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• During the fourth quarter, the Large Cap Core SMA slightly underperformed the
benchmark Russell 1000® Index.

• Stock selection modestly detracted overall for the quarter in the industrials, energy
and materials sectors, but contributed strongly in financials. While an emphasis
on large capitalization stocks benefited results, the positive impact was offset by an
underweight to more volatile stocks, which detracted.

• The U.S. stock market continued to advance in the fourth quarter propelled by
ongoing enthusiasm surrounding artificial intelligence (AI) spending, broadening
economic growth and two Federal Reserve (Fed) rate cuts.
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Market review
Continued easing by the Fed helped equity markets overcome various headwinds
during the quarter, including the extended U.S. government shutdown, weakening job
market, concerns about elevated valuations and geopolitical issues. U.S. markets were
flying blind for much of the quarter because of delayed economic data releases due to
the closure, with the most recent figures likely still reflecting the effects of incomplete
data collection. At the headline level, inflation improved, with the core Consumer Price
Index (CPI) rising 2.6% year-over-year in November, while U.S. unemployment also
ticked up slightly, to 4.6%. The U.S. consumer remained resilient and continued to
spend during the quarter, leading to a modest improvement in the Fed's gross
domestic product (GDP) growth projection of 1.7% for full-year 2025 and a stronger
outlook for 2.3% growth in 2026.

Monetary policy worldwide continued to diverge, with the Fed cutting rates by 25 basis
points in both October and December, bringing the target federal funds rate to a range
of 3.50%-3.75%. The dovish pivot was driven by mounting evidence of labor market
softening and inflation data that remained surprisingly benign; however, the Fed's
accompanying statement in December telegraphed a more patient approach going
forward with potentially only one rate cut in the coming year. The Bank of England
(BOE) also cut rates in December by 25 basis points, while the European Central Bank
(ECB) held policy steady. Meanwhile, the Bank of Japan (BoJ) bucked the global trend
by hiking rates by 25 basis points in December.

The U.S. stock market ended 2025 on a high note, overcoming bouts of volatility
during the quarter and year. Despite rich valuations and concerns about narrow
market leadership by a small group of mega cap technology names tied to artificial
intelligence (AI), the S&P 500 Index posted its eighth consecutive positive month in
December based on hopes for continued Fed easing and strong corporate earnings.
Before year-end, the bellwether index hit both its 38th record high of the year on
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Christmas Eve but also suffered a downturn before New 
Year's Eve, missing out on the hoped for year-end rally. The 
index returned 2.66% for the quarter and 17.88% for the 
year.

Meanwhile, the market broadened out beyond the 
"Magnificent Seven" technology-focused stocks, as value 
stocks outpaced growth stocks across the various market 
capitalization ranges for the quarter. The benchmark Russell 
1000® Index gained 2.41% for the quarter led by a 
double-digit advance in the health care sector followed by 
communication services, while the real estate, utilities and 
consumer staples sectors declined. For the full year, the 
benchmark was up 17.37%. In the small cap space, returns 
were slightly more muted on the heels of third-quarter's 
outperformance, with the Russell 2000® Index returning 
2.19% for the quarter and 12.81% for the year. 

Non-U.S. developed markets produced healthy 
fourth-quarter gains, topping U.S. equities for both the 
quarter and year, and edging out their emerging market 
(EM) counterparts. As measured by the MSCI EAFE Index, 
developed markets advanced 4.86% in U.S. dollar terms for 
the quarter, and 31.22% for the year. Within non-U.S. 
developed markets, the European stock market, as 
measured by the 5.17% return of the MSCI EMU Index, 
benefited from healthy gains for banks and insurers, while 
Japan's Nikkei 225 Index, up 5.98%, got a lift from 
technology stocks. EM equities were not far behind with an 
4.73% quarterly return as measured by the MSCI Emerging 
Markets Index, contributing to a whopping year-to-date 
return of 33.57%. Tech shares also drove the surge in South 
Korea's equity market, which represents 13% of the MSCI 
EM Index by market capitalization. At the other end of the 
EM performance spectrum, Chinese stocks declined amid 
falling business optimism, stagnant manufacturing activity 
and sluggish domestic demand.

Portfolio review
The Large Cap Core SMA slightly underperformed the 
Russell 1000® Index on a gross and net of fees basis for the 
quarter. Stock selection modestly detracted overall for the 
quarter in the industrials, energy and materials sectors, but 
contributed strongly in financials. While an emphasis on 
large capitalization stocks in the strategy benefited results, 
the positive impact was offset by an underweight to more 
volatile stocks, which detracted.

Contributors
In the health care sector, Regeneron Pharmaceuticals 
performed well driven by strong product sales, strategic 

pipeline advancements and better-than expected earnings. 
The company reported a significant revenue beat driven by 
every key product, with the largest contribution coming 
from U.S. Eylea HD sales and global Dupixent sales. Also, in 
November, the FDA approved Eylea HD's label expansion to 
include Retinal Vein Occlusion and monthly dosing, which 
came earlier than expected. In addition, the company's 
collaboration with Sanofi on Dupixent appears to be 
accelerating its profitability. Regeneron boasts a robust 
product pipeline with plans to increase its research and 
development spending to mid-teens growth in 2026.

Within the information technology sector, semiconductor 
equipment manufacturer Lam Research contributed to the 
strategy's performance for the second quarter in a row. The 
company delivered yet another strong quarter and raised its 
full-year 2025 outlook again, led by better-than-expected 
strength from China. Lam Research continued to experience 
surging demand for its wafer fabrication equipment (WFE) 
driven by elevated AI data center spending, with growth in 
the segment expected to continue in 2026. The company 
also benefited from strong sales in its next-generation 
technologies like Gate-All-Around (GAA) nodes and 
backside power distribution systems. While management 
has yet to provide official 2026 WFE estimates, the 
company's Foundry, Logic, DRAM and NAND segments are 
all expected to drive WFE strength in the coming year.

Biotechnology firm United Therapeutics also contributed 
favorably to results for the second straight quarter. The 
company continues to benefit from growth in key products 
such as Tyvaso and Orenitram, while its robust development 
pipeline and optionality offers multiple potential catalysts in 
the coming years. Management expressed confidence in the 
data for upcoming trials expected in the first half of 2026. 
We continue to view United Therapeutics as attractively 
valued, with a strong balance sheet and solid cash flow 
generation supporting our investment thesis.

Detractors
After a strong first half of the year, streaming and 
entertainment services company Netflix detracted from 
relative performance in the communication services sector 
again during the fourth quarter. The company reported 
third-quarter results that were largely in line with 
expectations, with revenue growing 17% year-over-year, 
supported by strong member growth, pricing increases and 
advertising revenue that management expects to more than 
double for full fiscal-year 2025. Despite solid fundamental 
execution and an increase in full-year free cash flow 
guidance to approximately $9 billion, shares declined in 
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what we view was an overreaction. We believe Netflix is 
positioned well for future appreciation due to the company's 
attractive valuation and multi-year lead in building a truly 
global streaming platform.

In the health care sector, shares of Veeva Systems declined 
following quarterly results that, despite beating earnings 
expectations and raising guidance, were overshadowed by 
results from competitor Salesforce. Management disclosed 
that the company now expects to retain 14 of the top 20 
biopharmaceutical companies on Vault CRM, down slightly 
from initial projections. We believe this development will 
have minimal material impact over the next two years and 
should not affect the company's $6 billion revenue run rate 
target for 2030, particularly given strength in other business 
segments. Our outlook remains positive because of Veeva 
Systems' strong positioning within the attractive life 
sciences vertical, growing excitement surrounding AI 
applications and reasonable current valuation.

In the consumer discretionary sector, auto parts retailer 
O'Reilly Automotive gave back some of the year's earlier 
gains despite posting another strong quarter and raising 
full-year guidance amid meaningful commercial growth. 
However, comments from management on the earnings call 
regarding negative tariff pricing impacts and pressure in the 
company's do-it-yourself (DIY) business weighed on 
investor sentiment during the quarter. We believe the 
market overreacted somewhat on the heels of O'Reilly's 
strong year-to-date performance leading up to the call. The 
auto aftermarket business has historically demonstrated 
strong pricing power with both DIY consumers and 
professional installers, making the auto parts retailer one of 
the best ways to hedge tariff risks.

Portfolio positioning
The Large Cap Core portfolio management team remains 
intently focused on identifying companies supported by 
dependable fundamentals, attractive earnings growth 
potential and upcoming catalysts. The team continues to 
favor companies with strong free cash flow generation, 
balance sheet strength and the ability to maintain and 
improve profit margins. With elevated valuations in mind, 
we believe it is particularly important to maintain a balance 
between companies with compelling earnings growth 
potential and defendable competitive advantages, while 
maintaining broad diversification.

While the Large Cap Core portfolio did not experience 
meaningful shifts in positioning from a sector perspective 
during the fourth quarter, the portfolio management team 

implemented adjustments at the company level, which we 
believe upgraded our exposures. During the quarter, we 
established new positions in Copart, CRH, Gilead Sciences 
and International Business Machines. We fully eliminated 
the portfolio's positions DuPont De Nemours, Kenvue and 
ServiceNow.

Overall, our bottom-up security selection process has 
resulted in modest tilts toward cyclical stocks and 
companies with higher profit margins and attractive growth 
metrics. From a risk mitigation standpoint, we've focused on 
maintaining lower exposure to more volatile and highly 
leveraged companies compared to the index. As of year-end, 
the portfolio's largest relative sector overweights were in the 
industrials and consumer staples sectors. The portfolio's 
largest relative sector underweights were in the information 
technology and health care sectors.

Outlook
Entering 2026, we expect U.S. real GDP growth to improve 
modestly. With stronger growth, we're looking for the labor 
market to stabilize and unemployment to remain near its 
current level. On the inflation front, we believe there is still 
some near-term upside from pending tariffs; however, we 
ultimately expect core inflation to moderate to around 2.5% 
by year-end. We anticipate the Fed will slow its pace of rate 
reductions in 2026 but deliver two additional 25-basis-point 
cuts over the course of the year versus one currently 
telegraphed by policymakers. That would take the policy rate 
to 3.00%-3.25%, near our estimate of neutral. Outside the 
United States, we expect the ECB will likely remain on hold 
in the near term while the BoJ will probably raise rates at 
least once more in 2026. China's policymakers are likely to 
continue with their fiscal policy support, although 
substantial monetary easing is unlikely.

We believe the S&P 500 can continue to move higher in 
2026 fueled by resilient U.S. economic growth, controlled 
inflation and solid corporate earnings driven by AI, but this 
advance will likely be accompanied by volatile patches. 
Thanks to more optimistic earnings forecasts, along with a 
historically high percentage of companies issuing positive 
earnings per share (EPS) guidance, S&P 500 companies are 
projected to report +8.3% year-over-year earnings growth in 
the fourth quarter, up from +7.2% estimated at the end of 
September, according to FactSet. Looking ahead, analysts 
expect earnings growth rates of +12.6% in the first quarter of 
2026 and +14.9% for 2026 as a whole.

Other catalysts that could help support our outlook for the 
S&P 500 include upside surprises to earnings growth, 
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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. 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.
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 S&P 500® Index measures the performance of large capitalization U.S. stocks. The S&P 500® 
is a market weighted index of 500 stocks traded on the NYSE, AMEX and NASDAQ. The Russell 
1000® Index, a subset of the Russell 3000® Index, represents the 1000 top companies by market 
capitalization in the United States. Index returns assume reinvestment of dividends, but do not 
reflect any applicable sales charges or management fees. 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 professionals 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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expanded market breadth, diminished inflation risks, more 
Fed rate cuts than anticipated and further clarification 
regarding tariff policy and rates, to name a few. We also 
anticipate that AI-related capital expenditure spending by 
hyperscalers Amazon, Meta, Microsoft and Alphabet, which 
was estimated to be $347 billion in 2025, will continue to 
drive the market. AI has emerged as a transformative force 
across nearly every major industry. Given its potential for 
reshaping the economy, we currently don't believe the 
valuations of technology/AI companies constitute a bubble. 
Crucially, these firms have generated substantial profits and 
cash flows that we believe support their rich multiples.

Although our view remains constructive overall regarding 
the equity market in 2026, several material risks could 
challenge our baseline scenario for the S&P 500. The 
potential for higher consumer prices remains the biggest 
risk, as the Fed's preferred inflation barometer, the core 
Personal Consumption Expenditures (PCE) Price Index, 
registered 2.8% in September (the latest data available due 
to the U.S. government shutdown) — well above the 2% 
target. Hotter inflation would almost certainly force the Fed 
to remain on pause longer or even tighten policy sooner than 
markets currently anticipate, potentially triggering a selloff 
in risk assets.

Other risks to our outlook include a more significant 
deterioration in employment conditions, which could 
undermine consumer spending, the primary engine of U.S. 
growth. While employment data released after quarter-end 
showed slightly lower-than-expected job growth, the drop in 
the U.S. unemployment rate to 4.4% in December suggests a 
firmer job market than previously forecasted. We do not 
currently see an elevated probability of recession over the 
next 12 months, although this assessment could change if 
labor market conditions deteriorate further.

U.S. foreign policy also has surged to the forefront as the 
recent U.S. action in Venezuela represents a fundamental 
shift in geopolitical strategy. And finally, the Trump 
administration's criticism of the Fed's decisions, if it 
continues or intensifies, could fundamentally alter how 
markets price long-term interest rates and inflation 
expectations, potentially leading to sharp declines in bond 
and stock prices.

While volatility and uncertainty may prove challenging for 
investors in the short term, we continue to believe equity 
investors are best served by staying in the market. We will 
continue to monitor events as they unfold and remain 
nimble, emphasizing our flexible investment approach 
supported by rigorous bottom-up research, careful stock 
selection and thoughtful portfolio construction.


