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Global equities market update

To balance risk, 
look beyond the obvious
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Record earnings meet elevated 
expectations and policy uncertainty

Mitigating risks and volatility is critical to navigating equity markets

Macroeconomic factors Market implications Risks to expectations

• The economy continues to demonstrate 
resilience despite multiple shocks (tariffs, 
immigration policy, and the U.S./Iran 
conflict)

• Federal reserve (Fed) policy is tied to the 
dual mandate (full employment and price 
stability), and the intermediate term 
direction remains uncertain

• Q2 2026 GDP tracking estimate came in 
at 1.2% QoQ annualized, pulling back 
from 2.5% previously, though domestic 
capex and manufacturing activity remain 
constructive

• Despite the uncertain backdrop, S&P 500 
earnings growth is now tracking above 
initial expectations, with consensus 2026 
EPS up >24% year-over-year

• Meeting or exceeding market implied 
expectations remains critical for equities 
to justify current valuations

• Select opportunities in durable AI 
business models, defensive European and 
Japanese equities, select EM supply 
chain, and infrastructure-backed power 
generators

• Active management opportunities due to 
increased risks in various areas of equity 
markets (i.e. small caps, international and 
software)

• Central bank policy error and/or 
uncertainty surrounding the Fed 
leadership transition to Chair Warsh, who 
has signaled a commitment to price 
stability and a higher bar to cut

• Downward earnings revisions driven by 
margin contraction and/or demand 
destruction

• Entrenchment of elevated global 
inflationary pressures 

• Labor market softening is increasingly 
mixed: May payrolls surged, but June 
data showed weaker BLS cyclical payrolls

• Geopolitical and trade conflicts: the U.S.-
Iran peace process remains a two-step 
MOU — fragile, and subject to re-
escalation

Macro factors
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Geopolitics and trade policy continue to 
remain in flux

Data source: Bloomberg, L.P., Nuveen Macro Research, 31 Dec 1900 – 30 Jun 2026.
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Macro factors

The net effective tariff rate is in transition from IEEPA tariffs to Section 122/Section 301 and there are  
continued upside risks from USMCA renegotiation
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Oil prices often revert to normal after 
price shocks

Data source: Strategas Securities, LLC, Daily macro brief, 02 Mar 2026. Performance data shown represents past performance and does not predict or guarantee future results. Average includes all 24 events in the full dataset, including 

those not shown.
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Prices stabilizing below $70 would provide meaningful relief to consumers, ease inflation pressure, and reduce the 
likelihood of a Fed rate hike

Macro factors
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Market pricing shifts from cuts to 
potential hikes

Opinions of Nuveen, July 2026.

Macro factors

Conditions that could prompt cuts

1 – U.S. unemployment rate sustains a move toward 4.5%+

2 – Oil prices drop materially, easing inflation pipeline

3 – Supercore services inflation rolls over convincingly

Fed pauses rate cuts

1 – Core PCE at 3.4% YoY; supercore services at 4.3% 6-
month annualized rate

2 – Upward wage pressure

3 – Financial conditions remain broadly accommodative; 
credit spreads near historic lows
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Fed funds reprice higher as inflation and 
labor data surprise to the upside

Data sources: Bloomberg as of 30 Jun 2026.

Fed Funds Futures are likely to remain as volatile as the data that they are dependent on

Macro factors

3.0

3.2

3.4

3.6

3.8

4.0

4.2

Jan Mar Apr Jun Jul Sep Oct Dec Jan

Fed meeting

31-Mar-26 1W Ago 1M Ago

Implied Fed Funds Rate

-0.2

0.0

0.2

0.4

0.6

0.8

1.0

1.2

1.4

1.6

1.8

Jun Jul Sep Oct Dec Jan

Fed meeting

31-Mar-26 1W Ago 1M Ago

Implied number of 25 bps rate cuts



0.3”

2.45”

0.2”

2.45”

0.2” 0.2” 0.3”

2.45” 2.45”

10.4”

0.3” 2.75” 2.95” 5.4” 5.6” 8.05” 8.25” 10.7”

5.1” 5.1”

5777958

7nuveen   |OPINION PIECE. PLEASE SEE IMPORTANT DISCLOSURES IN THE ENDNOTES.

Dollar near 52-week highs, but sentiment 
remains reserved

Source: Bloomberg, Nuveen Portfolio Strategy & Solutions, 31 Dec 2021 – 30 Jun 2026. Performance data shown represents past performance and does not predict or guarantee future results.
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Macro factors

Global central bank policy is diverging, while major central banks are cautious on the timing and pace of policy 
decisions
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Consumer spending holds, but declining 
savings rate signals stress 

Data source: Bureau of Economic Analysis, 31 May 2026. Wages and salaries include typical government social benefits such as Social Security, Medicare, Medicaid, unemployment insurance and veterans’ benefits. Personal savings represent a percentage 

of disposable personal income.
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The K-shaped dynamic is 
intact, but the headline 
number is masking 
underlying fragility 
among lower-income 
cohorts.

Macro factors

“K” shaped consumer spending data continues to support overall consumption
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Q2 Recap: S&P 500 posts strongest 
quarter in six years as Iran risk fades

Forward P/E and Expected EPS Growth based on the blended forward 12M earnings estimates, excluding negative values, as of 30 Jun 2026.

Market implications

Total return Forward 12M

Current forward P/E vs history

(lower = better)

Current expected EPS growth

Percentile vs history

Category/Index 1Mo 3Mo YTD 6Mo 1Yr

Forward 

P/E

Exp. EPS 

growth % 3Y 5Y 10Y 3Y 5Y 10Y

S&P 500 Index -1.22 18.57 10.19 9.39 22.29 21.3 22.4% 7% 36% 43% 100% 98% 95%

Russell 1000 Growth Index -3.38 21.13 5.33 4.51 17.70 24.9 29.0% 2% 8% 22% 100% 100% 100%

Russell 1000 Value Index 2.51 16.28 16.22 15.36 27.05 18.8 16.9% 87% 92% 85% 98% 93% 90%

Russell 2000 Index 4.21 25.77 22.69 21.82 40.91 16.2 40.1% 7% 39% 35% 100% 100% 100%

MSCI EAFE Index 1.05 11.55 9.90 9.62 20.94 16.2 9.0% 82% 89% 76% 68% 72% 67%

MSCI Emerging Markets Index -2.55 22.83 24.00 24.16 44.15 13.7 31.0% 2% 6% 15% 97% 98% 99%

MSCI Europe Index 3.74 12.67 11.31 11.23 22.58 15.9 9.3% 91% 95% 75% 77% 77% 64%

MSCI Japan Index 1.88 15.07 20.25 20.25 45.76 17.2 11.8% 72% 83% 78% 100% 95% 92%

MSCI United Kingdom Index 1.47 3.94 7.66 7.56 24.26 13.4 13.7% 50% 70% 60% 75% 78% 63%

MSCI China Index -7.74 -6.82 -14.27 -14.82 -4.89 10.3 7.0% 22% 38% 25% 23% 27% 29%

S&P Global Infrastructure Index 2.89 1.66 10.04 9.74 16.71 18.4 9.1% 85% 91% 68% 76% 47% 48%
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Scenario analysis for the U.S. equity 
market1,2

1 Views expressed are a combination of quantitative and qualitative analysis from the Equities Investment Council, based on a combination of earnings, valuations, and S&P 500 data. Scenario probabilities are opinions of Nuveen, and subject to change. 
Certain statements may be deemed forward-looking statements. Please note that any such statements are not guarantees or intended to constitute a prediction of any future performance; actual results or developments may differ materially from those 
projected.

2 The views and information expressed herein do not reflect current geopolitical developments in Iran. The data contained within this document is subject to revision and will be updated at such time as greater certainty and clarity around the evolving 
situation becomes available.

3 S&P 500 targets are not guaranteed. The targets above are derived from both quantitative and qualitative factors, including historical returns and market conditions and assumptions. The targets are presented to establish a benchmark for future evaluation 
of performance and to provide a measure to assist in assessing anticipated risk and reward characteristics. Any target data or other forecasts contained herein are based upon subjective estimates and assumptions; if any of the assumptions used do not 
prove to be true, results may vary substantially.

Market implications

Potential 2026 outcomes for the S&P 500 Index1

Base case

Resilient economic growth, controlled inflation, 
solid AI results drive corporate earnings

Bull case

Dovish Fed achieves soft economic landing; AI 
trade accelerates

• Probability = 60%

• S&P 500 year-end close: 7,750

• 10-year U.S. Treasury yield: 4.50%

• S&P 500 EPS growth: 20.0% in 2026, 12.0% in 2027; 

P/E holds steady at 22.4x

• Fed reduces interest rates, remains cautious amid sticky 

inflation  

• Probability = 20%

• S&P 500 year-end close: 8,200

• 10-year U.S. Treasury yield: 4.00%

• S&P 500 EPS growth: 18.0% in 2026, 13.0% in 2027;   

P/E expands to 24.0x

• Fed continues to reduce interest rates, no tariff shocks, 

AI earnings outperform, capex increases 

Bear case

Growth reaccelerates due to fiscal expansion;  
inflation rises 

Bear case 

“Magnificent  7” equities correct due to AI  
disappointment

• Probability = 15%

• S&P 500 year-end close: 6,450

• 10-year U.S. Treasury yield: 5.00%

• S&P 500 EPS growth: 8.0% in 2026, 6.0% in 2027; P/E 

contracts to 21.0x

• Fed pauses as inflation rises from already high levels

• Probability = 5%

• S&P 500 year-end close: 5,000

• 10-year U.S. Treasury yield: 3.50%

• S&P 500 EPS contraction: 2.0% in 2026, 5.0% in 2027;  

P/E falls to 20.0x

• Fed cuts aggressively, but investors stay on sidelines 

and equity market does not rerate



0.3”

2.45”

0.2”

2.45”

0.2” 0.2” 0.3”

2.45” 2.45”

10.4”

0.3” 2.75” 2.95” 5.4” 5.6” 8.05” 8.25” 10.7”

5.1” 5.1”

5777958

11nuveen   |OPINION PIECE. PLEASE SEE IMPORTANT DISCLOSURES IN THE ENDNOTES.

Earnings carry the rally: EPS growth has 
offset multiple compression YTD

Data source: FactSet, 31 May 2011 – 30 Jun 2026. Performance data shown represents past performance and does not predict or guarantee future results.

S&P 500 earnings estimates hit a new high in June 2026, but the duration of the war 
could derail this narrative
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S&P 500 earnings 
estimates continue to 
climb with consensus 
2026 EPS at $340 
(implying +24% growth) 
and 2027 at $398 (+17% 
growth).

S&P 500 Index

Market implications
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Non-U.S. markets deliver outperformance 
in Q2, but selectivity remains essential

Data source: FactSet, 31 May 2011 – 30 Jun 2026. Performance data shown represents past performance and does not predict or guarantee future results.
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Market implications

These markets remain relatively cheaper on a valuation basis and are forecast to deliver strong earnings 
growth this year
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Global equities moved in lockstep with oil 
and rates in 1H 2026

Data source: Bloomberg, L.P., 17 Jul 2023 – 30 Jun 2026. Performance data shown represents past performance and does not predict or guarantee future results. Representative indexes: U.S. large caps: S&P 500 Index; Europe: MSCI Europe 

Index; Japan: MSCI Japan Index; China: MSCI China Index.

Forward 12-month expected earnings-per-share growth

-10%

-5%

0%

5%

10%

15%

20%

25%

Oct 2023 Jan 2024 Apr 2024 Jul 2024 Oct 2024 Jan 2025 Apr 2025 Jul 2025 Oct 2025 Jan 2026 Apr 2026

U.S. large caps Europe Japan China

Market implications

As oil fell toward $70 and rates retreated below 4.50%, equities rallied strongly, underscoring the mechanical 
linkage between energy prices, rates, and equity valuations
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The outperformance of dividend growers 
remains a structural theme

Data source: Ned Davis Research and Refinitiv. Copyright 2026 © Ned Davis Research, Inc. All rights reserved. Performance data shown represents past performance and does not predict or guarantee future results. Dividends are not guaranteed 

and will fluctuate. Dividend yield is one component of performance and should not be the only consideration for investment. The performance shown is for illustrative purposes only and does not predict the future performance of these groups or replicate any 

of Nuveens investment strategies. It is not possible to invest directly in an index. Index performance is not illustrative of any specific investment. For the Dividend Growth Strategy, the composite performance is provided in the appendix of this document. 

Returns assume reinvestment of dividends and capital gains but does not include any costs associated with investing. Different benchmarks and economic periods will produce different results. Other methods and market conditions may result in significantly 

different outcomes. For a description of how each stock is grouped by dividend policy, please refer to the Disclosures, located at the end of the presentation.
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Risk vs. return

Since 1973, dividend growers have provided higher returns with less risk

Market implications
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Record margins support sustained capital 
return to shareholders

*Data source: Bloomberg as of 31 Dec 2025. Performance data shown represents past performance and does not predict or guarantee future results. The years shown represent the last trading day of the year.

S&P 500 operating margins remain at record highs, and revenue growth outpaced cost growth for the 29th 
consecutive month in June 2026, supporting continued capital return capacity

S&P 500: Annual spending on dividends and share repurchases
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Market implications
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Index concentration persists, but market 
breadth is beginning to broaden out

*2025 is as of 30 Jun 2026. 

Data source: Nuveen as of 30 Jun 2026. Performance data shown represents past performance and does not predict or guarantee future results. The years shown represent the last trading day of the year.
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Market implications

High concentration in major U.S. equity indices remains an ongoing concern as the focus turns to AI capex 
monetization
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AI investments: infrastructure spending 
continues, but monetization now the test

Data source: Bernstein, data as of 30 Jun 2026. For illustrative purposes only. References to specific company stocks should not be construed as recommendations or investment advice. 

Market implications

Hyperscaler capex has exceeded 35% of total S&P 500 capex, reflecting a sustained infrastructure build-out phase

Hyperscale Capex: Alphabet, Meta, Microsoft, AWS
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AI is spending big. Will returns follow?

Data source: Bloomberg, L.P., 25 Jun 2026. Company references are for informational/illustrative purposes only and are not to be interpreted as a recommendation

AI returns are likely 

coming — but 

unevenly. Investors 

should focus on 

measurable 

outcomes and 

durable competitive 

advantage, not near-

term noise.

Record capex reflects deliberate investment against committed demand and long-term growth

Market implications
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Hyperscalers capex continues, but 
monetization questions are growing

Data source: Strategas, FactSet, data as of 31 Dec 2025. For illustrative purposes only. References to specific company stocks should not be construed as recommendations or investment advice. 

Market implications
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Management commentary gives no indication of capex spending slowing down

LTM Capex: Mag 7 vs. S&P 500
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The exponential growth in U.S. power demand within the next several years projected to increase, 
expectations for infrastructure growth to correspond to meet that demand 

Data source: ISO/RTO Forecasts, NERC ES&D, Utility IRPs, ICF. Historical demand represents data from NERC ES&D from 2000 to 2024. ICF demand projections from 2025 to 2050, as of Q4 2025.

.

Look for the second derivative trades 
from the AI boom and energy revolution

3.9
4.0 4.0

3.9

4.3 4.3 4.3 4.3 4.3

2005 2010 2015 2020 2025 2030 2035 2040 2045

Historical Incremental to 2025

+10%

+63%

4.0

4.4

4.8

5.3

Market implications

U.S. power demand (thousand TWh)
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Small caps regain interest after delivering 
one of their best quarters in years

*Data represented for the percentage of unprofitable companies are from the following quarters: Tech Bubble: Fourth quarter 2001; Global Financial Crisis: Fourth quarter 2008; Covid-19 Pandemic: First quarter 2020; Current: Third quarter 2025.

Data source: FactSet. Performance data shown represents past performance and does not predict or guarantee future results. Representative Indexes: Large Cap: S&P 500 Index; Small Cap: Russell 2000 Index. As of 30 Jun 2026.

Earnings growth (year-over-year)
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Market implications

Selectivity through active management is warranted due to a growing number of 
unprofitable publicly traded small cap companies
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Dollar stability has supported non-U.S. 
performance

Data source: Strategas Securities, 1988 – 2025. Performance data shown represents past performance and does not predict or guarantee future results.
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Market implications

Continued dollar strength or weakness will depend on whether the ceasefire holds and 
whether the energy supply disruption proves temporary or structural

Average annual performance when the Dollar Index is rising or falling
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Select markets appear well positioned to 
extend 2025 and 2026 gains

Data source: FactSet as of 30 Jun 2026. Performance data shown represents past performance and does not predict or guarantee future results. It is not possible to invest directly in an index.

Total return difference (%), non-U.S. stocks (MSCI EAFE) minus U.S. stocks (S&P 500), calendar years 1974-2026 YTD 
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Market implications

Non-U.S. equities retain a meaningful valuation discount to U.S. stocks
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-40

-30

-20

-10

0

10

20

30

40

50

60

'74 '75 '76 '77 '78 '79 '80 '81 '82 '83 '84 '85 '86 '87 '88 '89 '90 '91 '92 '93 '94 '95 '96 '97 '98 '99 '00 '01 '02 '03 '04 '05 '06 '07 '08 '09 '10 '11 '12 '13 '14 '15 '16 '17 '18 '19 '20 '21 '22 '23 '24 '25 26



0.3”

2.45”

0.2”

2.45”

0.2” 0.2” 0.3”

2.45” 2.45”

10.4”

0.3” 2.75” 2.95” 5.4” 5.6” 8.05” 8.25” 10.7”

5.1” 5.1”

5777958

24nuveen   |OPINION PIECE. PLEASE SEE IMPORTANT DISCLOSURES IN THE ENDNOTES.

What are our highest conviction equity 
views?

The views above are for informational purposes only and relate a comparison of the relative merits of each asset class based on the collective assessment of Nuveen’s Global Investment Committee. These do not reflect the experience of any Nuveen product 

or service. Upgrades and downgrades reflect quarterly shifts in these views. As of 30 Jun 2026.

Less Positive Neutral More Positive  

Regional

U.S. ●

U.S. large cap growth ●

U.S. large cap value ●

U.S. small cap ●
International developed ex U.S. ●
Europe ●
United Kingdom ●
Japan ●
Emerging Markets ●

China ●
Private Equity ●

Downgrade 

from last 

quarter

Upgrade 

from last 

quarter

Market implications

Our equity heat map provides perspective and detail on specific areas of the markets that we like on a 
relative basis
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Since 1990, in any given year, the average 
intra-year decline is -14.8%

Source: Strategas, FactSet, total return data as of 31 Dec 2025.

“Far more money has 
been lost by investors 
trying to anticipate 
corrections, than lost in 
the corrections 
themselves.”
Peter Lynch,
Investor and Author

S&P 500 Index

Market implications
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Staying invested has paid off

Data source: Factset, 31 Dec 2025. Most recent data available. Performance data shown represents past performance and does not predict or guarantee future results. Data do not represent the past performance of any Nuveen 

product or service.

The pain of missing out

Growth of $10,000 in the S&P 500 Index (10, 20 and 30 years)

$191,871

$85,358

$49,475

$80,594

$35,854

$21,170

$39,819

$20,739
$14,960

Fully invested Missed top 10 days Missed the top 20 days

% drop by missing 10 days

% drop by missing 20 days

-56%

-74%

30 20 10 30 20 10 30 20 10

Market implications

-56%

-48% -74%
-62%
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Markets recover with time

Data source: Factset, 31 Dec 2025. Most recent data available Performance data shown represents past performance and does not predict or guarantee future results. Average recovery time portrays the market trough until it reaches the previous 

market peak. 

In 85 of 92 market declines, the recovery was less than one year

Historical equity market drawdowns and subsequent recoveries (1937 – 2025)

Drawdown Occurrences

Average recovery

time (months)

-5% to -10% 58 1.3

-10% to -20% 22 3.4

-20% to -30% 5 12.1

-30% to -40% 3 11.2

-40% to -50% 2 35.3

-50% + 2 56.2

Market implications
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Outlook

Certain statements may be deemed forward-looking statements. Please note that any such statements are not guarantees or intended to constitute a prediction of any future performance; actual results or developments may differ materially from those 

projected. Investing involves risk, including possible loss of principal. This information should not be relied upon as investment advice or recommendations. For additional information, please refer to Important Disclosures provided at the end of this 

presentation.

• We continue to find select opportunities with companies 
that exhibit strong fundamentals, including pricing power, 
that can help overcome inflation and defend free cash flow 
margins.

• We suggest a barbell approach balancing growth-oriented 
U.S. tech/AI exposure, and small caps, with defensive 
positioning in dividend growers and listed infrastructure, 
both offering income and potentially lower volatility.

• Outside of the U.S., we continue to see select opportunities 
within Europe and Japan but remain cautious towards 
China and other energy-exposed developed and emerging 
markets pending confirmation that the Iran peace process is 
durable.

Best ideas Risks to consider

• Trade and geopolitical conflicts persist and create additional 
economic instability.

• Central banks around the world continue to respond to 
volatile economic data, leading to increased risks about 
market outcomes.

• Elevated bar for earnings expectations and increasing 
margin pressure, combined with tight financial conditions, 
are increasing the potential for earnings and valuation 
contraction.

• In addition to the Iran conflict, other intermediate- and 
long-terms geopolitical risks lead to increased defense 
spending and deglobalization.
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Important disclosures

NOT FDIC INSURED | NO BANK GUARANTEE | MAY LOSE VALUE

Dividend policy description: The performance of each group is based on the equal-weighted geometric average of dividend-

paying and non-dividend paying historical S&P 500® stocks, rebalanced monthly. Each stock’s dividend policy is determined 

on a rolling 12-month basis. For example, a stock is classified as dividend-paying if it paid a cash dividend at any time during 

the previous 12 months. A stock is reclassified only if its dividend payments change. Dividend growers and initiators include 

stocks that raised their existing dividend or initiated a new dividend during the preceding 12 months. Dividend cutters or 

eliminators include stocks that lowered their existing dividend or stopped paying regular dividends during the preceding 12 

months. The returns do not reflect the deduction of any fees, expenses or taxes that would reduce performance in an actual 

client portfolio. Returns for stocks that paid dividends assume reinvestment of all income. It is not possible to invest in an 

index. These groups have been determined by Ned Davis Research, Inc. Further distribution of this information is prohibited 

without prior permission. Copyright 2023© Ned Davis Research, Inc. All rights reserved.

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. 

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. 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

Equity investments are subject to market risk, active management risk, and growth stock risk; dividends are not guaranteed. 

Foreign investments involve additional risks, including currency fluctuation, political and economic instability, lack of liquidity 

and differing legal and accounting standards. These risks are magnified in emerging markets. The use of derivatives involves 

additional risk and transaction costs.

Debt or fixed income securities are subject to market risk, credit risk, interest rate risk, call risk, tax risk, political and economic 

risk, derivatives risk, income risk, and other investment company risk. As interest rates rise, bond prices fall. Credit risk refers 

to an issuer’s ability to make interest payments when due. Below investment grade or high yield debt securities are subject to 

liquidity risk and heightened credit risk. Foreign investments involve additional risks as noted above.

Nuveen, LLC provides investment solutions through its investment specialists.

This information does not constitute investment research as defined under MiFID.
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