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Asset Allocation Perspective: August 2026

New

York Life Investment Management (NYLIM)

The economy & markets

July saw higher volatility, as the path for markets and the global economy narrows. Technology-led
equity gains, higher oil prices, and elevated bond yields have made returns increasingly sensitive to
shifts in sentiment, even as resilience remains a defining theme.

Bank of Japan: In July, the BOJ kept its policy rate at 1.0%, while keeping another rate hike in
view for later this year. Markets were briefly unsettled by language in the government’s
economic plan that appeared to lean on the central bank. The final version was revised to
reaffirm that monetary policy decisions reside with the BOJ. Investor takeaway: gradual
normalization remains the most likely path, but clear communication and policy credibility
are increasingly important.

e Rates and fiscal policy: Prime Minister Takaichi’s long-term investment plan aims to mobilize

roughly ¥370 trillion across Al, semiconductors, energy, defense, and other strategic
industries, although the eventual balance between government support and private
financing remains unclear. Japan has been at the forefront of the global rise in sovereign
yields: the 10-year JGB briefly reached 2.9%, its highest level in three decades, before
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retreating in the second half of the month. Investor takeaway: higher yields are becoming
more attractive, but fiscal uncertainty still argues for adding duration gradually.

Markets and currency: The yen weakened before rebounding late in the month, likely
reflecting government intervention, keeping FX developments a key focus for investors. The
government is exploring ways to encourage investment funds, including GPIF, to invest more
in Japanese assets, a potential support for the yen and domestic markets. Japanese equities
remain supported, but July’s technology selloff highlights concentration risk. Investor
takeaway: concentration risk continues to favor diversification, while persistent yen
weakness strengthens the case for currency hedging; domestic reallocation could become a
structural tailwind, but is unlikely to provide meaningful near-term market support.

Asset allocation views: midyear outlook — the narrowing path

The first half of 2026 tested the durability of the market's strongest themes. Despite rising
geopolitical and policy uncertainty, global growth and earnings remained resilient, led by the
U.S. as Al-related investment continued to expand. However, market leadership has
narrowed, inflation has edged higher, and monetary policy has become less supportive.

Our outlook for the second half of the year remains constructive, but the path forward has
narrowed. The remainder of the year will depend on whether the economy and markets can
continue to demonstrate the resilience seen so far. Three core convictions anchor our view.
First, U.S. exceptionalism remains intact. We expect the U.S. to continue leading global
returns, supported by stronger structural growth, policy flexibility, and resilient corporate
earnings relative to other developed markets.

Second, Al remains the clearest growth engine. The Al investment cycle should continue to
support earnings growth and capital spending, with demand extending beyond technology
to digital infrastructure, energy, and advanced materials.

Third, monetary policy support will remain limited. Higher inflation has reduced the
likelihood of policy easing, and we expect the Federal Reserve to remain on hold this year.
Outside the U.S., weaker growth and imported energy inflation leave policymakers with
even less flexibility.

Investor takeaway: Our asset allocation views remain constructive but increasingly selective.
Credit fundamentals remain healthy, but elevated interest rate volatility argues for a focus
on high-quality credit. At the same time, higher long-term yields may create opportunities to
selectively extend duration.

LEMICEHITIBESE:

LEH L., [FHRIZEEZE BB EL TNew York Life Investment Management Asia Limited (LA 2%t |
EVWVWET)DERLIZADTHY . BEDERBERE TV —EXRDHFOCRENEZE ML
TH5LDTIEEK, ERBERIGEEICEDGIREHNTIHYFE LA BERIT. BUNEETSE
HEHELI-EREFELEICERLELEDS. TOEEERLIUEEHEFRIETHIDTIEHYE
A, BEHONBIIERBFROEOTHY . BB LUEHOT IIL—TEHORE-FHIC
EOFRDODRBLNEENDIZELAHYFETH., TIERELZDMDIKRICE - TFELERE
SNBIENHBYFET . F-. [FROBRERECHIEREDEHEFZRIAFEEIFEITLHLDT
EHYVEBA FEDOHBEOCEEZE~ADERLHLIGEIFIRENTHY . ThorHET 5L
DTIEHYF A, BRI RBEITIEMERB IV Y —EXRIE, TBICHITAMEOESFICK



@ Investment
Management

YU, TARENELDBEENHYFET . T BERICTEBOVIKFHHE L. BAR-V—EX
ICKVERY ERKRFICIVEBTIEENHI-O. HoLHTDEIEFIIHELESE
FRIRTDEFTEFTAZ2a—TF—IFM4TAURRAMAVR IR DAV I, =2 —T—7
AT A ATGVR AN —BETOREERFEHOY—ERT—VELUVEHRTY, =2
—A—IFAT AVRRRAV IR AVNHAD T T4 IS0 TOZ IO —ERIL, ZDIR
HAEOONTUVEWNE - TIIIRB‘ESNF A, BHICIEZEFOREEL, BEHOEEHFE
T2IEZFD—EREER LA, FIEEMTHIEIETEELZSLY,

New York Life Investment Management Asia Limited
THRIEMANGIXE ERMFER (/) E 2964 5
MAGSE: —BRHEFEZAEEERER S —BtAEZAE_BEREAINGIXIHR



