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Key takeaways
• During the first quarter, the Intermediate Government/Credit strategy performed

in line with its benchmark, the Bloomberg Intermediate U.S. Government/Credit
Index.

• Security selection, including a higher-quality bias across corporate holdings, and
yield curve positioning contributed to performance.

• The strategy had no meaningful performance detractors during the quarter.

Market review
Economic growth remained solid, although the outlook was clouded by the conflict in the

Middle East. Early estimates indicate U.S. gross domestic product (GDP) grew roughly 2.5%

year over year in the first quarter, a slight acceleration from 2025's pace. Following earlier

signs of softening, the U.S. labor market surprised to the upside in March's report, with

unemployment edging down to 4.3%. With the Strait of Hormuz effectively closed amid the

Iran conflict, West Texas Intermediate (WTI) oil prices surged in March and ended the

quarter above $100 per barrel, after averaging around $60 over the prior three months. While

it is too early for this move to materially affect economic activity or reported data, it will likely

add upward pressure to global inflation in coming months. Inflation releases — still affected

by reporting delays after last quarter's government shutdown — showed the core Personal

Consumption Expenditures (PCE) Price Index, the preferred measure used by the Federal

Reserve (Fed), at 3.0% year over year through February.

Global central banks generally struck a more hawkish tone at their March meetings, reflecting

the risk of higher near-term inflation from rising oil prices. The Fed held rates steady at

3.50%-3.75% in January and March, though some participants revised inflation and rate

projections higher. Three other major developed-market central banks — the European

Central Bank (ECB), Bank of Japan (BoJ) and Bank of England (BoE) — also left policy

unchanged during the quarter. The Reserve Bank of Australia began to tighten amid healthy

economic activity, raising rates twice by 25 basis points. Messaging shifted more cautious

overall, with the Fed adopting a wait-and-see approach to additional cuts this year. The ECB

and BoE highlighted upside inflation risks and signaled that rate hikes remain possible this

year, while the BoJ maintained a hawkish stance, emphasizing inflation control over

growth risks.

U.S. Treasury yields traded in well-defined range until the Iran conflict escalated, sending

rates sharply higher — particularly at the front end of the curve — as expectations for Fed rate

cuts were pushed out. The curve flattened as two-year Treasury yields rose 32 basis points

over the quarter, while 30-year yields finished only 4 basis points higher. Ten-year Treasury

yields increased 12 basis points to 4.30%, as the March selloff reversed an earlier rally.
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Credit spreads widened as well, contributing to flat-to-
negative total returns across most fixed income asset 
classes. The broad-based Bloomberg U.S. Aggregate Bond 
Index returned -0.05% for the quarter.

In the investment grade corporate sector, spreads traded in 
a 71-93 basis point range. Spreads widened through 
February amid concerns about artificial intelligence (AI) 
driven disruption and early signs of stress in private credit. 
Volatility intensified in March as the Middle East conflict 
escalated, and the Strait of Hormuz was effectively closed. 
Despite this challenging backdrop, the asset class proved 
resilient, with spreads retracing part of the move to end the 
quarter at 89 basis points. Primary issuance was 
exceptionally strong, led by Amazon's landmark $37 billion 
offering. Total investment grade corporate issuance reached 
$658 billion — the largest first quarter on record and 
roughly 18% ahead of last year's pace. Sector performance 
reflected the quarter's key themes: energy-related 
subsectors outperformed on higher oil prices, while event 
risk and AI-disruption concerns weighed heavily on media 
and entertainment, life insurers and finance companies. 
Overall, the broader investment grade corporate sector 
underperformed Treasuries, ending the quarter with a total 
return of -0.54% (Bloomberg U.S. Corporate Bond Index). 
The strategy's benchmark, the Bloomberg Intermediate
U.S. Government/Credit Index, returned -0.02% during
the quarter.

Portfolio review
During the quarter, the Intermediate Government/Credit 
strategy outperformed its benchmark, the Bloomberg 
Intermediate U.S. Government/Credit Index, on a gross of 
fees basis but underperformed net of fees.

The primary contributor to performance was security 
selection within both the investment grade corporate and 
Treasury sectors. Within corporates, the strategy's 
higher-quality bias among holdings benefited results. By 
sector, security selection in finance was the largest 
contributor, particularly within the insurance subsector.

The strategy's relative yield curve positioning also 
contributed modestly to results versus the benchmark.

The strategy had no meaningful performance detractors 
during the quarter.

In the corporate portion of the portfolio, we reinvested 
maturities and extended duration during the quarter by 
purchasing Amazon, Waste Management, Abbott 
Laboratories and UnitedHealth bonds.

In the government portion of the portfolio, we purchased 
4-5 year Treasuries in February.

Overall portfolio duration remained close to neutral 
throughout the quarter, ending the period slightly longer 
than the benchmark.

Outlook
We have updated our macroeconomic and market forecasts 
to reflect the likely effects of the war in the Middle East, 
though uncertainty remains high. We now expect U.S. real 
GDP growth of 1.8%, 0.2% below our prior forecast, 
primarily reflecting a likely drag on consumption as higher 
fuel prices weigh on households. That headwind should be 
partly offset by a modest lift in business fixed investment 
from the oil-extraction sector. We have also raised our core 
inflation forecast by 0.3% to 2.8%, reflecting the 
pass-through from higher oil prices along with some 
disinflationary pressure as tariff effects fade. We continue to 
expect the labor market to remain broadly stable.

In light of these revisions, we now expect the Fed to remain 
on pause longer than previously anticipated. Instead of a 
rate cut around mid-year, we now expect the first cut in the 
second half of the year. Accordingly, the second cut in our 
forecast will likely shift to 2027. Outside the United States, 
we continue to expect at least one rate hike from the ECB 
this year and two hikes from the Bank of Japan. We expect 
Treasury yields to rally modestly and the yield curve to 
steepen over the course of 2026. We continue to forecast the 
10-year Treasury yield will remain around the 4.00%-4.25% 
level, likely ending the year near the bottom of that range.

Entering the second quarter, the most consequential risk 
factors for investment grade corporates are the scale, 
duration and ultimate resolution of the Middle East conflict, 
together with the trajectory of global oil prices. The energy 
price shock is exerting upward pressure on inflation and 
creating meaningful headwinds for economic growth, while 
uncertainty about the status of the Strait of Hormuz drives 
global shipping costs higher, compounding inflationary 
dynamics. Separately, the extraordinary expansion of AI 
represents a structural market force with multi-year 
implications, with AI-driven innovations disrupting 
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Minimum investment is $250,000.

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. Fixed 
income investments emphasize U.S. government agency debt securities. Debt or fixed income 
securities are subject to credit risk and interest rate risk. The value of and income generated by debt 
securities will decrease or increase based on changes in market interest rates. Credit risk refers to 
an issuer's ability to make interest and principal payments when due.
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 Bloomberg U.S. Intermediate Government Index measures the non-securitized component 
of the U.S. Aggregate Index with maturities of 1 to 9.999 years. The Bloomberg U.S. Intermediate 
Investment Grade Corporate Index is a broad based benchmark that measures the investment 
grade, fixed-rate, taxable corporate bond market. It includes U.S. dollar-denominated securities 
publicly issued by U.S. and non-U.S. industrial, utility and financial issuers that have between 1 and 
up to, but not including, 10 years to maturity. The Bloomberg U.S. Corporate Bond Index 
measures the investment grade, fixed-rate, taxable corporate bond market. It includes U.S. 
dollar-denominated securities publicly issued by U.S. and non-U.S. industrial, utility and financial 
issuers. 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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traditional business models. Hyperscaler capital 
expenditure programs, merger and acquisition (M&A) 
activity and opportunistic prefunding made sizable 
contributions to first-quarter issuance. That said, we expect 
supply to moderate from its historic first-quarter pace, with 
technical support gradually building, though we remain 
mindful of potential geopolitical disruptions. We expect 
investment grade corporate spreads to drift modestly wider, 
trading in a range between 85 and 100 basis points through 
the second quarter, with the potential for modest tightening 
amid moderating supply and supportive technicals. Further 
escalation of geopolitical risks, however, could spark bouts 
of heightened volatility that challenge this range.

In the corporate bond portfolio, we continue to favor 
positioning that emphasizes higher credit quality and 
liquidity. Our preferred high-quality sectors include 
banking, consumer noncyclical and utilities. We maintain a 
more selective stance in the basic industry, energy and 
transportation sectors, given rich valuations and ongoing 
cyclical risks.

In the government portion of the portfolio, the strategy no 
longer owns any government-sponsored enterprise (GSE) 
bonds given the limited supply and lack of relative value 
versus similar duration Treasuries.

We are currently positioning the portfolio with a modestly 
long duration and a yield curve steepening bias.


