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HIGHLIGHTS

• As expected, the Fed cut rates last week, and updated 
policy language suggests a pause in cuts. 

• Third quarter corporate earnings results continue 
to beat estimates, with the majority of reporting 
companies exceeding expectations.

•  Any signs of improving global growth would likely 
extend the recent risk-on climate at least through  
the end of the year.
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We are cautiously 
optimistic in the  
near term 
Equities finished higher for the fourth straight week, with the S&P  
500 Index up 1.5% and most U.S. averages setting record highs.1  
The biggest tailwinds included the de-escalation of U.S./China trade 
tensions, Fed accommodation, and earnings results that have not been  
as bad as expected. Health care, technology and industrials were the  
best-performing sectors for the week, while REITs, energy and consumer 
staples were the weakest.1  
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The payroll employment report was better than expected, and while 
job growth has slowed, it is nowhere near recession-like readings. 
These releases are bearish for Treasuries and suggest acceptable growth without 
inflation. The unemployment rate edged up to 3.6%, with average hourly earnings 
up 0.2% for the month and 3.0% year over year.2

Third quarter real GDP confirms a slowdown in U.S. economic growth. 
Real GDP advanced 1.9% in the third quarter, putting the year-over-year gain at 
2.0%, down from 3.1% in 2018.3 The outcome was better than expected, with most 
of the upside surprise coming from stronger-than-expected inventory accumulation. 

As widely expected, the Fed cut interest rates for the third time this 
year. A change to the key policy language suggests that the Fed is likely on hold  
for an indefinite period. Importantly, the yield curve is no longer inverted.

With about three quarters of S&P 500 companies reporting, earnings 
are beating estimates by 4.7%, with 70% of companies exceeding 
estimates.4 Earnings per share are on pace to gain 1% for the third quarter,  
with health care posting the strongest performance.4  

Negotiations on phase one of a U.S./China trade deal should remain on 
track, despite the cancellation of this month’s Asia-Pacific Economic Cooperation 
summit. A broader phase-two deal in which the U.S. rolls back tariffs in exchange 
for significant Chinese concessions looks highly unlikely.

The House of Representatives formally launched an impeachment 
probe against President Trump. We believe the House is likely to vote 
to impeach President Trump, but see little chance the Senate will convict him. 
Regardless, we think the uncertainty may contribute to market volatility.

The S&P 500 was up 2.0% in October, bringing the year-to-date  
gain to 24%, marking the best year-to-date gain since 2013 and the 14th best 
since 1930.1 Since August 2018, the Institute for Supply Management (ISM) 
manufacturing index has fallen from 60.8 to 47.8, driven by weakening economic 
and trade issues.5 Typically, the ISM manufacturing index falls below 45 during  
or before recession.5 An upturn in global economic momentum is key to a  
sustained rally. 

Weekly top themes
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A near-term recession looks unlikely
Capital markets have embraced a less-bearish 
outlook for the global economy in recent weeks, 
with global equities reaching a 20-month high 
in most places and an all-time high in the U.S.1 
The liquidity backdrop has improved, political 
uncertainty should recede, China should move 
from a headwind to a modest tailwind and a 
weakening dollar will indicate that the world is 
healing, helping ease global financial conditions. 
In this environment, we believe stocks are likely 
to outperform bonds barring a recession. This 
environment also favors cyclical stocks over 
defensive stocks and potentially international 
markets over the U.S. in the near term.

The recalibration of growth expectations is 
consistent with an upbeat view of the global 
economy. And while manufacturing and trade are 
weak, consumer and service data have been more 
resilient and indicate an ongoing, albeit slowing, 
global expansion. Any signs that global growth 
conditions can improve would likely extend 
the recent risk-on climate at least through the 
end of the year.

Will renewed global growth be strong enough 
to foster increased corporate earnings and push 
bond yields higher? We expect the economic 
expansion to continue, but see little to indicate 
a robust rebound in activity and profits over 
the next year. Capital spending growth will 
improve modestly, thus restraining the typical 
beta of trade in capital goods. In turn, a subdued 
recovery and global trade would temper any 
improvement in corporate profits. Beyond the 
near term, policy uncertainty associated with 
the impeachment of a president and next year’s 
elections remain in focus. Although equity 
markets tend to do well during election years, 
there is high potential for turbulence. While 
economic activity is more likely to firm than 
to slump, a middling rebound in corporate 
profits – combined with persistent U.S. political 
uncertainty – argues for maintaining a neutral 
equity weighting over the intermediate term. 

 

 

We expect the economic expansion to 
continue, but see little to indicate a 
robust rebound in activity and profits 
over the next year.”

2019 PERFORMANCE YEAR TO DATE Returns

Weekly YTD

S&P 500 1.5% 24.4%

Dow Jones Industrial Avg 1.4% 19.5%

NASDAQ Composite 1.8% 27.5%

Russell 2000 Index 2.0% 19.2%

Euro Stoxx 50 0.9% 21.8%

FTSE 100 (UK) 0.7% 14.6%

DAX (Germany) 1.3% 19.8%

Nikkei 225  (Japan) 0.7% 18.8%

Hang Seng (Hong Kong) 1.7% 8.5%

Shanghai Stock Exchange Composite (China) 0.5% 18.8%

MSCI EAFE 1.2% 18.1%

MSCI EM 1.3% 11.5%

Bloomberg Barclays US Agg Bond Index 0.5% 8.7%

BofA Merrill Lynch 3-mo T-bill 0.1% 2.0%

Source: Morningstar Direct, Bloomberg and FactSet as of 1 Nov 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: FactSet, Morningstar Direct and Bloomberg
2 Source: Bureau of Labor Statistics
3 Source: Bureau of Economic Analysis
4 Source: Credit Suisse  Research
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.


