
Trade issues once again 
take center stage as 
equities tumble
Equities were lower around the world in a holiday-shortened week in the 
U.S. The S&P 500 was down 3%, posting its worst week of the year and the 
fourth consecutive weekly decline.1 This marks the longest streak of weekly 
declines since 2014. U.S. Treasuries rallied, with the 10-year yield dropping 
19 basis points and hitting its lowest mark since September 2017. 1 The price 
of oil fell almost 90% amid heightened concerns over global growth. 1 
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• Stocks experienced their worst week of the year, 
with the spotlight shining once again on trade 
issues. 

• The financial markets will remain vulnerable until 
trade deals become more apparent.

• We still think 2019 will be a good year for stocks and 
we have not changed our year-end S&P 500 price 
target.
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President Trump announced the intent to levy a 5% tariff on imports 
from Mexico effective June 10 and rising by 5% on July 1 and every month after 
until tariffs reach 25%. In isolation, tariffs would not be a game changer nor a major 
threat to the U.S. economy. However, they represent yet another risk to investor 
and business confidence, making an already shaky global outlook even cloudier.

Most investors thought the stock market would drop if President 
Trump were elected. But the market rallied significantly on policy shifts 
resulting in lower corporate tax rates and a regulatory freeze. Investors then  
became complacent about escalating trade tensions with China. Now, tariffs on 
Mexico introduce a new trade risk. In the near term, companies are reacting as 
if the U.S./China trade war will continue: redesigning products to avoid Chinese 
components, shifting manufacturing out of China and increasing prices. 

The collapse in the U.S. 10-year Treasury yield has again caused 
the 10-year to three-month portion of the yield curve to invert. These 
maturities are followed widely by global markets, and the inversion has further 
amplified de-risking. While the drop in the 10-year yield is mostly due to de-risking, 
it also reflects incredibly low rates around the world. According to Fundstrat, 21%  
of global bonds now have negative yields, the highest since 2016.2

The U.S. economic expansion is on track to become the longest on 
record if it continues until June 30, but growth has been choppy. There have 
been three clear temporary economic slowdowns, and we’re probably in the middle 
of the fourth one.

We think the odds of a Fed rate cut have increased given increased 
business uncertainty, escalating trade disputes and deteriorating economic data.  
If wages start dipping, the Fed will be forced to play catch up by cutting rates.

Gauging the impact of Chinese trade sanctions is nearly impossible,  
but trimming earnings is reasonable. We are lowering our forecast for 2019 
earnings per share for the S&P 500 from $172 to $170. Consensus estimates call 
for a 12% earnings growth improvement in 2020, but we think this is aggressive, 
especially this late in the economic cycle, and think 6% growth is more likely.

We continue to think 2019 will be a good year for stocks. We have made 
no changes to our year-end S&P 500 price target of 2650 to 2750. We think it’s 
unlikely that a trade deal with China will be reached anytime soon, and President 
Trump’s new tariffs on Mexico seem likely to add to investor angst.
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Investors continue to focus on the ebb and 
flow of trade rumors

This decade’s political battles have only briefly 
disturbed the financial markets. Underlying economic 
resilience led by the U.S. prevailed, allowing the global 
expansion to continue and risk asset prices to rally. The 
exception was the eurozone debt and currency crisis 
early this decade, which also involved a heavy political 
element that was problematic for the financial markets 
for an extended period. Once the policy roadblock was 
removed, the expansion got back on track and equity 
and credit markets recouped their losses and more. 
However, the stakes are greater today, as the political 
battle involves the world’s two largest economies and 
could potentially spread around the globe.

We maintain a boringly neutral view for equities as we 
await either a trade truce and/or signs of increasing 
global manufacturing or, alternatively, faltering 
business sentiment. We believe the former is more 
likely, but our level of conviction is the lowest in the 
past decade, given the mature nature of the investment 
cycle. We are in a higher risk backdrop because of 
recent weakness in global trade and the apparent 
determination of the U.S./China to stand pat and take 
some economic risk. 

The service sector is strong, and labor markets remain 
resilient, while U.S. high yield corporate bond spreads 
have only widened slightly, lending support to the U.S. 
equity market. Lower Treasury yields and increased 
expectations for a Fed rate cut are acting as a buffer. 
The financial markets will remain vulnerable until 
trade deals become more apparent, as further delays or 
greater tariff barriers could meaningfully undermine 
business confidence. Close monitoring of business 
and consumer surveys in the world’s major economies 
is warranted during this period of heightened trade 
uncertainty and economic risk. 

 

“Close monitoring of business and 
consumer surveys in the world’s major 
economies is warranted during this 
period.”

2019 PERFORMANCE YEAR TO DATE Returns

Weekly YTD

S&P 500 -3.0% 10.7%

Dow Jones Industrial Avg -2.9% 7.5%

NASDAQ Composite -3.2% 12.9%

Russell 2000 Index -3.2% 9.3%

Euro Stoxx 50 -1.8% 12.4%

FTSE 100 (UK) -1.5% 8.8%

DAX (Germany) -2.4% 10.8%

Nikkei 225  (Japan) -2.4% 4.0%

Hang Seng (Hong Kong) -1.4% 5.7%

Shanghai Stock Exchange Composite (China) 1.8% 16.6%

MSCI EAFE -1.9% 8.1%

MSCI EM 1.2% 4.2%

Barclays US Agg Bond Index 0.9% 4.8%

BofA Merrill Lynch 3-mo T-bill 0.1% 1.0%

Source: Morningstar Direct, Bloomberg and FactSet as of 31 May 2019. All index returns are shown in U.S. 
dollars. Past performance is no guarantee of future results. Index performance is shown for illustrative 
purposes only. Index returns include reinvestment of income and do not reflect investment advisory and 
other fees that would reduce performance in an actual client account. All indexes are unmanaged and 
unavailable for direct investment.
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For more information or to subscribe, please visit nuveen.com.

1 Source: FactSet, Morningstar Direct and Bloomberg
2 Source: Fundstrat

The S&P 500 Index is a capitalization-weighted index of 500 stocks designed to measure the performance of the broad domestic economy. The Dow Jones Industrial Average is 
a price-weighted average of 30 significant stocks traded on the New York Stock Exchange and the Nasdaq. The Nasdaq Composite is a stock market index of the common stocks 
and similar securities listed on the NASDAQ stock market. The Russell 2000 Index measures the performance approximately 2,000 small cap companies in the Russell 3000 
Index, which is made up of 3,000 of the biggest U.S. stocks. Euro Stoxx 50 is an index of 50 of the largest and most liquid stocks of companies in the eurozone. FTSE 100 Index 
is a capitalization-weighted index of the 100 most highly capitalized companies traded on the London Stock Exchange. Deutsche Borse AG German Stock Index (DAX Index) is 
a total return index of 30 selected German blue chip stocks traded on the Frankfurt Stock Exchange. Nikkei 225 Index is a price-weighted average of 225 top-rated Japanese 
companies listed in the First Section of the Tokyo Stock Exchange. Hong Kong Hang Seng Index is a free-float capitalization-weighted index of selection of companies from the Stock 
Exchange of Hong Kong. Shanghai Stock Exchange Composite is a capitalization-weighted index that tracks the daily price performance of all A-shares and B-shares listed on 
the Shanghai Stock Exchange. MSCI EAFE Index is a free float-adjusted market capitalization weighted index designed to measure developed market equity performance, excluding 
the U.S. and Canada. The MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed to measure equity market performance of emerging 
markets. Bloomberg Barclays U.S. Aggregate Bond Index covers the U.S. investment grade fixed rate bond market. The BofA Merrill Lynch 3-Month U.S. Treasury Bill Index is 
an unmanaged market index of U.S. Treasury securities maturing in 90 days that assumes reinvestment of all income.
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 advisors. 

Risks and other important considerations
The views and opinions expressed are for informational and educational purposes only as of the date of writing and may change at any time based on market or other conditions 
and may not come to pass. This material is not intended to be relied upon as investment advice or recommendations, does not constitute a solicitation to buy or sell securities and 
should not be considered specific legal, investment or tax advice. The information provided does not take into account the specific objectives, financial situation, or particular needs 
of any specific person. 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 
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. Debt or fixed income securities are subject to market risk, credit risk, interest rate risk, call risk, tax risk, political and economic risk, and income risk. As interest rates rise, 
bond prices fall. Non-investment-grade bonds involve heightened credit risk, liquidity risk, and potential for default. Foreign investing involves 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. Past performance is no 
guarantee of future results.
CFA® and Chartered Financial Analyst® are registered trademarks owned by CFA Institute.
Nuveen Asset Management, LLC is a registered investment adviser and an affiliate of Nuveen, LLC.


