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escalating economic fears

Bottom line up top

Market volatility has been tempered... The Trump
administration’s tariff plans seem to have settled into a relatively
steady state. This welcome reprieve helped U.S. equity and fixed
income markets moderate their extreme price swings in holiday-
shortened trading last week. The S&P 500 Index nonetheless finished
down (-1.49%), while the 10-year U.S. Treasury yield settled 14 basis
points (bps) lower, at 4.34%. There’s still too much policy uncertainty
surrounding global trade to expect a quick and full retracing of recent
market losses. And the 10% baseline levy against almost all U.S. trading
partners, though delayed by 90 days, still represents one of the largest
tariff increases in history. Perhaps more importantly, the 9o-day
ceasefire doesn’t apply to the burgeoning U.S./China trade war, which
has its own volatile dynamics within the broader tariff showdown.

... but souring sentiment has not. U.S. companies still face the
daunting task of forecasting future operations with little confidence or
visibility into where they can source goods and materials, or how much
they will cost. Small business optimism as measured by the National
Federation of Independent Business (NFIB) survey, for example, fell
to 97.4 in March — below the survey’s 51-year average of 98 and lower
than at any point during the first Trump administration (outside of
Covid). Meanwhile, various gauges of consumer sentiment have also
deteriorated. Last week’s release of the Federal Reserve Bank of New
York’s monthly Consumer Expectations Survey for March reinforced
the increasingly gloomy mood. The survey projected inflation will

rise to 3.6% over the next 12 months, up from expectations of 3.1%

in February. Respondents also anticipated slower income growth of
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2.8%, down from the prior month’s estimate of 3.1%. Pessimism extended
to stock prices, seen as declining, and unemployment, expected to rise
(Figure 1). It’s worth noting that soft indicators like sentiment surveys
are weakening even as hard data quantifying economic activity continue
to show a generally stable U.S. economy. Perception could quickly
become reality, however, if falling confidence leads to behaviors that
hinder growth (e.g., companies cutting capital expenditures, consumers
tightening purse strings). Given the fragile balance, this corporate
earnings season may rank among the most challenging that equity
markets have had to navigate in recent memory.

FIGURE 1: CONSUMERS EXPECT STOCKS TO GO DOWN AND
UNEMPLOYMENT UP
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Data source: Survey of Consumer Expectations, © 2013-2025 Federal Reserve Bank of New York (FRBNY). Performance data shown represents
past performance and does not predict or guarantee future results. The SCE data are available without charge at http://www.newyorkfed.org/
microeconomics/sce and may be used subject to license terms posted there. FRBNY disclaims any responsibility or legal liability for this analysis and
interpretation of Survey of Consumer Expectations data.

Portfolio considerations

Earnings season is off to a murky start. With just 12% of S&P 500
constituents having reported first-quarter earnings thus far, investor
response to company financial results has been muted. However,
management commentary and guidance may be under closer scrutiny given
today’s abnormally opaque outlook for U.S. and global economic growth.
Companies that have already reported negative Q1 surprises have seen their
stocks punished for these earnings misses, albeit less harshly compared to
the five-year average. But even those reporting positive surprises have been
punished in this nascent earnings season, according to FactSet.

At 71%, the observed percentage of companies that have beaten consensus

expectations lags the longer-term average of 75%. Meanwhile, the blended
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earnings growth rate (combining actual results for companies that have
reported and estimates for those that haven't) stands at 7.2% for the
quarter — sharply lower than the 11.5% forecast from FactSet at the
beginning of 2025. There have been few positive earnings revisions in this
reporting cycle, with utilities, the lone S&P 500 sector for which earnings
expectations have risen, joined by non-U.S. developed market equities
(Figure 2). Given current macro conditions, we expect non-U.S. company
earnings growth to remain stronger on a relative basis.

We also anticipate further market volatility in the U.S. as company guidance
takes on a more critical role in determining the next leg up or down for
equities. One notable S&P 500 constituent issued two sets of guidance

last week —one for a more normalized economic backdrop and another

for a potential recession. A profit warning from a high-profile, U.S.-based
semiconductor manufacturer sent the S&P 500 and other U.S. equity
benchmarks into a tailspin last Wednesday, after the company quantified its
expected loss of revenue from U.S. restrictions on exports to China.

With volatile global trade policy, we think ongoing trends in equity market
performance will continue. Investors may favor interest rate sensitive
sectors (financials) and historically defensive areas of the market (consumer
staples, health care and utilities). Certain industries within information
technology — semiconductors and software, to name two — are likely to
outperform as artificial intelligence (A.I.) proliferates the global economy.

FIGURE 2: U.S. EARNINGS EXPECTATIONS HAVE DECLINED SINCE
INAUGURATION DAY

Blended forward 12M expected earnings growth (%)
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Data source: Bloomberg, L.P, 10 Apr 2025. Performance data shown represents past performance and does not predict or guarantee future
results. Representative indexes: U.S. large cap: S&P 500 Index; U.S. small cap: Russell 2000 Index; non-U.S. developed: MSCI EAFE Index;
emerging markets: MSCI Emerging Markets Index.
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About Nuveen’s Global Investment Committee

Nuveen’s Global Investment Committee (GIC) brings together the most senior
investors from across our platform of core and specialist capabilities, including

all public and private markets.

Regular meetings of the GIC lead to published outlooks that offer:

« macro and asset class views that gain consensus among our investors

« insights from thematic “deep dive” discussions by the GIC and guest experts
(markets, risk, geopolitics, demographics, etc.)

guidance on how to turn our insights into action via regular commentary

and communications

For more information, please
visit nuveen.com.

Endnotes

Sources
All market and economic data from Bloomberg, FactSet and Morningstar.

This material is not intended to be a recommendation or investment advice, does not
constitute a solicitation to buy, sell or hold a security or an investment strategy, and
is not provided in a fiduciary capacity. The information provided does not take into
account the specific objectives or circumstances of any particular investor, or suggest
any specific course of action. Investment decisions should be made based on an
investor’s objectives and circumstances and in consultation with his or her financial
professionals.

The views and opinions expressed are for informational and educational purposes
only as of the date of production/writing and may change without notice at any
time based on numerous factors, such as market or other conditions, legal and
regulatory developments, additional risks and uncertainties and may not come to
pass. This material may contain “forward-looking” information that is not purely
historical in nature.

Such information may include, among other things, projections, forecasts, estimates
of market returns, and proposed or expected portfolio composition. Any changes to
assumptions that may have been made in preparing this material could have a material
impact on the information presented herein by way of example. Performance data
shown represents past performance and does not predict or guarantee future
results. Investing involves risk; principal loss is possible.

Allinformation has been obtained from sources believed to be reliable, but its accuracy
is not guaranteed. There is no representation or warranty as to the current accuracy,
reliability or completeness of, nor liability for, decisions based on such information
and it should not be relied on as such. For term definitions and index descriptions,
please access the glossary on nuveen.com. Please note, it is not possible to invest
directly in an index.

Important information on risk

All'investments carry a certain degree of risk and there is no assurance that an
investment will provide positive performance over any period of time. Equity investing
involves risk. Investments are also subject to political, currency and regulatory risks.
These risks may be magnified in emerging markets. Debt or fixed income securities are
subject to market risk, credit risk, interest rate risk, call risk, derivatives risk, dollar roll
transaction risk and income risk. As interest rates rise, bond prices fall. Investing in
municipal bonds involves risks such as interest rate risk, credit risk and market risk.
Nuveen, LLC provides investment services through its investment specialists.

This information does not constitute investment research as defined under MiFID.
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