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Investing in a power-
hungry economy

Bottom line up top

Inflation didn’t get the memo. In his 1970 book Winning on Wall
Street, the late Marty Zweig coined one of the investment industry’s

most famous mantras: “Don’t fight the Fed.” The legendary finance guru
was simply acknowledging the U.S. Federal Reserve’s ability to achieve

its policy goals, and therefore it’s generally wiser to align investment
strategies with the central bank’s policy (or at least its anticipated impacts)
than to bet against it. Now, however, after nearly three years of trying, the
Fed remains uncomfortably far from bringing the annualized inflation
rate down to its 2% target. Meanwhile risk assets — especially equities —
have staged a remarkable rebound from the bear market of 2022.

The victory lap is on hold, much like the fed funds rate.
Although year-over-year inflation in this economic cycle peaked at
roughly 9% in 2022, interest rate hikes haven’t had quite the desired
effect on economic activity or price pressures as expected. The U.S.
economy has remained resilient in defiance of the Fed’s protracted
restrictive monetary policy. Among the latest examples of strength was
a spike in industrial production in December 2024 (Figure 1). The big
jump, fueled by production increases in mining (+1.8%), factory output
(+0.7%) and utilities (+2.1%), belies the contractionary trend in the
broader manufacturing sector over much of the past two years. This is
just one of many indications that the economy continues to put up one
heck of a fight against the Fed. And though the matchup may have more
rounds to go, it’s hard to argue that the economy is losing.

Secular, not cyclical, trends could help power investment

returns. Economic resilience and sticky inflation have lowered the
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The U.S. economy
has remained

odds of steady easing by the Fed. And higher-for-longer rates make an restlient in
eYentual economic slowd(?wn more likely,. in our view, despite recent defiance of the
history. Rather than fighting (or not fighting) the Fed as a central tenet ,

of their approach, investors can choose to focus on their long-term Fed’s protracted
goals, identify compelling secular trends and allocate a portion of their restrictive
portfolios to asset classes that have the potential to weather all types of monetary policy.

market environments.

FIGURE 1: U.S. INDUSTRIAL PRODUCTION SPIKED IN DECEMBER
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Data source: Bloomberg, L.P, 31 Dec 2024. Representative index: U.S. Industrial Production Month Over Month Index.

Portfolio considerations

Recent economic trends and market dynamics highlight the potential
advantages of investing in publicly listed infrastructure as part of a well-
diversified portfolio. These companies own or operate assets that facilitate the
movement of people, energy, goods, commodities and information — in short,
supporting economic activity and everyday living. And as an investment,
listed infrastructure has historically been an effective hedge against inflation.
This makes it a compelling asset class in an economy that’s still grappling
with sticky inflation and could face further inflationary pressures from the
anticipated implementation of higher tariffs.

A particular tailwind for listed infrastructure is the global “mega theme” of
exponential growth in energy demand. This phenomenon is being fueled by
three main drivers:

1. Aye-aye, AI — and other power plays. The emergence and evolution
of generative artificial intelligence (AI) and the associated need for data
centers offers energy infrastructure opportunities on a massive scale.
Global current investment in Al stands just shy of $235 billion, with
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3.

The structural mega theme of surging global energy demand represents a wide-

forecasts reaching $631 billion by 2028, according to International Data
Corporation (IDC), a global technology research firm. And consulting firm
McKinsey & Co. recently raised its outlook for total U.S. energy demand in
2030 by 50%, from 400 to 600 terawatt hours (TWh). U.S. data centers are
expected to account for 12% of that projected total. Other sources of rising
energy demand include the continued electrification of the global economy
and increased onshoring and nearshoring of operations by U.S.-based
manufacturing companies.

Capex marks the spot. Accelerated capital expenditures (capex) on

new renewable, gas and nuclear energy generation, along with power grid
upgrades, will be hallmarks of the future U.S. energy landscape. Figure 2
shows the scope of the change we anticipate in U.S. power demand over the
next 15 years. Meeting this demand will require substantial capex growth
to support the electric grid and bring new generating capacity online.

What’s in the pipeline, and keeping it clear. Significant investments
in electric transmission and natural gas pipelines will enable augmented
generation capacity. While renewable technologies like wind and solar are
key pieces of the power puzzle, electricity generated by natural gas can

help provide power around the clock, regardless of weather conditions.
Moreover, demand for gas-powered generation has risen as coal plants have
been retired and the overall market share for renewables has grown.

ranging generational investment opportunity. A strategic portfolio allocation to
listed infrastructure provides exposure to many aspects of this mega theme, as
well as enhanced potential for diversification and inflation buffering.

FIGURE 2: ENERGY DEMAND IS GROWING EXPONENTIALLY,
THANKS IN PART TO THE AT BOOM

U.S. power demand (thousand TWh)

Historical M Incremental to 2020 +38%

5.3
[V)
+9% 4

4.8
4.4
0
I 3.8 3.8 3.8
3.5

2000 2005 2010 2015 2020 2025 2030 2035 2040

Data source: McKinsey Energy Solutions Global Energy Perspective 2024; EIA AEO 2023.
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The structural
mega theme of
surging global
energy demand
represents a
wide-ranging
generational
investment
opportunity.



About Nuveen’s Global Investment Committee

Nuveen’s Global Investment Committee (GIC) brings together the most senior
investors from across our platform of core and specialist capabilities, including

all public and private markets.

Regular meetings of the GIC lead to published outlooks that offer:

« macro and asset class views that gain consensus among our investors

« insights from thematic “deep dive” discussions by the GIC and guest experts
(markets, risk, geopolitics, demographics, etc.)

guidance on how to turn our insights into action via regular commentary

and communications

For more information, please
visit nuveen.com.

Endnotes

Sources
All market and economic data from Bloomberg, FactSet and Morningstar.

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. Performance data
shown represents past performance and does not predict or guarantee 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.

Important information 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. Because infrastructure portfolios
concentrate their investments in infrastructure-related securities, portfolios have
greater exposure to adverse economic, regulatory, political, legal, and other changes
affecting the issuers of such securities. Infrastructure-related businesses are subject
to a variety of factors that may adversely affect their business or operations, including
high interest costs in connection with capital construction programs, costs associated
with environmental and other regulations, the effects of economic slowdown and
surplus capacity, increased competition from other providers of services, uncertainties
concerning the availability of fuel at reasonable prices, the effects of energy
conservation policies and other factors. Additionally, infrastructure-related entities
may be subject to regulation by various governmental authorities and may also be
affected by governmental regulation of rates charged to customers, service interruption
and/or legal challenges due to environmental, operational or other mishaps and the
imposition of special tariffs and changes in tax laws, regulatory policies and accounting
standards. There is also the risk that corruption may negatively affect publicly funded
infrastructure projects, especially in emerging markets, resulting in delays and cost
overruns. In addition, investing internationally presents certain risks not associated
with investing solely in the U.S., such as currency fluctuation, political and economic
change, social unrest, changes in government relations, differences in accounting
and the lesser degree of accurate public information available, foreign company risk,
market risk and correlation risk. It is important to review your investment objectives,
risk tolerance and liquidity needs before choosing an investment style or manager.

This information should not replace an investor's consultation with a financial
professional regarding their tax situation. Nuveen is not a tax advisor. Investors should
contact a tax professional regarding the appropriateness of tax-exempt investments
in their portfolio. If sold prior to maturity, municipal securities are subject to gain/
losses based on the level of interest rates, market conditions and the credit quality
of the issuer. Income may be subject to the alternative minimum tax (AMT) and/or
state and local taxes, based on the state of residence. Income from municipal bonds
held by a portfolio could be declared taxable because of unfavorable changes in tax
laws, adverse interpretations by the Internal Revenue Service or state tax authorities,
or noncompliant conduct of a bond issuer. It is important to review your investment
objectives, risk tolerance and liquidity needs before choosing an investment
style or manager.

Nuveen, LLC provides investment services through its investment specialists.
This information does not constitute investment research as defined under MiFID.
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