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

The economy & markets

Japan enters March with politics in motion, bond yields rising, and the Bank of Japan proceeding
carefully — the long-term case is intact, but near-term markets are likely to remain sensitive to fiscal
signals and currency moves.

e Politics and fiscal policy: The LDP secured a commanding majority, giving the government

room to pursue stimulus and tax relief. Equity markets welcomed the clarity. Bond markets
were more cautious, with yields rising as investors considered the cost of larger fiscal plans
alongside Japan’s already substantial debt load. Investor takeaway: Political visibility
improved. Fiscal funding questions did not.

e The Ministry of Finance signaled flexibility in managing bond issuance, while market

participants called for less supply at the very long end. Discussions suggest a possible shift
toward shorter maturities as policymakers work through the question of who ultimately
absorbs Japan’s long-duration debt. Investor takeaway: Duration supply and demand remain
unsettled, which likely means continued volatility along the long end of the curve.

e Bank of Japan: The BOJ held rates at 0.75% in January, with one dissent calling for further

tightening. The central bank expects inflation to dip below 2% temporarily this year but
believes wage gains will keep the broader inflation trend intact. Later, Prime Minister
Takaichi nominated two reflation-leaning academics to open board seats, which markets
interpreted as potentially slowing the pace of future hikes. The yen weakened on the news.
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Investor takeaway: The path remains gradual tightening—but board composition and politics
are back in play.

e Currency: The yen remained volatile. It weakened following BOJ board nominations and
fluctuated around political headlines. Despite speculation, official data showed no FX
intervention during the month. Investor takeaway: Intervention remains a contingency tool,
not an automatic defense. Investors should assume currency volatility persists.

e Macro dynamics: Headline inflation has cooled, but underlying pressures persist. Wage
negotiations this spring (Shunto) will be the next major catalyst, with labor groups targeting
roughly 5% increases again this year. Investor takeaway: Near-term inflation relief gives the
BOJ breathing room, but wage outcomes could keep underlying inflation sticky into 2026.

Asset allocation views: our global private markets outlook

e Private markets enter 2026 on firmer footing, even as macro and policy uncertainty remain
elevated. Deal activity is rebounding alongside a more supportive rate backdrop in the
Americas and Europe, where the majority of global private assets are underwritten today.

e While we are mindful that the credit cycle is maturing and volatility may persist, our base
case remains constructive. Policy support, monetary easing, and a trend towards
deregulation should reinforce momentum across both public and private markets.

e In this environment, private markets continue to show structural resilience, supported by
strong underlying credit quality, evolving liquidity channels, and expanding access across
investor segments.

e As the cycle advances, opportunity will be defined less by beta and more by selectivity. We
see increasing value in diversified exposure, disciplined underwriting, and more complex or
fragmented markets where structural inefficiencies create differentiated, transition-oriented
returns
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