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Asset Allocation Perspective: July 2026
New York Life Investment Management (NYLIM)

The economy & markets

June challenged conventional market assumptions. The BOJ delivered its second rate hike in six
months, yet the yen weakened and equities remained resilient, suggesting that earnings growth and
structural investment themes continue to matter more than higher interest rates.

e Bank of Japan: In June, the BOJ delivered its second rate hike in six months, raising the policy
rate to 1.0%, its highest level since 1995. The move reinforces the central bank’s
commitment to gradually normalizing policy. The BOJ signaled that further rate increases
remain possible if economic and inflation trends evolve as expected, while continuing a
measured reduction in its balance sheet and support for the government bond market.
Investor takeaway: the direction of travel remains toward higher rates, but the pace is likely
to remain gradual.

e Rates and fiscal policy: Japanese government bond yields retreated in June, after reaching
multi-decade highs in May, but long-term rates remain elevated by historical standards and
close to levels not seen since the 1990s. Investors continue to weigh the implications of
higher government borrowing needs, reduced BOJ support for the bond market, and a policy
environment that remains supportive of fiscal spending. Investor takeaway: The sharp rise in
yields may have paused, but the market’s focus on fiscal sustainability remains firmly in
place.

e Markets and currency: Japanese equities remained resilient in June despite elevated bond
yields and tighter monetary policy. The Nikkei was supported by continued enthusiasm
around Al-related investment, particularly in semiconductor companies, as well as a weaker
yen that improves the earning outlook for many exporters. Currency markets were a major
focus, with USD/JPY moving above the 160 level. Investor takeaway: equity investors
continue to focus on earnings growth and Al-related investment themes, while currency
markets remain skeptical that BOJ tightening alone will be sufficient to strengthen the yen.

Asset allocation views: key takeaways from the 2026 Strategic Partnership Forum
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e InJune, New York Life Investment Management hosted its annual Strategic Partnership
Forum, bringing together clients, investment professionals, economists, and industry experts
from around the world to discuss the market outlook and emerging investment
opportunities. This year's discussions focused on navigating a changing investment
landscape shaped by Al, geopolitics, and structural market shifts.

e |nvestors broadly agreed that heightened volatility is likely to persist as geopolitical
uncertainty and technological innovation, including Al, continue to reshape markets. In this
environment, disciplined portfolio construction and a long-term investment focus remain
critical.

e Diversification emerged as a key investment theme. Investors favored combining public and
private market exposures to build more resilient portfolios while accessing differentiated
sources of income and return.

e Artificial intelligence continues to be viewed as a powerful long-term investment theme.
Beyond technology companies, opportunities are expanding across semiconductors, digital
infrastructure, power, and energy, with active management expected to play an important
role in identifying long-term winners.

e Higher-for-longer interest rates reinforced the appeal of income-oriented investments.
Investors highlighted opportunities across public and private credit, infrastructure, and
securitized assets. Across asset classes, quality remains our guiding allocation lens, with
durable cash flows, strong balance sheets, and exposure to long-term secular growth trends
continuing to underpin investment opportunities.
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