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Weekly Investment Commentary

Last week was quiet on the economic front, and investors focused on the firing 

of James Comey and investigations into the Trump administration. Investors 

are becoming more skeptical about the president’s ability to deliver on his pro-

growth policy initiatives, as the timing and scope of tax cuts, health care reform 

and regulatory and budget changes grow more uncertain. The S&P 500 Index 

declined -0.3% for the week, with equities experiencing their largest one-day 

pullback since September on Wednesday. In other asset classes, Treasury 

yields and the dollar fell while gold and oil prices rose. 

Weekly Top Themes
1. Following a strong first quarter, we expect corporate earnings will remain 

solid. Earnings posted their best results in 22 quarters as earnings grew 14%, 
revenues rose 8% and profit margins expanded by more than 50 basis points.2 
For all of 2017, we expect earnings to increase about 10%, revenues to rise in the 
mid-single digits and margins to expand modestly. 

2.  Economic growth must remain on track for our earnings expectations to be 
met. Over the last several weeks, economic data has softened slightly, but we 
expect growth should accelerate modestly.

3.  We expect capital spending levels to increase. The technology sector appears 
to be engaging in more capital spending and we could see further broadening 
beyond that.

4.  Investors are focused on politics, but we believe fundamentals matter more. 
President Trump and Washington, D.C. tend to get too much credit when things 
go well and too much blame when they do not. In our view, the recent equity 
consolidation phase is as much (if not more) due to stalled economic data as it is 
to declining political confidence.

5.  Markets will need firmer fundamentals to experience an upside breakout. 
With political risks rising, economic data softening and a sense that valuations 
are full, we think equities will require a catalyst to break out to the upside. That 
could consist of some combination of stronger economic data, higher bond 
yields, a steeper yield curve and/or more confidence in the earnings backdrop.

Key Points

 ▪ If events in Washington continue to 
deteriorate, economic and markets risks 
would likely accelerate.

 ▪ Despite these rising risks, we believe the 
economy and corporate earnings should 
continue to improve, and thus believe 
equities remain more attractive than bonds 
or cash.

Robert C. Doll, CFA

Senior Portfolio Manager,  

Chief Equity Strategist

Bob Doll serves as a leading member of the 

equities investing team for Nuveen Asset 

Management, providing reasoned analysis 

through equity portfolio management and 

ongoing market commentary.

May 22, 2017 | Volume 5.21

Rising Political Uncertainty 
Clouds the Near-Term Outlook



Nuveen | 333 West Wacker Drive | Chicago, IL 60606 | 800.752.8700 | nuveen.com

Rising Political Uncertainty Clouds the Near-Term Outlook May 22, 2017

GP
E-

BD
CO

M
M

4-
05

17
P 

 
16

35
59

-IN
V-

W
-0

5/
18

Despite Rising Risks, Equities Look Relatively Attractive
Equities have struggled to reach new highs after cresting at the beginning of March. 
The same has been true for bond yields and the U.S. dollar. Equities have been in 
a consolidation phase for the past few months due to softening economic data and 
weakening political confidence. While we think the economy should remain solid, 
we acknowledge that the political backdrop is becoming more problematic.

On the economic front, business and consumer confidence have remained 
remarkably resilient despite a weak first quarter gross domestic product report. If 
economic data continues to be soft, we would expect to see those confidence levels 
tested. Fundamentals, however, look good to us: Hiring remains strong, consumer 
spending is solid and manufacturing continues to improve.

Events in Washington, however, are threatening to spiral out of control. We’ll leave 
it to the professional pundits to consider the potential outcomes of developing 
events, but economic and market risks are rising. Investors had already ratcheted 
down expectations for the president’s ability to accomplish his pro-growth agenda, 
but markets are still pricing in the probability of some tax, regulatory and spending 
changes that could boost economic growth. If political conditions continue to 
deteriorate, we could see even more economic, and hence market, disappointments.

As a result, we believe the near-term outlook for equities and other risk assets 
has weakened. If political turmoil escalates, the current consolidation phase could 
turn into a more pronounced correction. Assuming that business and consumer 
confidence can remain resilient, however, we anticipate any risk-off phase to be 
brief. Given our view that economic and earnings growth should remain solid, we 
maintain our pro-growth investment view and continue to believe equities look 
more attractive than bonds or cash. ▪

“While the economy should 

remain solid, the political 

backdrop is becoming more 

problematic for risk assets.”

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

1 Source: Morningstar Direct, as of 5/19/17 2 Source: J.P. Morgan

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. 

This material is not intended to be a recommendation or investment advice, does not constitute 
a solicitation to buy or sell securities, 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 advisors.

A WORD ON RISK
This information represents the opinion of Nuveen Asset Management, LLC and is not 
intended to be a forecast of future events and this is no guarantee of any future result. 
Information was obtained from third party sources which we believe to be reliable 
but are not guaranteed as to their accuracy or completeness.  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, LLC.

2017 Performance 
Year to Date Returns

Weekly YTD

S&P 500 Index -0.3% 7.2% 
Dow Jones Industrial Average -0.3% 6.4%
NASDAQ Composite -0.6% 13.5%
Russell 2000 Index -1.1% 1.2%
Euro Stoxx 50 1.5% 18.0%
FTSE 100 (U.K.) 1.9% 12.5%
DAX Index (Germany) 1.4% 16.8%
Nikkei 225 (Japan) 0.3% 8.2%
Hang Seng (Hong Kong) 0.7% 15.2%
Shanghai Stock Exchange 
Composite (China) 0.7% 0.8%

MSCI EAFE (non-U.S.  
developed markets) 1.0% 13.8%

MSCI Emerging Markets -0.6% 16.1%
Bloomberg Barclays U.S.  
Aggregate Bond (bonds) 0.5% 2.1%

BofA Merrill Lynch 3-Month 
Treasury Bill (cash) 0.0% 0.2%

Source: Morningstar Direct and Bloomberg, as of 5/19/17.  
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. 


