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Weekly Investment Commentary

Equities continued to rally last week as all major U.S. indices hit new highs.1 

Investor optimism rose as expectations for deregulation, corporate tax reform 

and fiscal stimulus under President-elect Trump accelerated. These same 

factors put upward pressure on bond yields and the U.S. dollar. For the week, 

the S&P 500 Index gained 1.5%, as the consumer discretionary, energy and 

financials sectors pushed higher, while heath care, consumer staples and 

utilities lagged.1

Weekly Top Themes
1. Consumer confidence is growing. The University of Michigan Consumer 

Sentiment Index jumped from 87 in October to nearly 94 this month.2 The 
post-election bounce shows consumers expect improvement in their financial 
situations in a Donald Trump administration.

2.  Improving economic data should lead the Federal Reserve to raise interest 
rates next month. U.S. durable goods orders surged 2.8% in October,3 putting 
further upward pressure on yields and the dollar. At this point, we would be 
surprised if the Fed did not raise rates in December and we expect central 
bankers to hint at a few more increases in 2017.

3.  Inflation expectations are increasing. We think commodity prices have likely 
bottomed and we expect higher levels of federal spending next year. We don’t 
think inflation will rise sharply, but it appears to be accelerating, another reason 
to expect an upward move in bond yields.

4.  Increased fiscal stimulus could accelerate in-progress market leadership 
trends. In particular, we expect economically-sensitive cyclicals to outperform, 
while income-generating sectors, defensive areas and low volatility segments 
could struggle.

5.  The Italian referendum vote scheduled for December 4 could cause headline 
risks and spark financial market volatility. The prospects for constitutional 
reforms could reshape the Italian political landscape and have unexpected 
financial results. 

Markets Face Risks, but Equities Appear Well Positioned
In retrospect, it appears the economic and equity market backdrop was already 
improving before the election. Trump’s victory and the Republican sweep provided a 

Key Points

 ▪ The post-election euphoria continued last 
week as investors bid equity prices to new 
highs.

 ▪ Investors face a number of risks, including 
rising bond yields and a potential December 
rate hike, but we think equities should 
continue outperforming in 2017.
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catalyst for investors to ratchet up their optimism. Since the election, investors have 
rushed out of government bonds toward risk assets. While we think the economic 
and earnings environment remains favorable for stocks, investors should be aware of 
several risks. 

The first, and most evident, is that the bond yield surge and U.S. dollar rally cannot 
be sustained without causing economic damage. We think upward pressure on bond 
yields and the dollar may continue long-term, but post-elections euphoria may be 
overdone and a near-term consolidation could occur. In any case,  the pace of yield 
increases from the past few weeks will probably not continue.

On a related front, the likelihood of an imminent rate hike could cause market 
volatility. Today’s environment is somewhat similar to a year ago when the Fed 
last increased rates. The dollar is rising and some areas of the global equity market 
(Europe and some emerging markets) are underperforming. Last year, the Fed rate 
hike contributed to a souring of economic sentiment and a risk-off phase in markets. 
However, today we see some key differences: Equity markets are stronger, oil prices 
are more stable, inflationary expectations are rising and the global economy is 
healthier. As such, we do not expect one or even a few rate increases over the coming 
year to severely damage investor sentiment.

In addition to these risks, commodity prices could weaken and geopolitical turmoil 
may increase both home and abroad. Nevertheless, we think the recent equity rally 
has been driven by solid fundamental underpinnings of improving economic growth 
and better corporate earnings. Over the next year, we expect investors to become 
increasingly confident about the durability of the economic expansion. There will no 
doubt be periods of greater volatility, contractions and sell-offs, but we continue to 
maintain a pro-growth investment stance. ▪

“There will no doubt be periods of 

greater volatility, contractions and 

sell-offs in the coming year, but we 

continue to maintain a pro-growth 

investment stance.”

For more information or to subscribe, please visit nuveen.com.

1 Source: Morningstar Direct, as of 11/25/16 2 Source: University of Michigan  3 Source: 
Commerce Department
The S&P 500 Index is a capitalization-weighted index of 500 stocks designed to measure 
the performance of the broad domestic economy. The Dow Jones Industrial Average is 
a price-weighted average of 30 significant stocks traded on the New York Stock Exchange 
and the Nasdaq. The Nasdaq Composite is a stock market index of the common stocks and 
similar securities listed on the NASDAQ stock market. The Russell 2000 Index measures the 
performance approximately 2,000 small cap companies in the Russell 3000 Index, which is made 
up of 3,000 of the biggest U.S. stocks. Euro Stoxx 50 is an index of 50 of the largest and most 
liquid stocks of companies in the eurozone.FTSE 100 Index is a capitalization-weighted index 
of the 100 most highly capitalized companies traded on the London Stock Exchange. Deutsche 
Borse AG German Stock Index (DAX Index) is a total return index of 30 selected German 
blue chip stocks traded on the Frankfurt Stock Exchange. Nikkei 225 Index is a price-weighted 
average of 225 top-rated Japanese companies listed in the First Section of the Tokyo Stock 
Exchange. Hong Kong Hang Seng Index is a free-float capitalization-weighted index of selection 
of companies from the Stock Exchange of Hong Kong. Shanghai Stock Exchange Composite 
is a capitalization-weighted index that tracks the daily price performance of all A-shares and 
B-shares listed on the Shanghai Stock Exchange. MSCI EAFE Index is a free float-adjusted market 
capitalization weighted index designed to measure developed market equity performance, 
excluding the U.S. and Canada. The MSCI Emerging Markets Index is a free float-adjusted 
market capitalization index that is designed to measure equity market performance of emerging 
markets. Bloomberg Barclays U.S. Aggregate Bond Index covers the U.S. investment 
grade fixed rate bond market. The BofA Merrill Lynch 3-Month U.S. Treasury Bill Index is 
an unmanaged market index of U.S. Treasury securities maturing in 90 days that assumes 
reinvestment of all income. 

RISKS AND OTHER IMPORTANT CONSIDERATIONS
The views and opinions expressed are for informational and educational purposes 
only as of the date of writing and may change at any time based on market or other 
conditions and may not come to pass. This material is not intended to be relied upon 
as investment advice or recommendations, does not constitute a solicitation to buy or 
sell securities and should not be considered specific legal, investment or tax advice. The 
information provided does not take into account the specific objectives, financial situation, 
or particular needs of any specific person. 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 investments are subject to market risk or the risk that stocks will 
decline in response to such factors as adverse company news or industry developments 
or a general economic decline. Debt or fixed income securities are subject to market risk, 
credit risk, interest rate risk, call risk, tax risk, political and economic risk, and income risk. 
As interest rates rise, bond prices fall. Non-investment-grade bonds involve heightened 
credit risk, liquidity risk, and potential for default. Foreign investing involves additional 
risks, including currency fluctuation, political and economic instability, lack of liquidity 
and differing legal and accounting standards. These risks are magnified in emerging 
markets. Past performance is no guarantee of future results.
CFA® and Chartered Financial Analyst® are registered trademarks owned by CFA Institute.
Nuveen Asset Management, LLC is a registered investment adviser and an affiliate of 
Nuveen Investments, Inc.
©2016 Nuveen Investments, Inc. All rights reserved.

2016 Performance 
Year to Date Returns

Weekly YTD

S&P 500 Index 1.5% 10.5% 
Dow Jones Industrial Average 1.5% 12.7%
NASDAQ Composite 1.5% 9.1%
Russell 2000 Index 2.4% 20.2%
Euro Stoxx 50 1.0% -5.4%
FTSE 100 (U.K.) 2.0% -3.6%
DAX Index (Germany) 0.4% -3.3%
Nikkei 225 (Japan) 0.1% 4.8%
Hang Seng (Hong Kong) 1.8% 7.6%
Shanghai Stock Exchange 
Composite (China) 1.8% -11.7%

MSCI EAFE (non-U.S.  
developed markets) 1.3% -1.6%

MSCI Emerging Markets 1.3% 10.4%
Bloomberg Barclays U.S.  
Aggregate Bond (bonds) -0.2% 2.3%

BofA Merrill Lynch 3-Month 
Treasury Bill (cash) 0.0% 0.3%

Source: Morningstar Direct and Bloomberg, as of 11/25/16.  
All index returns are shown in U.S. dollars. Past performance  
is no guarantee of future results. Index performance is 
shown for illustrative purposes only. Index returns include 
reinvestment of income and do not reflect investment 
advisory and other fees that would reduce performance in 
an actual client account. All indices are unmanaged and 
unavailable for direct investment. 


