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The rise of the individual
investor

Thanks to a bout of volatility, U.S. equities experienced their worst

week of trading in three months and ended January on a negative note.
Broad indexes sought to sustain fresh highs to start the week, but soon
realized losses largely due to the unexpected force of individual investors.
The S&P 500 fell 3.3% for the week, as all 11 sectors declined — five by
more than 4.0% (including two by more than 5.0%). The real estate and
utilities sectors faired the best, falling by 0.1% and 1.1%, respectively.

HIGHLIGHTS

e Individual investors collectively created one of the
biggest short-squeeze events in market history.
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Weekly overview

« Headlines involving heavily shorted stocks,
chiefly GameStop, caused hedge funds
to reduce their equity exposures at the
fastest pace in over six years, resulting
in heavy losses.

 Fed Chairman Jerome Powell struck a
very dovish tone in his statements last
week, reaffirming the Fed’s commitment
to remain accommodative, even after the
economy is fully reopened. He also laid out
the Fed’s expected timeline for tapering asset
purchases, which extends well beyond recent
expectations, and downplayed concerns.

Economic data improved, including week-

over-week gains in both initial and continuing

jobless claims of 847,000 and 4.8 million,
respectively. Residential construction
increased nearly 14% in fourth quarter of
2020, while new durable goods orders rose
0.2% in December alone.

Market drivers & risks

 Individual investors flex their muscles. In a
dramatic shift, last week’s volatility was not driven
by coronavirus- or stimulus-related headlines,
but rather by a history-making short-squeeze
coordinated by a pool of individual investors
leveraging social media and online chat groups.
Short sellers of GameStop lost over $5 billion year-
to-date through January 27, as a group of individual
investors relentlessly bid up its stock.

— Much has been made of this story, from a ‘David
vs. Goliath’ narrative to questioning the role
of regulators. But we see a more significant
takeaway: Individual investors with growing

The next few months could remain

challenging for investors, and

continued high volatility and possible
near-term market selloffs are likely.”

access to capital and markets are a force to be
reckoned with. Indeed, the way we view equity
market investing may have just structurally
changed, permanently. Fundamentals will
continue to drive markets over the long-term,
but collective groups of individual investors
are now moving the money, rather than
simply chasing it.

» Economic recovery hopes receive a booster
shot. Concerns over growing coronavirus case
numbers, hospitalizations and deaths, paired with a
disappointingly slow public rollout of vaccines, have
left investors skittish and led to pockets of volatility.
Thankfully, we have gained traction with positive
efficacy rates of two new vaccination candidates, as
well as improvements in coronavirus-related data.

— As it becomes more likely that the coronavirus
environment may linger longer than expected,
such data represents the tangible evidence
markets need to feel more confident about an
eventual full economic reopening. As a result,
we maintain our modest risk-on positioning,
looking to quality cyclicals and small cap stocks
to continue their recovery.

- Earnings are being overshadowed. An
impressive start to earnings season was largely
overlooked last week, given short-selling activity.
Apple, Microsoft, Tesla and Facebook all had
positive reports. We continue to expect earnings
to drive market appreciation in 2021, especially
through the remaining three quarters, but we are off
to solid start.
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Risks to our outlook

The pace of vaccine distribution appears to be
accelerating, and a recent executive order pledging
100 million doses in 100 days should help alleviate
concerns. But new and emerging coronavirus variants
could lead to lower efficacy rates of existing vaccines,
potentially leading to deceleration in economic
growth and negatively impacting our modest risk-

on positioning.

Additionally, stimulus-driven volatility is likely to
persist in the near-term as Congress works toward
passing the proposed $1.9 trillion package.

The next few months could remain challenging for
investors, and continued high volatility and possible
near-term market selloffs are likely. Last week’s
trading bucked the recent trend of resiliency in stock
prices, with the Volatility Index (VIX) eclipsing the 30
mark for the first time since November.

@ Best ideas

We believe U.S. small caps offer value and are
favorable toward emerging markets equities.
Overall, our key investiment theme centers on
looking for quality across geographies, sectors
and industries. Dividend-paying (and growing)
companies should remain attractive in a low-rate
environment. However, we have observed an
uptick in rates in 2021 and will monitor the space.

In focus

Emerging
markets poised
for leadership
in 2021

Despite stretched valuations and
significant downside risks globally,
we believe emerging markets (EM)
equities should outperform their
developed market counterparts in 2021,
especially as the U.S. may struggle due to
policy and valuation headwinds. The current
state of global equities reminds us of the
environment immediately following the
Global Financial Crisis, when EM returned
79% in 2009 and 19% in 2010. While EM
equities may not appear cheap in absolute
terms, their valuations are more historically
attractive than those of U.S. equities.

The economic impact of the
coronavirus crisis in China, Korea and
Taiwan was milder than in other parts
of the world. In fact, China is one of the
few economies that grew in 2020. However,
with multiple vaccines being rolled out, the
coronavirus-recovery trade will likely come
into greater focus in 2021. Even countries in
the so-called “coronavirus-loser” category

— such as India, Brazil, Mexico, Indonesia
and Peru — have started performing well.
We expect this to continue over the next

six months. Latin America, dominated by
Brazil and Mexico, could be among the top
medium-term performers.

Key tailwinds for EM going into 2021
include: attractive relative valuations, a
weaker dollar, strong Chinese growth, an
improving geopolitical outlook, a widening
growth gap between EM and the U.S. and a
shifting paradigm favoring EM over the U.S.



About the Equities Investment Council:

The Nuveen Equities Investment Council (EIC) includes the firm’s senior equity portfolio managers averaging
three decades of investing experience. The group brings global expertise across different styles of equity investing
and provides value-added insights to Nuveen’s investment process by refining and delivering the firm’s collective
equity market outlook, including key risks and drivers, to clients. Led by Saira Malik, CIO & Head of Equities, the
team shares best global equities ideas, while focusing on individual areas of expertise to help generate alpha.

For more information or to subscribe, please visit nuveen.com.
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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. Past performance is no guarantee of
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.

A word on risk

Allinvestments 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. These risks may be magnified in emerging markets. Diversification is a technique to help reduce risk. There
is no guarantee that diversification will protect against a loss of income.

CFA® and Chartered Financial Analyst® are registered trademarks owned by CFA Institute.
Nuveen provides investment advisory services through its investment specialists.
This information does not constitute investment research as defined under MiFID.
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