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CIO VIEWS: STRATEGY AND PORTFOLIO CONSTRUCTION
Munis get the job done
while DC still dithers

Bottom line up top

There’s a supply and demand problem — with data. Most of the
available good news, like loosening monetary policy and solid earnings
growth, is already baked into the current U.S. equity market rally.
Yet investors are showing only a little caution in the face of several

headwinds. Chief among these is the ongoing federal government Saira Malik, CFA
shutdown, which continues to delay the release of critical economic Head of Nuveen Equities
data, including the monthly nonfarm payrolls report and key inflation and Fixed Income,

metrics. The data deficit has left investors and the U.S. Federal Reserve Chief Investment Olfficer

in the dark at a time when illumination is needed most. O Gl e Gl

And though last week ended with at least a glimpse of government Investment Committee

inflation data — thanks to Labor Department staff who returned to As Head of Equities and Fixed
the office to produce the delayed (and ultimately benign) Consumer Income, Nuveen’s CIO and
Price Index print for September — we’re also relying on market- leader of our Global Investment
based indicators of inflation expectations, such as the 5- and 10-year Committee, Saira drives market
breakeven inflation rates (Figure 1). Both currently stand at roughly and investment insights,
2.3%, signaling a relatively stable outlook. delivers client asset allocation
views and brings together the
Meanwhile, earnings numbers are showing, and going, up. firm’s most senior investment
A solid third quarter earnings season for the S&P 500 Index continues leaders to deliver our best
apace, with year-over-year earnings growth at +9.2% as of 24 October. thinking and actionable
Technology and Al-driven firms are leading the pack, while health investment ideas. In addition,
care and some consumer sectors lag. Although the beats rate remains she chairs Nuveen’s Equities

Investment Council and is a
portfolio manager for several
key investment strategies.

high, the magnitude of upside is lower, suggesting that strong results
are already reflected in the S&P 500’s forward price-to-earnings (P/E)
ratio of 22.6x — a significant premium over its 10-year average of 18.6x.
Moreover, were entering a seasonal November-January period of
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historical weakness for momentum stocks. This could pose downside risks
for some of the high-flying Magnificent 7 names, especially given market
whispers of a potential AI bubble.

With much of the equity upside likely already priced in, and the macro
backdrop made more opaque by data delays, investors may want to
consider diversifying their portfolios by initiating or increasing allocations
to defensive, high-quality asset classes such as municipal bonds.

FIGURE 1: INFLATION EXPECTATIONS ARE STABILIZING
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Data source: Federal Reserve Bank of St. Louis, 20 Oct 2025.

Portfolio considerations

Municipal bonds have rebounded impressively over the past two
months, having underperformed taxable fixed income assets by a wide
margin for most of the year. The dominant headwind has been historically
high supply. Primary new issuance exceeded $400 billion year-to-date
through September, meaning supply in the first three quarters of 2025
had already surpassed the $381 billion annual average seen over the
previous decade.

But while supply has been hot, demand has not: Over 2022 and 2023,

a massive $175 billion exited the asset class, representing the largest
calendar-year outflow on record. Investors began returning to munis in
2024, with $41.5 billion in net positive flows. Year-to-date net inflows

for 2025 stood at $35.5 billion through 16 October. While the return to
positive flows is encouraging, the amount that’s returned to the asset class
is less than half of what left during the record outflows.
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That said, we expect investor demand to continue rising given the current
backdrop of elevated yields, healthy fundamentals and the prospect of
additional Fed rate cuts, which should push cash yields lower and help
sway investors still on the sidelines to re-enter the market.

The municipal yield curve has nearly doubled in steepness since the start
of 2025. The 1-to-30 year yield differential has expanded from 91 basis
points (bps) to 170 bps as of 20 October. As a result, investors are being
rewarded with higher yields as they move further out on the muni curve
(Figure 2). For investors open to lengthening duration and taking on
credit risk, high yield municipals offer a tax-equivalent yield of 9.53% for
those in the top income tax bracket. That’s one of the most compelling
levels of income across the entire fixed income universe. High yield munis
can be paired with investment grade municipal exposure (ICE BofA U.S.
Municipal Securities Index), where the current spread and yield are in
the 81st and 84th percentiles, respectively, relative to their trailing 10-
year averages.

Lastly, fundamentals for issuing municipalities remain strong. Revenue
collections and reserves are near the highest levels in more than 40 years.
Meanwhile, credit rating upgrades continue to exceed downgrades, as
they have over the past five years, and muni defaults are rare, isolated and
idiosyncratic.

FIGURE 2: INVESTORS BEING REWARDED FOR EXTENDING
MATURITIES
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Data sources: Bloomberg, L.P, Nuveen Portfolio Strategy Group, 20 Oct 2025, Taxable-equivalent yield (TEY) is the yield a taxable investment needs
to possess (before taxes) for its yield to be equal to that of a tax-free municipal investment. The yields shown are based on the highest individual
marginal federal tax rate of 37%, plus the 3.8% Medicare tax on investment income. Individual tax rates may vary. They do not take into account the
effects of the federal alternative minimum tax (AMT) or capital gains taxes.
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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.
Investing in municipal bonds involves risks such as interest rate risk, credit risk and
market risk. The value of the portfolio will fluctuate based on the value of the underlying
securities. There are special risks associated with investments in high yield bonds,
hedging activities and the potential use of leverage. Portfolios that include lower rated
municipal bonds, commonly referred to as “high yield” or “junk” bonds, which are
considered to be speculative, the credit and investment risk is heightened for the
portfolio. Bond insurance guarantees only the payment of principal and interest on the
bond when due, and not the value of the bonds themselves, which will fluctuate with the
bond market and the financial success of the issuer and the insurer. No representation
is made as to an insurer’s ability to meet their commitments.

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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