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Key takeaways
• During the second quarter, the International Opportunities ADR strategy

underperformed the MSCI ACWI ex USA Growth Index.

• The portfolio's underperformance was driven by unfavorable stock selection in the
information technology, consumer discretionary and industrials sectors as well as
an overallocation of cash.

• Our team continues to identify long-term structural growth opportunities in
non-U.S. stocks against a favorable market backdrop outside the U.S.

Market review
Non-U.S. equity markets mounted an impressive rebound during the period as investors

generally looked past macroeconomic and geopolitical concerns. While easing tensions in

the Middle East helped oil prices retreat, relieving worst-case scenario inflation fears, overall

inflation stayed elevated. Against this backdrop, the European Central Bank (ECB) and Bank

of Japan (BoJ) both increased rates by 25 basis points in 2Q, with Japan's key short-term rate

reaching 1.0%, its highest level since 1995. Other major central banks also signaled hawkish

intentions.

Outside the U.S., emerging market (EM) equities dramatically outperformed their developed

market peers — though both the developed market MSCI EAFE Index (+10.8% in U.S. dollar

terms) and the MSCI Emerging Markets Index (+24.1%) posted double-digit gains for the

quarter.

Eurozone (+15.3%) and Japanese (+14.2%) stocks drove the EAFE's return. In the the

eurozone, Netherlands (+36.0%), the region's third-largest market by capitalization, handily

outperformed the two largest markets, Germany (+8.1%) and France (+8.7%). Smaller

markets like Austria (+22.4%) and Belgium (+17.3%) also outperformed. Elsewhere in

Europe, the U.K. (+4.1%) lagged on a relative basis, while Norway (-14.1%) was the only

market to post a loss, a function of its large offshore energy companies struggling as the

Brent oil price benchmark plunged.

In Japan, equities were supported by a further steepening of the yield curve and strong

performance by Japanese exporters and financials. The BoJ's widely anticipated rate hike,

aimed at curbing incipient inflation given accelerating wage growth and rising producer

prices, also helped.

Within EM, Asia (+31.0%) was the best-performing region, led by outsized gains in Taiwan

(+48.9%) and South Korea (+87.6%), which were driven by the artificial intelligence (AI)

trade. But stocks in China, the largest single-country component of the overall EM index,

ended the quarter lower (-6.6%), in large part due to weak domestic economic data.
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Portfolio review
The International Opportunities ADR strategy 
underperformed its benchmark, the MSCI ACWI ex USA 
Growth Index, on a gross- and net-of-fees basis in the 
second quarter of 2026. Within the ACWI ex USA index, 
growth stocks beat value shares by +471 basis points (bps) — 
a trend reversal from the first quarter of 2026 and from 
much of the past five years, during which value had been 
leading growth by +771 bps since 2021. This disparity 
between value and growth was a key reason the strategy 
instituted a benchmark change in 2025, replacing the core 
ACWI ex USA index with the Growth version. Although
the strategy had historically used the core index due to 
distribution purposes, that benchmark became less 
applicable for performance comparisons over the past
five years given the strategy's tilt toward growth.

From a factor perspective, underweight positions in high 
momentum/growth areas detracted from relative perfor-
mance during the quarter. Negative stock selection and 
overall allocation within EM exerted a drag on results as 
well.

The largest sector detractor in 2Q was information 
technology, fueled mainly by negative stock selection
and an underweight allocation. Consumer discretionary 
(unfavorable stock selection and overweight exposure to the 
lagging sector) and industrials (negative stock selection) 
also hindered returns. The top contributor was communi-
cation services, thanks to both an underweight allocation
to the underperforming sector and positive stock selection.

Regarding country attribution, South Korea was the leading 
detractor given a lack of available ADRs for large benchmark 
constituents in the outperforming market. Hong Kong also 
hindered performance due to a combination of unsuccessful 
stock selection and an overweight position in the lagging 
market. Japan and the Netherlands, in contrast, were the 
two most additive countries on the strength of good stock 
selection.

Contributors
Among individual names, Japanese electronic components 
manufacturer Murata Manufacturing Co., Ltd. was the 
largest contributor to the strategy's return versus the 
benchmark. Murata's shares climbed during 2Q as AI 
infrastructure spending boosted demand expectations for 
the company's chip components. Better-than-expected 
earnings and a positive outlook on automotive electronics 

and advanced driver-assistance systems, areas in which 
Murata specializes, also supported the stock.

The next-largest contribution to relative performance came 
from Taiwan Semiconductor Manufacturing Co. (TSMC), 
Ltd., another notable beneficiary of the global AI trade. 
TSMC's management raised its 2026 revenue forecast and 
announced increased investment to expand the company's 
advanced manufacturing production capabilities to help 
meet growing demand for AI infrastructure.

Dutch photolithography manufacturer ASML Holding NV 
also contributed meaningfully. The company's stock was 
supported by several sell-side analyst price target upgrades, 
as well as accelerating demand for AI infrastructure, with 
growing confidence that ASML — a global supplier of 
technology hardware needed to manufacture semicon-
ductors — would continue to benefit from sustained demand 
trends.

Detractors
On a company-specific basis, South Korean chipmaker SK 
Hynix Inc., detracted the most from the strategy's relative 
results for the period. While SK Hynix's shares soared along 
with those of other Asian tech firms quartering 2Q, a lack of 
exposure to the stock meant the portfolio did not participate 
in its gains.

Chinese e-commerce giant Alibaba Group Holding Limited 
was the second-largest detractor, reflecting soft retail 
spending and subdued consumer confidence in China, as 
well as intensifying competition in e-commerce and food 
delivery services.

Samsung Electronics Co., Ltd. rounded out the list of the top 
three detractors. As with SK Hynix, Inc., the strategy had no 
exposure to Samsung and missed out on sizable gains, which 
were driven by record-high quarterly operating profits in its 
semiconductor division, along with rising memory prices 
and soaring demand for the company's advanced HBM4 
(high bandwidth memory 4) chips.

Portfolio positioning
As of the end of the second quarter, the strategy's largest 
sector overweights were consumer staples, consumer 
discretionary and utilities. The leading underweights were 
communication services, materials and industrials. In terms 
of countries, France, Brazil and Hong Kong represented the 
biggest relative exposures, with South Korea, China and the 
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Minimum investment is $100,000.

Important information on risk
All investments carry a certain degree of risk, including possible loss of principal, 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. 
Investment in non-U.S. stocks presents risks such as political risk, exchange rate risk, lack of 
liquidity and inflationary risk, economic change, social unrest, changes in government relations, and 
different accounting standards. These additional risks may be heightened for securities of issuers 
located in, or with significant operations in, emerging market countries as such countries may have 
a higher degree of economic instability, unsettled securities laws and inconsistent regulatory 
systems. This strategy may invest in American Depositary Receipts (ADRs). ADRs do not eliminate 
the currency and economic risks for the underlying shares in another country. In addition, growth 
stocks or growth investing may fall out of favor and underperform value stocks and other investing 
styles over any period of time. Certain sectors or growth stocks may shift characteristics over a long 
market cycle and may not perform in line with stated benchmarks.
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 professional.
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. All information 
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.

Glossary
The MSCI ACWI ex USA Index captures large and mid cap representation across 22 of 23 
Developed Markets (DM) countries (excluding the US) and 23 Emerging Markets (EM) countries. 
With 1,853 constituents, the index covers approximately 85% of the global equity opportunity set 
outside the US. Volatility is the fluctuation in market value of a portfolio or other security. The 
greater a portfolio's volatility, the wider the fluctuations between its high and low prices. It is not 
possible to invest directly in an index. Clients should consult their financial professional 
regarding unknown financial terms and concepts.
Nuveen Asset Management,LLC, is a registered investment adviser and an affiliate of Nuveen,LLC.
CFA® and Chartered Financial Analyst® are registered trademarks owned by CFA Institute.
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United Kingdom the smallest.

Three portfolio positions were eliminated and five were 
added over the course of the second quarter, continuing the 
approach favored by the new portfolio management team, 
which assumed responsibility for the strategy in February 
2025. The team continues to reposition the portfolio into 
larger-cap securities and further into a growth style. 
Throughout the quarter, the portfolio's sector weights 
increased the most in information technology and decreased 
the most in consumer discretionary. As for countries, 
exposure to Japan increased the most, and to Hong Kong 
decreased the most. Lastly, the strategy's EM underweight 
now stands at -762 bps.

Outlook
We remain constructive on non-U.S. markets. That said, 
global economic backdrop for the second half of 2026 is 
more uncertain than it appeared at the start of the year. 
Among the potential headwinds are risks associated with
the still-unresolved U.S.-Iran war, elevated oil prices and
a recalibrated monetary policy outlook. At the same time, 
while AI capital expenditures remain a massive driver of 
market performance with high visibility, a reversal of the 
momentum trade — particularly for semiconductor stocks 
(including Asian companies whose shares have skyrocketed 

year to date).

We favor defensive European stocks, particularly financials, 
defense and select income-oriented sectors as a compelling 
valuation counterweight to elevated price/earnings (P/E) 
multiples for U.S. tech shares. Japanese equities also 
warrant attention, as they continue to benefit from 
corporate governance reform, a favorable currency back-
drop and increased AI-adjacent investment.

In EM, the opportunity set is narrow but meaningful, 
concentrated in the AI hardware supply chain. We're also 
leaning into the HALO (heavy assets, low obsolescence) 
theme, most notably regulated utilities and other power 
generators positioned to meet a generational surge in 
electricity demand. These companies offer a durable, 
infrastructure-backed complement to high-growth AI 
exposure.

On balance, we continue to identify high-quality names in 
countries and regions outside the U.S. where growth trends 
look favorable, creating opportunities for investors with 
diversified, long-term investment strategies.


