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A look back at our 10
Predictions for 2020

As 2020 winds down (and before we unveil our 2021 Predictions), it’s a good
time to look back at the past 12 months and provide initial thoughts about what
the next year might bring. 2020 will long be remembered for the devastating
coronavirus pandemic that sparked the sharpest and shortest recession in
modern history. Yet equities and other risk assets still managed impressive
returns. We're expecting conditions to return to a more normal environment

in 2021 as global economic growth improves. But we also think markets may
have already discounted some of the good news, which could dampen returns.

2021 OUTLOOK

» We expect global growth to become more
synchronized and enter a stronger expansion
once vaccines are widely available. Until that time,
economic disappointments are likely.
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» The corporate earnings outlook is tricky: We expect

a strong showing in 2021 following this year’s
earnings recession, but longer-term issues such as
inflation and higher rates could act as a drag.
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e For stocks, we think markets will post gains in 2021. portfolio management and ongoing
Although with so much optimism already baked in, market commentary.
we caution that returns may be more limited than
many expect.
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10 Predictions scorecard

A light at the end of a very long tunnel

The pandemic and resulting economic and market upheaval
threw our January predictions for a loop. Amid the crisis, we
created a new set of predictions based on our belief that the crisis A
would peak in the second quarter, paving the way for a slow
economic recovery. In January, we’ll offer a complete scorecard
for all of predictions. For now, we’ll focus on our new set.

The U.S. and world
experience a sharp, but
reasonably short recession
with noticeable recovery
before year-end.

SCORECARD

Overall Scoring

HEADING IN THE
RIGHT DIRECTION

HALF-CORRECT

TOO EARLY TO CALL

HEADING IN THE
WRONG DIRECTION

With the sharp jump in growth in the third quarter, the deepest recession
in post-World War IT history also proved to be the shortest one. The pace of
growth is likely to slow in the fourth quarter and into the start of 2021, but
we expect the year as a whole will witness an expansion.

All-time low yields move
higher during the second
half, with the 10-year
Treasury closing the year
above 1%.

The 10-year Treasury yield plummeted to record lows during the heart of
the crisis in March, and has since moved slightly higher in fits and starts.
The yield moved above 0.9% and came close to 1.0% in December, but just
barely failed to cross above that threshold.

Earnings collapse,
but rise smartly by the
fourth quarter.

Earnings collapsed in the first and second quarters before rebounding
smartly in the third. And it appears corporate profits could actually hit an
all-time high in the fourth quarter.
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Stocks, bonds and cash
all return less than 5% for
only the fourth time in 25
years.

Stock prices have been extremely volatile this year, and are again nearing
record highs (the S&P 500 Index is up 16.9% for the year). With the Fed
anchoring short-term rates at zero, cash returns have been miniscule.
Bonds are performing better than we expected (The Bloomberg Barclays
U.S. Aggregate Bond Index is up 7.1%), but could experience headwinds if
longer-term yields rise.
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The dollar weakens as
global growth strengthens
in the second half.

The weakening dollar has been one of the major market stories in 2020.
Since the midpoint of the year, the dollar is down -7.6% as investors moved
out of safe-haven assets and as global growth has been strengthening.
Massive U.S. deficits have also dragged on the value of the dollar.
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Value and cyclicals
outperform growth and
defensive stocks in the
second half.

“Near-term market risks could be high, but
we expect global equity prices to be higher
one year from now.”

As of now, the Russell 1000 Value Index (21.3%) is slightly trailing the
Russell 1000 Growth Index (25.0%) since June 30. The cyclical/defensive
situation is more clear: An equal-weighted basket of cyclicals (22.4%) is well
ahead of defensive stocks (11.7%) in the second half of 2020.

Financials, technology and
health care outperform
utilities, energy and
materials in the second
half.

Our list of favored sectors is up 20.1% in the second half of 2020, and a
basket of our least-favored trails at 15.1%. Technology and health care
should continue to do well in an environment of quantitative easing, and the
financial sector appears undervalued.
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Active equity managers
outperform their indexes
for the first time in a
decade.

This trend held true earlier in the year, but the massive rally that took hold
in November caused many active managers who were underweight value
sectors to lose ground. Heading into the close of the year, only 36% of active
managers are beating their indexes.
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The cold wars within the
U.S. and between the U.S.
and China continue.

An optimist would hope that Americans would have used this time of crisis
to pull together, but the opposite is the case as political and social divisions
within the United States have worsened through 2020. And the relationship
between the U.S. and China (and, indeed, China and the rest of the world)
appears to be deteriorating as the countries move from being competitors to
adversaries.

10

<

OPINION PIECE. PLEASE SEE IMPORTANT DISCLOSURES IN THE ENDNOTES.

The coronavirus recession
and rise in unemployment
cause Donald Trump to be
a one-term president.

The “blue wave” scenario did not come to pass, but Donald Trump became
the first incumbent to lose his reelection bid since 1992. Looking ahead, we
expect political turmoil to remain high and gridlock to continue.
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Sources
Al market data from Bloomberg, Morningstar and FactSet
Active management data from Bank of America Merrill Lynch Research

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 financial professionals.

The views and opinions expressed are for informational and educational purposes only as of the date of production/writing and may change without notice at any time based on
numerous factors, such as market or other conditions, legal and regulatory developments, additional risks and uncertainties and may not come to pass. This material may contain
“forward-looking” information that is not purely historical in nature.

Such information may include, among other things, projections, forecasts, estimates of market returns, and proposed or expected portfolio composition. Any changes to assumptions
that may have been made in preparing this material could have a material impact on the information presented herein by way of example. Past performance is no guarantee of
future results. Investing involves risk; principal loss is possible.

Allinformation has been obtained from sources believed to be reliable, but its accuracy is not guaranteed. There is no representation or warranty as to the current accuracy, reliability
or completeness of, nor liability for, decisions based on such information and it should not be relied on as such. For term definitions and index descriptions, please access the
glossary on nuveen.com. Please note, it is not possible to invest directly in an index.

A word on risk

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 investing involves risk.
Investments are also subject to political, currency and regulatory risks. These risks may be magnified in emerging markets. Diversification is a technique to help reduce risk. Thereis
no guarantee that diversification will protect against a loss of income.

CFA® and Chartered Financial Analyst® are registered trademarks owned by CFA Institute.
Nuveen provides investment advisory services through its investment specialists.
This information does not constitute investment research as defined under MiFID
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