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Weekly Investment Commentary

Solid corporate earnings helped equity prices advance last week, as major 

indices again hit new all-time highs.1 Investors seemed unbothered by signs 

that monetary policy was growing tighter and chances of fiscal stimulus were 

fading given rising political confusion. The utilities, health care and technology 

sectors led the way while industrials and financials lagged.1 In other asset 

classes, Treasuries and gold were up while oil and the U.S. dollar both fell.1

Weekly Top Themes
1. Following a soft patch, recent economic data has trended more positive. 

Several key June economic readings were soft, including subpar retail sales, 
falling confidence reflected in a National Association of Home Builders survey 
and a worse-than-expected reading for the Empire Manufacturing Index. But 
data were stronger last week: solid housing starts, good news on unemployment 
claims and a solid 0.6% rise in the index of leading economic indicators all 
suggest economic growth should accelerate in the second half of 2017.2 

2. Despite some fears to the contrary, the consumer sector of the economy 
remains in good shape. Auto sales have slowed, but overall consumer activity 
remains respectable. Credit card debt levels are growing, interest rates remain 
low and the labor market is improving, all suggesting consumer spending should 
continue to grow.

3.  Corporate earnings results remain solid. With nearly 20% of S&P 500 
companies reporting second quarter results, the initial news is good. Revenues 
have exceeded expectations by 1.3% and earnings per share have beaten 
expectations by 5.4%.3

4.  The banking sector in particular has shown strength. The country’s largest five 
banks all posted results that impressively beat expectations for the quarter.

5.  Chances for major fiscal stimulus from Washington appear remote. House 
Republicans released a budget plan authorizing a revenue-neutral approach to tax 
reform. The plan does not allow for a net tax cut, which means we are unlikely to 
see a significant fiscal stimulus package that would boost the economy next year.

As Long as Earnings Improve, Equities Should Advance
Equity prices have continued to rise, despite increasing uncertainty around policy in 
Washington and concerns in some countries that monetary policy may be tightening 

Key Points

 ▪ Economic growth and corporate earnings 
appear to be improving, providing important 
tailwinds for stocks.

 ▪ Significant fiscal stimulus coming from 
Washington seems fairly unlikely this year.

 ▪ Investor confidence is improving, and as 
long as earnings continue to improve, equity 
prices should follow.
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prematurely. This underscores that liquidity conditions remain supportive and that 
investor confidence is improving.

Washington, D.C. seems mired in gridlock, despite the fact that Republicans control 
the House, Senate and White House. No significant economic legislation has been 
passed, and the optimism from January about health care reform, infrastructure 
spending and tax cuts has all but vanished. Political attention will soon be focused 
on the 2018 midterm elections, and the window for pro-growth policy action is 
closing. 

The lack of fiscal stimulus is disappointing, but it comes with a silver lining: We are 
unlikely to see the significant and sharp advance in interest rates or in the U.S. dollar 
that would probably result from such stimulus. The lost opportunity on the political 
front might therefore have the ironic effect of prolonging the bull market in stocks.

To a large degree, the outlook for equities will depend on earnings, and earnings 
prospects currently look good. One of the primary factors that caused the earnings 
recession of 2014 and 2015 was a rapidly rising dollar. That trend has since shifted, 
since the dollar has been weaker based on lowered economic expectations and 
political inaction. As such, the value of the dollar has now become a slight tailwind 
for earnings.

At this point, investor sentiment has improved and investors are growing more 
confident. Rising confidence is a sign that the bull market in equities may be moving 
to its later stages, but we do not yet think it is approaching an end. As such, we 
continue to encourage investors to maintain overweight positions in equities and 
other risk assets. ▪

“Rising confidence is a sign that 

the bull market in equities may be 

moving to its later stages, but we 

do not yet think it is approaching 

an end.”

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

1 Source: Morningstar Direct, as of 7/21/17 2 Source: Conference Board  3 Source: Wells Fargo 
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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 0.6% 11.7% 
Dow Jones Industrial Average -0.2% 10.7%
NASDAQ Composite 1.2% 19.4%
Russell 2000 Index 0.5% 6.6%
Euro Stoxx 50 -0.3% 19.1%
FTSE 100 (U.K.) 0.2% 12.2%
DAX Index (Germany) -1.4% 17.9%
Nikkei 225 (Japan) 1.3% 11.4%
Hang Seng (Hong Kong) 1.2% 23.7%
Shanghai Stock Exchange 
Composite (China) 0.9% 9.3%

MSCI EAFE (non-U.S.  
developed markets) 0.5% 16.9%

MSCI Emerging Markets 1.4% 25.0%
Bloomberg Barclays U.S.  
Aggregate Bond (bonds) 0.6% 2.9%

BofA Merrill Lynch 3-Month 
Treasury Bill (cash) 0.0% 0.4%

Source: Morningstar Direct and Bloomberg, as of 7/21/17.  
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. 


