
9 December 2019

Weekly Investment 
Commentary

HIGHLIGHTS

• Economic data continues to be mixed, with strength 
in the labor market and the consumer sector offset 
by weakness in global trade and manufacturing. 
Looking ahead, we think it is more likely than not that 
the positives will outweigh the negatives, helping the 
global economy to improve modestly in 2020.

• Stock prices have been rising in anticipation of 
stronger growth. We remain concerned that prices 
may have gotten ahead of fundamentals, which causes 
us to be only mildly constructive toward equities. But 
that doesn’t mean we aren’t finding select investment 
opportunities.
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Economic growth could 
pick up modestly 
Economic data was uneven last week, and investors continued to focus on 
the on-again, off-again prospects for a U.S./China trade deal. Global stock 
markets were mixed, and the S&P 500 Index climbed very modestly, ending 
just below its all-time high.1 The best performing areas of the market 
were energy, consumer staples and health care, while the industrials, 
consumer discretionary and technology sectors lagged.1 In other markets, 
Treasuries showed weakness as the yield curve steepened somewhat while 
oil prices experienced their strongest week since June after OPEC agreed to 
additional production cuts.1 
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Weekly top themes

Strong jobs growth data should stave off prospects for a near-term 
Fed rate cut. Jobs growth accelerated sharply in November. The data showed 
266,000 new jobs were created last month, while the unemployment rate was 
down to 3.5%. Average hourly earnings climbed as well.2 

We hold out hope for a modest U.S./China trade deal, but trade 
uncertainty remains a market risk. In August, President Trump signaled 
that the parties were very close to an agreement, which helped the S&P 500 Index 
rise 10% over the next 90 days.1 More recently, markets have been rattled on-and-
off by fears that a deal will fall through. It’s becoming nearly impossible to gauge 
what might actually happen on the trade front, but our best guess is that we will 
see a modest deal with the U.S. scaling back tariffs in exchange for the Chinese 
increasing agricultural imports. We could also see indications that such issues as 
intellectual property rights could eventually be discussed.

Manufacturing remains a source of weakness for the economy. The 
ISM Manufacturing Index disappointed by falling from 48.3 in October to 48.1 in 
November.3 Clarity on the trade front would help this sector, but manufacturing 
weakness remains a concern.

In contrast, consumer spending continues to be a strength. The 
University of Michigan’s Consumer Sentiment Index rose from 95.5 to 96.8 in 
November, showing that consumers remain confident about the state of the 
economy and are increasing spending levels.4

Looking ahead to 2020, signs of hope are emerging that global 
manufacturing could stabilize. Global Purchasing Manager Indexes have 
been showing signs of life, particularly when it comes to new orders, which rose 
for a second consecutive month in November.5 New orders are the forward-looking 
component of the index, and improvement there is consistent with our view that 
the global economy could pick up modestly in 2020.
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Stocks can still climb, but selectivity is key
The U.S. economy and U.S. stocks have both 
enjoyed surprising strength over the last decade. 
By keeping interest rates at record lows, the 
Federal Reserve and other central banks have 
been providing ongoing monetary support that 
has produced the longest economic expansion 
in history, even if the pace of growth has been 
relatively slow.

Global manufacturing and trade levels, however, 
have been lagging since the expansion began 10 
years ago, and experienced significant slumps 
in 2011/2012 and 2014/2015. In both cases, 
strong consumer spending and a solid jobs 
market helped prevent the drop in manufacturing 
and trade from pulling the broader economy 
into recession. The U.S. has experienced a 
similar environment in 2019. While trade and 
manufacturing have been lagging, there is still 
some hope for a phase one U.S./China trade 
deal and global manufacturing levels appear to 
be stabilizing. We expect we are in the midst 
of another period when recession fears will 
successfully be staved off for now.

We are generally positive on the global economy. 
Stocks have been climbing as investors have 
been discounting recession fears. We have been 
arguing, however, that markets may be getting 
ahead of fundamentals. We do not expect a sharp 
pickup in economic or corporate earnings growth, 
and we are concerned that the broad market may 
be pricing in such an environment.

As such, we would say that we are only modestly 
constructive on equities heading into next year. 
This doesn’t mean, however, that we are not 
finding opportunities. While broad market U.S. 
indices have been setting records, parts of the 
global market remain behind their highs of 2018. 
Many countries outside of the U.S. – as well as 
U.S. areas such as small caps, financials and 
resource-related stocks – have yet to return as 
strongly, which suggests that value can still be 
found. In sum, this looks to be a stock-picker’s 
environment where selectivity is key.

 

This looks to be a stock-picker’s 
environment where selectivity  
is key.”

2019 PERFORMANCE YEAR TO DATE Returns

Weekly YTD

S&P 500 0.2% 27.9%

Dow Jones Industrial Avg -0.1% 23.0%

NASDAQ Composite -0.1% 31.8%

Russell 2000 Index 0.6% 22.7%

Euro Stoxx 50 0.1% 23.1%

FTSE 100 (UK) 0.1% 15.8%

DAX (Germany) -0.2% 20.5%

Nikkei 225  (Japan) 1.0% 21.0%

Hang Seng (Hong Kong) 0.6% 6.3%

Shanghai Stock Exchange Composite (China) 1.4% 17.0%

MSCI EAFE 0.4% 19.2%

MSCI EM 0.8% 11.6%

Bloomberg Barclays US Agg Bond Index -0.2% 8.6%

BofA Merrill Lynch 3-mo T-bill 0.0% 2.2%

Source: Morningstar Direct, Bloomberg and FactSet as of 6 Dec 2019. 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 indexes are unmanaged and 
unavailable for direct investment.
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For more information or to subscribe, please visit nuveen.com.

1 Source: Bloomberg, Morningstar Direct and FactSet
2 Source: Bureau of Labor Statistics
3 Source: Institute of Supply Management
4 Source: University of Michigan
5 Source: Markit Economics

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, 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 advisors. 

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, LLC.


