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Out with the old, in with

the same old...for now

Bottom line up top:

New year, but little new to celebrate yet. Financial markets
started the new year pretty much where they left off in 2022, when
decades-high inflation and outsized interest rate hikes took a heavy toll
on global investment performance. For the first time in recent history,
U.S. equities and fixed income both declined more than 10% in the same
year (Figure 1).

With few places to hide, investors found portfolio construction
especially challenging, leading some to question whether the traditional
60/40 equity/fixed income portfolio mix had become obsolete. In the
first few trading days of 2023, markets responded negatively to some of
last year’s lingering themes (tight labor market data) and positively to
others (continued signs that inflation has peaked). For the time being,
“good news is bad news” (and vice versa) will likely remain a driver of
market behavior.

We expect a number of positive changes in 2023. Importantly, we
anticipate a pause in rate hikes as the effects of the U.S. Federal
Reserve’s aggressive policy take hold, labor markets loosen and the U.S.
experiences a short and shallow recession at some point. This year, we're
less convinced we’ll see an actual pivot in Fed policy, as Chair Jerome
Powell and his colleagues have reiterated their commitment to keeping
rates elevated.

We’re 60% sure the 40% will outperform. Against this backdrop,
were cautiously optimistic that 2022’s beaten-down risk assets will
generally have a better 2023, with continued economic normalization
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supporting the traditional 60/40 split. Equity market volatility will likely
persist throughout much of the year, with earnings downgrades posing

a significant risk. During the second half of 2023, we see a potential for
improved equity performance. Meanwhile, fixed income markets may be
poised to provide better risk-adjusted total returns than equities, with the
end of rate increases finally on the horizon.

FIGURE 1: 2022 WAS AN UGLY YEAR ACROSS THE BOARD

Total return of major asset classes in 2022 (%)
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Data source: Bloomberg L.P, 06 Jan 2023. Performance data shown represents past performance and does not predict or guarantee future
results. Representative indexes: U.S. large cap equities: S&P 500 TR Index; U.S. small cap equities: Russell 2000 TR Index, non-U.S. equities:
MSCI EAFE TR Index, emerging markets equities: MSCI Emerging Market TR Index; U.S. Treasuries: Bloomberg U.S. Treasury Index; U.S. investment
grade bonds: Bloomberg U.S. Corporate Investment Grade TR Index; U.S. high yield corporate bonds: Bloomberg U.S. Corporate High Yield TR Index.

Portfolio considerations:

We prefer a quality tilt in fixed income portfolios, given that the hawkish
Fed continues to hike rates into a slowing economy, and the economic
impact of these hikes may not be felt for 12 to 18 months.

Currently, the 10-year/2-year part of the U.S. Treasury yield curve is extremely
inverted, at 71 basis points (bps) — a level not seen since the early 1980s. We
believe this inversion will persist with a flatter yield curve going forward.

From a sector perspective, we favor investing in the higher-quality parts of
fixed income and moving up the capital structure, as well as emphasizing
more stable and predictable cash flows. We also like asset-backed, agency
mortgage-backed, and commercial mortgage-backed securities because
they are attractive on a relative valuation basis versus other areas of the
market and represent secured exposures.
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Investors may

be questioning
whether the
traditional 60/40
portfolio mix has
become obsolete.



We continue to
Jocus on high
A.lthough our overall economic fore?ast leans cautious, we have a p051t}ve qua lity bond s,
view on credit fundamentals in the investment grade corporate space, in .
part due to a favorable maturity wall (Figure 2). given that the
Following the refinancing wave in 2020-21 when the Fed’s policy rate was tmpact Of Fed
0%, many borrowers extended maturities and lowered their cost of debt rate hikes may
fi ing, pushing debt tios to historic highs while i t
nancing, pushing debt coverage ratios to historic highs while in aggregate not be fe It for 12

carrying record levels of cash.

to 18 months.

FIGURE 2: POSITIVE INVESTMENT GRADE FUNDAMENTALS
INCLUDE A FAVORABLE MATURITY WALL

Percentage of outstanding debt maturing in each year (%)
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Data source: Bloomberg L.P, 04 Jan 2023. Based on the Bloomberg U.S. Corporate Investment Grade Index.
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About Nuveen’s Global Investment Committee

Nuveen’s Global Investment Committee (GIC) brings together the most
senior tnvestors 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.
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. 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. Credit ratings are subject to change. AAA, AA, A, and BBB are investment
grade ratings; BB, B, CCC/CC/C and D are below-investment grade ratings.

Nuveen provides investment advisory services through its investment specialists.
This information does not constitute investment research as defined under MiFID.
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