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Economic and investment observations

1. In July, this economic expansion became the longest in U.S. history. But it has been 
the slowest.

2. The U.S. consumer until now has been strong (including income and hiring data).  
Manufacturing, trade and most of the rest of the world not so.

3. The labor market at full employment may eventually put upward pressure on wages 
and downward pressure on corporate profit margins.

4. The difference between the U.S. and China on trade issues seems as wide as ever.
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Economic and investment observations

5. The Fed is under pressure from all sides.

6.
The Trump administration is considering indexing capital gains to inflation. 
Lowering capital gains tax rates increases the after-tax rate of return on stocks 
and would support higher equity valuations.

7. Bottom up analysts’ 2020 earnings forecast is +10%. We expect earnings growth 
at only half that pace, so more earnings downgrades are likely.

8.
As third quarter earnings season approaches, we are concerned that investors are 
relying too much on a “Fed put,” while ignoring profit downgrades. Historically, when 
easier monetary policy and weaker growth coincide, profit deterioration eventually wins.
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Economic and investment observations

9. The odds of a progressive president (higher taxes, heavier regulation) 
in 2020 have increased.

10. The short-term good news is that Washington passed a budget at the debt ceiling.
The bad news is the long-term deficit/debt issue got worse in the process.

11.
Nearly all of the 15ish% increase in the S&P 500 this year has been driven by valuation 
expansion, as P/Es have risen from 14x to 17x. Lower interest rates have driven equity 
valuations, but the earnings growth outlook has weakened. (This is somewhat offset 
by S&P500 yield higher than the 30-year Treasury yield.)

12. S&P 500 yields more than 30-year Treasury.
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What would make us more bullish?

1. Fed “put” dialogue lessens

2. Global manufacturing (ISMs/PMIs) rebound

3. The U.S. and China reach a trade agreement

4. The level of complacency is reduced

5. Lower prices (lower valuations)
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2019 Ten Predictions

The forecast data reflects the opinion of the author, Bob Doll, and not the firm. The information provided herein is not intended to be a forecast or guarantee of future events or results. It is not a recommendation to buy or sell any specific securities 
and should not be considered investment advice of any kind. Investing in securities involves risk of loss that clients should be prepared to bear. There is no assurance that an investment will provide positive performance over any period of time. 
Past performance is no guarantee of future results and different periods and market conditions may result in significantly different outcomes.

Theme: Choppy and frustrating, but no recession

1. The U.S. expansion becomes the longest in history despite GDP slowing to a still-above-trend increase of 2% to 2.5%.

2. Unemployment bottoms in 2019 while wage growth continues to rise.

3. The Treasury yield curve flattens and credit spreads widen due to late cycle concerns.

4. Corporate earnings growth estimates weaken for 2019 and 2020 as both revenue and profit pressures rise.

5. U.S. equities experience a positive return, but fail to reach record highs for the first time in 10 years.

6. Non-U.S. stocks outperform U.S. stocks as the dollar sags.

7. The information technology, financial and health care sectors outperform utilities, REITs and materials.

8. The annual federal budget deficit approaches $1 trillion, a level unprecedented absent a recession.

9. U.S. and global politics spark more market volatility as the cold wars within the U.S. and with China persist.

10. A double-digit number of Democrats run for president while President Trump is challenged within his own party.
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Government spending: all about entitlements

Data source: CBO, Haver Analytics, DB Global Research, 1 Jan 1965 to 31 Dec 2029. Used with permission. CBO stands for Congressional Budget Office.

Composition of U.S. federal outlays (including CBO forecast)
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1. Expect choppy markets, but a rally if no recession

2. Focus more on alpha, less on beta

3. Lean in when markets get hit, let some go on big moves up

4. Diversify asset classes and geographies

5. Focus on quality and free cash flow

6. Watch inflation carefully

7. Consider an absolute return strategy to complement market exposures

What to do?
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Themes

Positives • Anti-imminent 
recession/economic sensitivity

• Free cash flow generation

• Healthy consumer

• Innovators/pricing power/stable 
or rising profitability 

• Overweight domestic earnings

Negatives • Economically defensive
• Negative free cash flow

• De-emphasize foreign trade

• Shun expensive
• De-emphasize weak balance 

sheets

2019 vs. 2018 • Higher quality/predictability
• More value friendly

• More multi-nationals eventually

Current themes and sector highlights
As of 30 Sep 2019

Source: FactSet. See nuveen.com for more information.

Our views on themes in the economy and financial markets help inform 
the research process. 
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Determinants of active manager performance

Chart 1: The information reflects the opinion of Bob Doll and not the firm. 
Chart 2: Ideas compiled by Nuveen Asset Management based on Barron’s article “In Fund Management, Winning Trends Persist,” September 11, 2017.

Similar themes discussed recently by Barron’s
• Less expensive funds have beat expensive funds over time

• Managers invested in their own funds outperformed

• Not following the benchmark can mean greater dispersion of 
returns

• Investing with conviction matters

• Investment teams comprised of men and women can win 

Active share

Fund size

Portfolio manager 
ownership
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1. Estate planning – do you have a plan? (Minimize Uncle Sam as a beneficiary; maximize Kingdom 
activities as a beneficiary)

2. Don’t curse your kids with too much money
3. Jesus Christ said more about money and possessions than heaven and hell combined.
4. You can tell volumes about a person if you can examine their checkbook and calendar.
5. How much did John D. leave?  “He left all of it.”
6. You can’t take it with you, but you can send it on ahead.     – Randy Alcorn
7. Jesus said “where your treasure is, there your heart will be also.”
8. God owns everything.  We are each His money managers.  
9. God prospers us in order to raise our standard of giving, not our standard of living.
10. Conformed vs. Transformed?  (Romans 12:2)
11. Generosity and wealth are best handled if we really believe we are “passing through.”
12. What are you doing with your hyphen?

Generosity reminders
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This material is not intended to be a recommendation or investment advice, does not constitute a solicitation or 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 specific course of action. Investment decisions 
should be made based on an investor’s objectives and circumstances and in consultation with his our her advisors.
This presentation is for general information purposes only and should not be construed as specific tax or investment 
advice.
The statements contained in this presentation are the opinions of Nuveen Asset Management, LLC and data available at 
the time of publication, and is not intended to be a forecast or guarantee of future events or results. It contains 
information from third-party sources believed to be reliable but are not guaranteed as to accuracy and not intended to be 
all inclusive. It does not constitute an offer, solicitation, or recommendation regarding securities or investment strategy 
and is not intended to predict or depict performance of any investment. Past performance is no guarantee of future 
results.
A word on risk
Equity investments are subject to market risk, active management risk, and growth stock risk; dividends are not 
guaranteed. Foreign investments involve 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. The use of 
derivatives involves additional risk and transaction costs.
Debt or fixed income securities are subject to market risk, credit risk, interest rate risk, call risk, tax risk, political and 
economic risk, derivatives risk, income risk, and other investment company risk. As interest rates rise, bond prices fall. 
Credit risk refers to an issuer’s ability to make interest payments when due. Below investment grade or high yield debt 
securities are subject to liquidity risk and heightened credit risk. Foreign investments involve additional risks as noted 
above.
Nuveen Asset Management, LLC is a registered investment adviser and an affiliate of 
Nuveen, LLC.
Nuveen provides investment advisory solutions through its investment specialists. 

Important disclosures
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One basis point equals .01%, or 100 basis points equal 1%.
Bloomberg Barclays U.S. High Yield Corporate Index measures the market of USD-denominated, non-investment grade, 
fixed rate, taxable corporate bonds. Securities are classified as high yield if they fall within the middle rating of Moody’s, 
Fitch, and S&P is Ba1/BB+/BB+ or below. The index excludes emerging market debt. 
Bloomberg Barclays U.S. Investment Grade Corporate Index is a broad-based benchmark that measures the investment 
grade, fixed-rate, taxable corporate bond market. 
Earnings per share (EPS) is the portion of a company's profit allocated to each outstanding share of common stock, 
serving as an indicator of a company's profitability. 
The federal funds rate is the interest rate at which U.S. depository institutions lend reserve balances to other depository 
institutions overnight, on an uncollateralized basis. 
The Federal Open Market Committee (FOMC) is the branch of the Federal Reserve Board that determines the direction 
of monetary policy. It is composed of the board of governors, which has seven members and five reserve bank 
presidents.
Gross domestic product (GDP) is a primary indicator used to gauge the health of a country's economy. It represents the 
total dollar value of all goods and services produced over a specific time period. Real GDP is adjusted for inflation. 
Nominal GDP is not adjusted for inflation.
The S&P 500® Index is a capitalization-weighted index of 500 stocks designed to measure the performance of the broad 
domestic economy.
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