democratization of access i are re-energizing
yield curves are improving credit growth and borrower health, boosting corporate investors. We believe 2025 will be a strong vintage.

performance in regions like Europe.

This piece is designed to share our holistic global economic, geopolitical, and asset
As for risk assets: as long as employment and earnings remain resilient, we believe allocation views. Use the links in the table of contents page to explore.
the U.S. equity market has room to run. That run, however, may feel more like a
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High conviction investment ideas

Mar kets may be paralyzed by uncertainty, but i nvestors dondét have t

CALL OR CONDITION INVESTMENT APPROACH CONSIDERATIONS

EQUITY 1 Stay invested, with a focus on earnings quality.

A High valuations are not a market timing tool, but they do limit the scope of investment opportunity. We are d about hiah valuati denl ins into high
constructive on the U.S. equity market, but the combination of high valuations and market concentration have us 2 Ir_lvlzstorsdf:om;]erne a O.Ut 'gh va uatl(_)ns can deploy gains into hig
allocating new capital toward a more diversified set of themes. 2] GBI BHEE SRl 1 [ (NS Sl EEIvE,

A U.S. economic activity is outperforming the rest of the world, driving risk asset prices and the U.S. dollar higher. 3 We see tactical upside in ex-U.S. equity markets. Consider a 50%
That said, a quicker interest rate cutting cycle, slowing but reasonable growth, and potential upside risks in currency hedge.
international markets may result in better ex-U.S. performance than many investors are assuming. p Small caps are unlikely to outperform durably unless interest rates

A The trend in artificial intelligence is here to stay. Looking ahead, the foundational layer of Al will face more move lower while growth is resilient - unlikely this year.
competition, while digital and energy infrastructure will likely require more capital. The application layer is only just Diversify equity exposure into broader reflections of the Al theme,
being explored. S including energy and digital infrastructure.

6 Now is an attractive opportunity to deploy into bonds: corporate and
municipal credit quality is good, and cash rates are lower.

A A balanced labor market with upside inflation risk keeps the Fed on hold until at least mid year, in our view. Still, - _ _ .
policy rates have moved lower, and investors should counter reinvestment risk by deploying cash. . Treasury duration is not our favorite place to take risk. We like a

. . . . . . . neutral-to-short duration position, built with short duration credit (IG,

A Uncertainty aroqnd growth and |nflat|qn point to higher and more volat_lle market mte_rest rates. We do not feel HY, munis) and balanced with structured product and taxable munis.
comfortable calling a near-term peak in Treasury rates, and that duration is an unreliable source of returns.

A We expect U.S. public credit quality (interest coverage, maturity timeline) to remain very strong by historical 8 i) MUTEEMENELS EIEEE 2 SETEEive Spparililty (i SHsnEe

standards, supported by a resilient economy. CUECHIEME EREnidle JEit s,

OTHER 9 Consider a geopolitical risk hedge of equal parts oil, gold, and bitcoin

as a satellite sourced from equity.

A Incidence of geopolitical risk has moved higher since the COVID-19 pandemic. Investor may use diversification

and inflation-aware exposures to hedge against event risk. 10 Inflation-aware asset classes such as commodities, materials, and
A Though the endgame of U.S. trade policy is uncertain, the global trends towards re-globalization, digitization (Al), el iRl iy lss e O e B Euseiile sad digs

and energy independence point to capital intensity, infrastructure investment, and stickier inflation. 11 Quialified Investors seeking diversification into the private markets
A Private markets allocation is growing and democratizing. Uiy SO EEE NS e CleiE I EE o dill e el el
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1 Top investment questions

Why has the market been resilient amid so many potential disruptions?

Should investors fade or follow the

What impact will the new U.S. administration have?

What challenges will the new U.S. administration face?

What happens if Trump administration interferes with Fed policy?

How worried should we be about stagflation?

To o Io To Po To T

Are sky-high U.S. equity valuations a reason to take profits?

iTr umpo

trades?
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Why has the market been resilient amid so many potential disruptions?

A balanced economy supports resilient markets. Decision paralysis due to policy uncertainty is also likely at play.

AThere has been no shortage of potential market disruptions year to date. DeepSeek reminded
investors that the barriers to entry in Al are high but not permanent, putting sky-high tech
expectations at risk. Early policy shifts in the first 100 days of the Trump administration,
including tariff announcements, impact expectations for year-ahead inflation and growth.

AThe market has mostly looked through these disruptions. Why? For starters, the present-day
reality of a robust U.S. economic and earnings backdrop (left chart) is superseding what
could occur in the future. Second, investors likely perceive policy risks as in balance for now.

U.S. economic activity is steady and corporate profits have outperformed
U.S. real quarterly GDP, %, left axis == Corporate profits / nominal GDP, right axis
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Sources: New York Life Investments Global Market Strategy, U.S. Bureau of Economic Analysis (BEA), NBER (National Bureau of
Economic Research), Macrobond, March 2025.
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Potential disruptions related to trade, foreign policy, and immigration are neutralized by
potential benefits of de-regulation and lower government spending.

AJust because the market is paralyzed by policy

to be. Though the end result of policy change is unknown, the next year is likely to include
more volatility in inflation, rates, and markets. We remain fully invested, but believe now is a
good time for investors to reconsider their balance between stocks, bonds, and alternatives,
as well as U.S. and international opportunities, to build more robust diversification.

Market pricing suggests that investors see the policy endgame as uncertain,
and that risks are roughly balanced

Market hopes

AGovernment
spending cuts
would reduce
pressure on long-
term interest rates

ATariffs increase
inflation and
reduce growth

=

AConstrained
immigration, amid
a tight labor
market, may push
labor costs and
inflation higher

=/

ADe-regulation could
improve energy
supply, corporate
M&A, and credit
creation

Views of the New York Life Investments Global Market Strategy team, 2025. Examples given here are fonijastdadinermirposes o

comprehensive of all current policy proposals.
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Should I nvestors fade or foll ow the ATr

We iAfadeo highly partisan mar ket moves and Afoll owo per f oexstingteeds.wh e
Al mmedi ately after the Ared waveodo in the U.S. Tradesto Fade rit.
surged, fueled by expectations of deregulation and pro-growth policies. Now, the risks and B’E Small caps capture risk-on sentiment
rewards of policy change appear to be more balanced as tariff risks, trade tensions, and ) A Economic growth is good, but not reaccelerating in our view. Higher and more volatile

policy unpredictability create uncertainty, weighing on investor confidence. rates constrain performance. Any outperformance in small caps is likely to be tactical.

Trades to Follow
@ U.S. 10-year yield moves higher

Impact of Trump’s election victory on select asset class performance A As fiscal risk dynamics unfold, inflation and interest rates will likely move higher with

=— S&P 500 Bitcoin == Small caps == Financials == Europe == Gold == Energy volatility along the way. Overweight short duration; do not favor extending duration.
30 - M Gold remains a proven hedge for inflation
Election day A Gold has overcome the pressure it experienced in the lead-up to the election. As policy,
20 4 Gold prices have risen on tariff deficit, and inflation concerns persist, overweight gold.
P (inflation) risk.
T __ _ Trades to Monitor
iy e (@) o oponre |
o & ) ' X A We expect U.S. growth is expected to remain strong compared to many global peers.
oSS rotation, monetary policy However, foreign investors may start to repatriate capital given policy uncertainty.
fepp= support, and potential peace in Modestly reduce U.S. overweight and consider use of currency hedges.
S |l Ukraine. Technology balances threats from competition (DeepSeek) and tariffs; benefits from antitrust
% S Energy surrendered initial gains A Deregulation benefits can be dampened by tariff pressures along the supply chain.
° in part due to trade uncertainty. BitCI(;;rr]mted upside drivers on existing earnings strength. Stay invested at market weight.
A smal |l cap rally A Extremely strong performance after the election but remain mindful of the historical
230 - materialize due to higher rates. ~ volf';mhty and risk-on nature of the asset class. Small allocation can serve as diversifier.
. , , , , . . . Financials
Jul Sep Nov Jan Mar May Jul Sep A Slight overweight to financials. Deregulation may not be a tailwind for regional banks
2024 2025 which previously had ineffective oversight. A normalizing yield curve helps more.

Sources: New York Life Investments Global Market Strategy, S&P Global, Macrobond Financial AB, Russell Investment Group,
Macrobond, March 2025.
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What impact will the new U.S. administration have?

Policy areas most likely to see material changes include: taxes, tariffs, regulation, and immigration.

- A significant focus in Congress this year will be addressing the expiring 2017 Tax Cuts and - The impact of tariffs on growth and inflation hinges on several factors we have yet to see:
Jobs Act. Trump has promised to extend individual tax cuts. 1) the scope of the tariffs, 2) any exclusions for specific products, 3) the timing i whether

- If the tax changes become permanent, the CBO estimates the federal deficit could double they are implemented all at once or gradually, and 4) how other countries react, whether
over the next 10 years, creating a real risk for debt sustainability. The U.S. is already through retaliatory tariffs or currency adjustments.
paying more in interest expense than on any other budget item, including defense. - We believe that these factors differ by region. The size of U.S. trade deficit, immigration

- Cutting the corporate tax rate is also on the agenda, though we believe corporate tax cuts debates, defense spending, and national security are likely to influence policy.
become less likely if rates markets express concerns about a higher deficit. - Questions about the timing of tariffs T including the potential for a phased rollout, as

- Extending the TCJA may not garner the same market impact as its initial passing, because suggested by the initial additional 10% tariff levied on goods from China i are a more
the provisions are already in place (in other words: no new tailwind). In addition, an recent development, and one thatoés i mportant
extension may not have the same economic impact because personal income tax cuts do inflation and interest rates. Fed officials have recently highlighted that they can potentially
not stimulate as much economic growth as a permanent cut to the corporate tax rate. look through tariffs as a one-off price level increase rather than a steady source of inflation.

Consistent or rolling tariffs might have to be treated differently.

- We expect the second Trump administration to roll back many existing regulations. - mmi gration is already front and center or t
Impacted industries likely include financial services, healthcare, and the traditional oil & gas execut|ve orders was again declaring a national emergency at the southern border.
sector. I'n his inaugural address, Trump decl - Inflationimpacts are likely to be mixed. Reduced labor supply could put upward pressure on

- Another Day 1 executive order established the Department of Government Efficiency wages. On the other hand, that slower immigration could reduce inflation in areas such as
(DOGE). We anticipate DOGE will be able to some material spending cuts though reaching shelter, resulting in inflation impacts that are more ambiguous overall.
its targeted $1 trillion in cuts is Iikely o - Themostimmediateimpacton deportation or detainment efforts is likely to be on growth 1 he
executive branch has little ability to cut spending itself; any significant spending cuts will immigrants begin consuming (food, shelter) as soon as they enter a country, increasing
have to go through Congress. demand in their area. Interestingly, the CBO found that migration actually reduces the

- The deregulatory effort is likely driving a modest growth tailwind from reduced policy deficit because undocumented immigrants are not eligible for federal benefits but can still
uncertainty as well as improved animal spirits. pay federal taxes.

- Small business still cites quality of labor and inflation as their greatest operating concerns.

Opinions of New York Life Investments Global Market Strategy, March 2025.
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What challenges will the new U.S. administration face? (1/2)
The administration will likely face trade-offs between taxes, tariffs, and the deficit.

A Trump campaigned on extending the 2017 Tax Cuts and Jobs Act, specifically the income A Trump has levied new tariffs, but the extent of changes to trade policy is still uncertain; some
U.S. trade partners have significant leverage over the U.S. economy. But on aggregate,

tax rate cuts. Lower government revenue will increase the deficit, all else equal. Lawmakers

i and the rates markets i have started to raise concerns about the growing deficit. A higher tariffs are poised to move higher. Tariffs are likely to raise consumer prices as they increase

term premium i reflecting concerns about higher Treasury supply or lower demand i could the price of imported goods. Trumpo6s trade go
push market interest rates higher and constrain the policy agenda. with the largest goods trade surplus to the U.S.

Cutting taxes is likely to raise the deficit Countries with the greatest goods trade surplus with the U.S. are most at risk of
Trump tariffs

U.S. government receipts vs outlays (past 12 months)
Annual statistics calculated on 12 month rolling sum basis 300 -

m Total Outlays mDeficit m Government Receipts
8 - Deficit 250 -
y 2.14 trillion
h
Social Insurance Corporate Tax 262tbiﬁiron ;%t;gg; - 200 -
6 - & Retirement 494 billion 7.07 trillion Q
c 1.73 trillion : E
25 - ; _
= A o 190
. 4 - Income Tax n
) 2.44 trillion >
0 100 -

| | | |
Individual Social Corporation Other Deficit Outlays

Sources: New York Life Investments Global Market Strategy, U.S. Department of Treasury, Macrobond, March 2025.

China Mexico Canada Japan

Sources: New York Life Investments Global Market Strategy, U.S. Bureau of Economic Analysis (BEA), Macrobond, March 2025.
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What challenges will the new U.S. administration face? (2/2)

The administration will likely face trade-offs between immigration policies and economic growth.

A Whether through stricter border control, changes to skilled labor permissions (H1B visas) or A The rr:ajonty of recent h;”glg has Eeenhof f(r)]rellgn—tiorn workers. In ﬂ\:i;'ght Iaborbrlna.t.rket of
deportation-f ocused i mmigration policies, the Trump a éeﬁ{alntryelta;rg,%mrqrg ?V?cli% 5 &Y grg pa% rZBegtcotﬁeeFRgggzgéé en]ea%orﬁa el an
labor is likely to impact labor supply. Reducing labor supply in a tight labor market risks important factor in avoiding recession accoraing to the -ed an '

reaccelerating wage growth and inflation. A The Iab.or market is better balanced now_, but stlll_tlght. anstralnts on |mm|grat|on under
these circumstances may push wages higher while reducing local spending.

Restrictive immigration policies may have greater impact in a tight labor market The labor market could look a lot different after a deportation effort
Difference between the labor force and the sum of persons employed and open m Foreign-born labor growth mNative-born labor growth
positions 25
7.5 -
2.5 - Tight lab k-ti . < 15
ight labor marke X 1.0-
0.0 - st 9 ;)/
-2.5 - % 10 -
S -5.0- 5
M 11]]|[Tt
-10.0 - §: 0.0 -
-12.5 -
-15.0 - -0.5 -
-17.5 - 10
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Sources: New York Life Investments Global Market Strategy, U.S. Bureau of Labor Statistics (BLS), NBER (National Bureau of 2021 2022 2023 2024 2025
Economic Research), Macrobond, March 2025. Sources: New York Life Investments Global Market Strategy, U.S. Bureau of Labor Statistics (BLS), Macrobond, March 2025.

INVESTMENTS 11



RETURN TO TABLE OF CONTENTS

What happens if the Trump administration interferes with Fed policy?

Interference with policy rates may prompt the market to become even more concerned about inflation, pushing market yields higher, not lower.

APresident Trump has stated a strong preference for lower policy interest rates. pull: containing government spending, changing regulations to impact supply and demand for

Treasuries, issuing shorter-term Treasuries. However, the U.S. has the largest and most liquid
government bond markets in the world; the impact of such policies may be short lived.

Aln all: though the Trump Administration faces little political limitation on its actions, market
reactions may prove more constraining. While we have not yet entered an era of outright
Abond vigilantism, 0 we expect the Treasury

Aln the last 100 years, there have been two clear examples of a double-peak in inflation
(chart). Their common elements include supply-demand disruptions in goods and labor, and
political pressure that kept policy rates artificially low. Accordingly, we believe credible political
pressure on the Fed would push market yields higher, reflecting concerns of higher inflation.

ATreasury Secretary Bessent suggested that the administration could focus on keeping market
yields (the 10Y Treasury) |l ow instead of the

We are not yet "out of the woods" in avoiding inflation waves of past cycles; political pressure on the Fed would be a red flag

== COVID-19 pandemic (June 2019 onward), left axis == Qil crisis (January 1972 onward), left axis == WW!II (January 1939 onward), right axis
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Sources: New York Life Investments Global Market Strategy, U.S. Bureau of Labor Statistics (BLS), Macrobond, March 2025.
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How worried should we be about stagflation?

It is too early to dust off the stagflation playbook, because growth is resilient. Concerned investors can reach for inflation-aware portfolio tools.

A We believe stagflation is still a low-probability scenario, though the risk has been rising.
Changes in trade policy (e.g. tariffs) have driven fears that growth may slow and inflation
may rise (left chart). We agree with this directional impact of tariffs. However the level of
growth and inflation today are not in, or indeed near, stagflation territory.

A That said, we would expect signs of slower growth or faster inflation to signal that the

This isn't 2018: consumer inflation expectations are more sensitive today

== University of Michigan, Expected Change in Inflation Rates, Next Year
5.5 -

2018: start of
trade wars

| | | | | | | | | |
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025

Sources: New York Life Investments Global Market Strategy, Bloomberg, Macrobond, March 2025.
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economy is no longer in balance, and therefore prompt volatility.

A A stagflation scenario would be challenging for the Fed, as it represents competition
between its two mandates: stable prices and full employment. We believe the bar for the

Fed to hike interest rates is high, as inflation fears may prompt market financial conditions
to tighten on their own, reducing the need for tighter policy rates.

Key allocation anchors for different macro regimes

Growth: strong

Growth: weak

A Inflation hedges: TIPS,
commodities, energy,
real estate equity

A Neutral duration

Inflation: strong

Overheating
Goldilocks

Small caps

Cyclicals

Floating rate, HY credit
Real estate equity
Private credit

Inflation: weak
T To o To o

To Do To o Do

Stagflation

Recession

Quality companies with
pricing power
Convertibles

Barbell IG and HY credit
Precious metals

Private equity and credit

A Large caps

A Defensive sectors
A Infrastructure equity
A Add duration

A IG credit

Views of the New York Life Investments Global Market Strategy team, 2025.
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Are sky-high U.S. equity valuations a reason to take profits?

Valuations are not a good market timing tool, but potentially limited upside favors deploying new capital into a diversified opportunity set.

A Equity prices reflect a combination of corporate earnings, valuation multiples, and opportunity, not the timing.
dividend yield. We expect earnings growth to remain positive, supported by strong Aln other words: high valuations donét signa
economic growth, balance sheet management, and ongoing investment. Dividend yields fully invested. Still, with the earnings yield (the inverse of the price-to-earnings ratio)
have come down over time but remain a key way to preserve total equity return. trailing the U.S. 10-year yield, bonds may currently offer a more attractive risk-return
A However, valuations remain at the high end of historical ranges. This presents a potential relative to equities in the near-term. Our high conviction investment views favor
challenging environment for buyers, but we believe valuations represent the scope of an deploying new capital into a broader risk asset opportunity set.
Earnings growth has remained strong in the face of The S&P 500 is trading above its long-term average The equity risk premium suggests bonds could
i i . , outperform stocks at these levels
growing risks = S&P 500 Trailing P/E  Recession p _ _ _ _
= S&P 500 adjusted EPS  Recession Equity risk premium: S&P 500 earnings yield less the
U.S. 10-year yield
275 - y y
5250 - 30 - == S&P 500 equity risk premium  Recession
]
3225 ] Market 1-
2 200 - 0207 25.4x £ |
ot =
& 175 - = g 1
=} -1 -
@ 150 - = 20 - ' a
o 52
S 125 - 2 5
= 100 - 15 - 2"
© 3.4 -
S 75 - i
50 - 10 - -5 -
I I I I I I I I I I | | | I I I I | | |
2010 2012 2014 2016 2018 2020 2022 2024 2010 2015 2020 2025 2010 2012 2014 2016 2018 2020 2022 2024
Sources: New York Life Investments Global Market Strategy, NBER (National Bureau of Sources: New York Life Investments Global Market Strategy, NBER (National Bureau of Sources: New York Life Investments Global Market Strategy, U.S. Department of
Economic Research), Macrobond, March 2025. The S&P 500 Index is an unmanaged Economic Research), Macrobond, March 2025. The S&P 500 Index is an unmanaged Treasury, NBER (National Bureau of Economic Research), Macrobond, March 2025.
index that is widely regarded as the standard for measuring large-cap U.S. stock index that is widely regarded as the standard for measuring large-cap U.S. stock The S&P 500 Index is an unmanaged index that is widely regarded as the standard for
market performance. It is not possible to invest in an index. Past performance is not a market performance. It is not possible to invest in an index. Past performance is not a measuring large-cap U.S. stock market performance. It is not possible to invest in an
guarantee of future results. guarantee of future results. index. Past performance is not a guarantee of future results.
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To Do Do Do o

RETURN TO TABLE OF CONTENTS

Economic-indicators
Inflation

Labor market !

F VP i/ 4

Consumer /

Housing

/

/

o Do o Do Do

Readers may click on any item to jump to that section.



RETURN TO TABLE OF CONTENTS

A long-term look at U.S. economic growth

U.S. economic activity is running at an above-trend pace; our base case calls for a modest growth slowdown to just-below trend, around 2.0%.

A GDP growth in the post-pandemic period has stabilized above its trend pace of 2.0-2.5%, A Policy uncertainty represents potential upside and downside risks to growth. Growth-
driven largely by strong consumer activity (about two-third of GDP). Our outlook is negative risks include more restrictive trade and immigration policy; growth-positive risks
constructive: a very gradual deceleration will likely take place in 2025. include deregulation and tax relief.

A Resilience is bolstered by the continued strong health of the corporate sector, a well- A Our base case expectation is that growth slows to just below 2.0% this year, with the
balanced labor market, and both income and wealth effects supporting consumers. These caveat that policy risks may impact export-import and inventory balances.

factors are mutually reinforcing.

Consumption structurally drives the U.S. economy, with an increasing share in the past 4 quarters
== Total GDP growth ®Imports mExports mGovernment m Change in private inventories mInvestment: fixed ® Private consumption Recession
10.0 -

7.5 -
5.0 -
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Sources: New York Life Investments Global Market Strategy, U.S. Bureau of Economic Analysis (BEA), NBER (National Bureau of Economic Research), Macrobond, March 2025. Grey fill areas represent recessions.
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Where are we in the economic cycle today?

RETURN TO TABLE OF CONTENTS

The last two years have already represented a soft landing. Slowing growth from here is still represents a constructive economic view.

A We do not believe the current economic slowdown is a harbinger of recession to come. We

see the chance of an endogenously-caused recession in 2025 as very low, barring policy and

geopolitical risk. This cycle does not feature the household or corporate debt imbalances of
prior cycles, lowering the likelihood of a durable economic or financial disruption.

U.S. economic growth is slowing but resilient
Trend growth (2.5%) mU.S. real GDP growth ' Recession

Q1 Q2 Q@3 Q@4 Q1 Q2 Q@3 Q4 Q1 Q2 Q3 Q4
2022 2023 2024

Sources: New York Life Investments Global Market Strategy, U.S. Bureau of Economic Analysis (BEA), NBER (National Bureau of
Economic Research), Macrobond, March 2025.
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A Even with 100bps of easing in 2024, the Fed believes it is restrictive. At least in some
segments of the economy i such as housing i we agree, and these pockets of still-restrictive
rates support our perspective that growth will ease modestly over the course of this year.
That said, resilient growth in other sectors, plus sticky inflation economy-wide, support the
Fed moving only slowly to a neutral policy stance, and likely not beyond.

Fed believes it is restrictive, cutting to "neutral” rather than "accomodative"

== Monetary policy stance: real Fed Funds rate less natural rate of interest
Recession

Restrictive policy

-1 -
-3 - i ;
Acommodative policy

I I I I I I I | I
1985 1990 1995 2000 2005 2010 2015 2020 2025

Sources: New York Life Investments Global Market Strategy, Federal Reserve, Federal Reserve Bank of Cleveland, Federal Reserve
Bank of New York, NBER (National Bureau of Economic Research), Macrobond, March 2025.
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The Federal Reserve is not easing as fast, or as much, as initially expected

In our view, stronger-than-expected recent growth and sticky inflation points to a prolonged Fed pause, and no near-term policy rate cut.

A Since the Fed began its cutting cycle in September 2024, stronger than expected financial conditions or policy changes could prompt inflation to re-firm.
economic activity and election-related animal spirits have driven a hawkish shift in A Wwith the labor market broadly in balance, we believe the Fed will need to see significant
easing expectations. We expect only one 25-basis point policy rate cut this year. progress towards disinflation before being willing to cut. These conditions are unlikely to
ASticky inflation remains a risk for the Fedods p abepreséntbeférethesummerut r al (our best estimate is

around 3.0-3.5% in nominal terms). Though inflation is on a downward trend, easing

The market is expecting interest rates to remain structurally higher Our Fed cuts checklist: conditions met, but we are sleeping with one eye open
Federal funds rate and implied Fed funds futures curve

;

Inflation
expectations well = Long-term inflation expectations remain well anchored. V
5 - anchored
Core inflation Core inflation is stildl above
4 - . significant progress over the last year. Upside risks to growth
- moving closer to . . . :
= target mayre-f i rm i nflation, which woul G&Wsl ow
3 all else equal.
53"
o
Unemployment The unemployment rate sits around 4.0%, and the Fed has V
2 - rate O 4. saidthatitdoes notwant employment to weaken more.
1- Wage arowth Wage growth is higher than the 3.5% year-on-year figure that
g€ g we believe would make the Fed comfortable with maintaining a
commensurate . o . :
. : rate cutting cycle. Stickiness in wages may require a slower
0~ | | | | | | | with stable prices pace of rate cuts
2016 2018 2020 2022 2024 2026 2028 2030 '

Sources: New York Life Investments Global Market Strategy, Federal Reserve, Bloomberg, Macrobond, March 2025. Opinions of New York Life Investments Global Market Strategy, March 2025.
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Fed balance sheet tightening is nearing an end

Quantitative tightening (QT) is likely to end this year as the Fed achieves its reserve management goals i while avoiding a liquidity crunch.

A The Fedodés balance sheet, as any leftala)arde sheet , A Postpaadred eurpi o,f talses eResd (kept reserve |levels abn
liabilities (right chart) . As t he Fedds r ed bhaviegshavetd affneadys et s v i a @Ability in supporting liquidity and bank functioning. But needs for liquidity support are
$2T in assets since 2022 i it must also reduce its liabilities. Fed liabilities include bank | ower today, suggesting the Fed can reduce
reserves, currency in circulation, and vehicles for liquidity support such as its reverse A The optimal level of Fed assets at which the Fed should halt its QT is hotly debated
repo facility (orange area, right chart). among practitioners and is a subjective estimate, even for the Fed itself.

Asset side of balance sheet: Fed has tapered nearly all its pandemic purchases Liability side of balance sheet: from "abundant” to "ample" reserves

== Fed assets held outright m Other mRepos, premiums/discounts mAgencies B MBS == Total Federal Reserve Liabilities ®mOther liabilities m Currency in circulation

W Treasuries m Reverse repurchase agreements BmBank reserves
9 - 9 -

8 - 8 -
7 - 7 -

56- 56-

E5- s

L @

T4- S 4-

©° o

Q3- a3-

2 - 2 -

1- 1-

O - ] ] ] ] ] ] ] ] ] 0 I ] ] ] ] ] ] ]
2008 2010 2012 2014 2016 2018 2020 2022 2024 2010 2012 2014 2016 2018 2020 2022 2024

Sources: New York Life Investments Global Market Strategy, Federal Reserve, Macrobond, March 2025. MBS: Mortgage-backed Sources: New York Life Investments Global Market Strategy, Federal Reserve, Macrobond, March 2025. Reverse Repurchase

securities. Agencies: Agency-backed securities. Repos: repurchase agreements, used to adjust systemic liquidity. Other: misc assets Agreements area a facility used by the Fed to support bank liquidity. Other liabilities include non-reserve deposits held by the Federal

amassed during GFC, including Term Asset-Backed Securities Loan Facility, used to create asset backed securities of consumer loans. Reserve.
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Market rates are likely to be higher and more volatile in our view

Long-term market interest rates have moved higher in response to stronger growth, higher inflation , and supply-demand risk for Treasuries.

A Long-term interest rates are driven by expectations for inflation, the path of the policy

rate, and the term premium, which encompasses expected supply and demand for
Treasuries.

A Higher long rates reflect rising inflation expectations, a belief that the policy rate will not
revert to previous lows this cycle, and the possibility of higher Treasury issuance as

Composition of the 10-year Treasury yield: real rates have led nominal yields
higher

== Nominal U.S. 10-year yield mReal U.S. 10-year yield
m 10-year inflation expectations
6 4

07I | | | |

2016 2017 2018 2019 2020 2021 2022 2023

|
2024 2025

Source: New York Life Investments Multi-Asset Solutions, Federal Reserve, U.S. Department of Treasury, Macrobond Financial AB,
Macrobond, 3/3/2025. Figures may not sum due to rounding. The nominal yield is the stated yield on an investment, before adjusting for
inflation. The real yield is the yield adjusted for inflation. Past performance is not a guarantee of future results.
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reflected in a rising term premium.

AThe term premiumbés steady trudgetermpaidyer has
uncertainty and expectations for structurally higher public spending: greater interest
expense, high defense spending, and high mandatory spending.

The rising term premium reflects expectations for greater Treasury supply
(issuance) relative to demand

== Adrian Crump & Moench 10 Year Treasury Term Premium
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Sources: New York Life Investments Global Market Strategy, Bloomberg Finance LP, Macrobond, March 2025.
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As the yield curve normalizes, bank lending is becoming less restrictive

Both supply and demand of loans to businesses and households have moved from depressed levels to neutral.

Treasury curve slope has finally normalized across tenors,
supporting a normalization of loan growth. The short end of
the curve has come down by 100bps so far, but this easing
cycle is dramatically shallower than initially expected.
Accordingly, rising long rates have been the critical factor in
durable yield curve normalization this cycle.

The Treasury yield curve has finally normalized
across tenors

3M-10Y Spread ==2Y-10Y Spread
400 -

Treasury spread, bps
- N
o o
o o o
t—g | |
—
=

-200 -
I I I I I I I
1995 2000 2005 2010 2015 2020 2025

Sources: New York Life Investments Global Market Strategy, Bloomberg Finance LP,
Macrobond, March 2025.
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Tight lending standards typically precede economic
contractions, but the most recent era of restrictive conditions
did not produce a recession. The Senior Loan Officer Opinion
Survey (SLOOS) now points to lending conditions neither
tightening nor | oosening,
but higher-than-expected market yields.

Bank lending standards have moved to neutral

== Tightening standards for large and medium firms
Tightening standards for households
100 ~

Recession

75 -
50 -
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0, | ~ VIR

% of banks

25 _
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-75 -
I I I I I | I
1995 2000 2005 2010 2015 2020 2025

Sources: New York Life Investments Global Market Strategy, U.S. Federal Reserve,
Bloomberg, Macrobond, March 2025.

whi c

On the demand side, both households and businesses are
exiting an era of depressed demand for bank loans. Looking
ahead, we would expect the combination of resilient economic
activity and easier financing costs to continue supporting loan
growth.

Loan demand is picking up for both businesses and
households

Stronger Demand for Household Loans
== Stronger Demand for Business Loans
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Sources: New York Life Investments Global Market Strategy, Federal Reserve,
Macrobond, March 2025.
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Market -determined financial conditions are loose

Equity price appreciation and tight credit spreads contribute to accommodative market financial conditions; improvement from here is limited.

A Market-determined financial conditions are loose (left chart) because equities have seen
strong price performance and relatively low volatility; credit spreads are tight (right
chart); and the U.S. dollar is strong. But given that equities continue to flirt with all-time
highs and credit spreads are at or near historic tights, investors should not expect the
trend toward ever-looser financial conditions to continue.

Market financial conditions are already loose, but can change on a dime

== Chicago Fed National Financial Conditions Index, left axis

Goldman Sachs U.S.Financial Conditions Index, right axis Recession
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Sources: New York Life Investments Global Market Strategy, NBER (National Bureau of Economic Research), Macrobond, March 2025.
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A Though we have high conviction in credit in the near term, we are not as optimistic on
price performance. With higher rand more volatile Treasury yields likely in our view, and
with corporate fundamentals looking healthy (downward corporate yield pressure), it is
unlikely spreads get even tighter from here. We are monitoring any gradual reversal of
these conditions should equity performance falter and spreads widen.

Spreads are at historic lows for high yield credit
= High yield spread
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Investment-grade spread Recession
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Sources: New York Life Investments Global Market Strategy, NBER (National Bureau of Economic Research), Macrobond, March 2025.
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The economy is still facing the fastest inflation surge since the 1970s

With resilient economic growth, structural economic changes, and policy risk to the upside, inflation cannot re-anchor.

A For much of Q4 2024 and Q1 2025, the balance of growth, employment, inflation, and rates
|l ooked |i ke Goldilocks. However

just with the individual January CPI report, but a burgeoning four-month reacceleration trend
in core consumer price growth.

Shelter inflation proving the stickiest

== Headline CP| == Core CP| mEnergy BFood m Shelter ®m Core Goods
m Core Services
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Sources: New York Life Investments Global Market Strategy, U.S. Bureau of Labor Statistics (BLS), Macrobond, March 2025.
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A U.S. inflation has moderated from its peak in mid-2022 but remains above the Federal

, Wwe afigotappr oacRedewveas2fhtaged. hot o territory with inflation

A A solid jobs market, strong yield generation and equity price performance have led to above-
trend economic growth and a resilient consumer, primarily among high-income households.

PCE inflation is far from peak, but progress toward target is slowing

== Headline PCE ==Core PCE =—Fed target: 2% Recession
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Percent YOY
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| | | | | | |
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Sources: New York Life Investments Global Market Strategy, U.S. Bureau of Economic Analysis (BEA), NBER (National Bureau of

Economic Research), Federal Reserve, Federal Reserve Bank of New York, Macrobond, March 2025. PCE: Personal Consumption
Expenditure, the Fed's targeted inflation measure
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|l nfl ationds progress toward the FedoOs

It takes only incremental monthly increases, particularly in the largest components of the inflation basket, to create a double peak in inflation.

A 1t has been our view that well-behaved inflation reports have been a key market
underpinning, allowing equities to climb and yields to avoid disruptive spikes even as
economic data has come in strong and policy uncertainty mounts.

A Accordingly, inflation reacceleration risk is top of mind for the Fed: monthly increases greater
than 0.2% in inflation will likely keep the Fed on hold.

A Housing inflation remains stubborn due to tight supply, resilient demand, and rising
maintenance costs. A decade of underbuilding and locked-in low mortgage rates keep
inventory constrained, while demographic trends sustain demand; in sum, these factors keep
house prices high. Meanwhile, higher labor, material, and insurance costs also keep
maintenance costs high. These costs impact both owners and renters in the CPI basket.

Incremental monthly increases could easily create a reacceleration trend in CPI The largest components of the inflation basket are also seeing fastest pace of

12-month ahead CPI evolution based on M/M scenarios price growth
9- Component's weight in CPI basket vs latest pace of inflation
(trailing 6-month average)
8 -
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Inflation expectations also point to upside risk for prices

RETURN TO TABLE OF CONTENTS

Rising inflation expectations for the next year seem to reflect greater policy uncertainty, but expectations can drive inflation itself.

Near-term inflation expectations tend to be more volatile than
longer-term expectations, as long as the market believes the
Fed can hold to its 2.0% target. In recent months, near-term
breakevens have moved materially higher, though long-term
breakeavens are still relatively well-behaved.

Long-term TIPS-derived inflation breakevens are
well anchored; near-term remains volatile

== US Breakeven 10 Year
U.S. Breakeven, 5yr/5yr Forward
== US Breakeven 1 Year
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Sources: New York Life Investments Global Market Strategy, Bloomberg Finance LP,

Macrobond, March 2025. Inflation breakevens are the implied rate of inflation implied

by the pricing of TIPS, Treasury Inflation Protected Securities. The 5yr 5yr breakeven:
expected inflation in 5 years, for the following 5 years.
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Inflation swaps have a more compressed range, but point to
the same trend as breakevens. Long-term inflation swaps are
around 2.5%, creeping above breakevens. As inflation
expectations can affect consumer and business behavior and
become self-fulfilling, we are watching these closely.

Zero-coupon inflation swaps also point to a more
volatile near-term inflation outlook
== 1-Year Swap == 5-Year Swap
== 30-Year Swap
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Sources: New York Life Investments Global Market Strategy, Bloomberg Finance LP,
Macrobond, March 2025. A derivative used to transfer inflation risk from one party to
another through an exchange of cash flows. In a zero coupon inflation swap, only one
payment is done at maturity where one party pays a fixed rate on a notional principal
amount, while the other party pays a floating rate linked to an inflation index.

10-Year Swap

Consumer surveys are naturally noisy, but the recent spike in
next-year inflation expectations shows consumers are worried
about prices. Though we canot
fears, the spike occurred in January, seemingly a response to
policy change such as tariffs.

Consumer inflation expectations are rising again

== FRBNY Survey, Inflation 5 Years Ahead
== FRBNY Survey, Inflation In Next Year
U Michigan Survey, Inflation 5 Years Ahead
== U Michigan Survey, Inflation In Next Year
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Sources: New York Life Investments Global Market Strategy, University of Michigan,
Federal Reserve Bank of New York, Macrobond, March 2025.
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Labor market strength has been a vital source of market stability

Historically, Fed cuts help stabilize the labor market but do not drive strong waves of hiring.

A Labor market stability is paramount to our economic view; strong wages and job availability
have carried consumers through an inflationary environment. Major threats to employment or
a new wave of hiring can be catalysts for consumer behavior, and therefore for market
behavior. Our research suggests that the current Fed easing cycle should add buoyancy to
the labor market, fostering stability for consumers. A strong wave of hiring is unlikely.

Job growth gradually decelerated during rate hikes to normalized levels
® Monthly payroll change
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Sources: New York Life Investments Global Market Strategy, U.S. Bureau of Labor Statistics (BLS), Macrobond, March 2025.

Fed starts
cutting rates

No. of Persons, thousand
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A Jobless claims serve as an early warning for labor market weakness, yet they have remained
|l ow throughout the Fedds hiking and
averaged 222,000, signaling continued strength. We see 350,000 as the key threshold where
investors should be wary of a labor market downturn.

Jobless claims should provide an early signal of labor market weakness
== |nitial jobless claims Recession
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Sources: New York Life Investments Global Market Strategy, U.S. Department of Labor, NBER (National Bureau of Economic
Research), Macrobond, March 2025. High risk level reflects opinions of the Global Market Strategy team.
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The labor market has moved into better balance in recent quarters

Hiring and wage growth are slowing, but a healthy corporate sector suggests mass layoffs are not likely this year.

: . 0 . . .
A Over the last several quarters, the labor market has moved from an overheating level into A S_rr_1a|| businesses comprise over_46A) of private employment in the 9'51 Small bu_smess
. . : hiring plans are not yet at recessionary levels, but reflect that talent is difficult to find and
more balance. A slowing quits rate back to pre-pandemic levels suggests 1) employee expensive to hire and retain
confidence is waning and 2) wage growth may continue to moderate, reducing inflationar T ' . . .
pressure g ) wage g y g y A A decline in weekly hours worked may be an early indicator that companies are cutting back

on hours to avoid layoffs.

A declining quits rate signals a labor market moving toward better equilibrium, as
fewer workers feel confident enough to switch jobs for higher pay

Nominal wage growth (3-month moving average), left axis
== U.S. quits rate, right axis
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Sources: New York Life Investments Global Market Strategy, U.S. Bureau of Labor Statistics (BLS), Federal Reserve Bank of Atlanta,
Macrobond, March 2025.
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