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U.S. equities finished last week narrowly mixed, with the S&P 500 falling -0.02%." While the second
quarter earnings per share growth continues to move higher, revenue growth remains below trend.
The economic calendar is focused on this week’s release of the July employment report. Global

macro headlines generated more uncertainty than direction for the markets.

Waiting for Stronger Earnings and Revenue Growth

Earnings and revenue metrics improved last week, although this dynamic had little
impact on the broader market, as the results were not enough to drive a significant
shift in sentiment. Approximately 50% of the S&P 500 companies have reported
second quarter earnings, and more than 70% have beaten consensus earnings per
share expectations by roughly 3% in aggregate.” Companies in the industrial sector

noted Europe has bottomed out and shows some signs of improvement.
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2. Earnings per share (EPS) is coming in slightly better than expected, based on
further net margin expansion.” Sales growth has been tepid, and management
commentary suggests that this will likely continue. Headwinds include emerging
markets, negative effect from currency translation as a result of the strong U.S.

dollar, mixed news from Europe and a limited increase in U.S. capital expendi-

tures (CAPEX). As a result, EPS guidance is being trimmed for the second half.

3. The Detroit bankruptcy filing was the largest municipal bankruptcy in U.S.
history. Although the problems in Detroit were well known, the timing of the
announcement came as a surprise. Hopefully other struggling cities will observe

the warning signals about the importance of innovation and rehabilitation.
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4. The risk of a major budget confrontation is rising. President Obama recently 2013 Performance Year to Date
warned Republicans about the pending budget battle this fall. Meanwhile, Senate Returns

Republicans stated they won't support any legislation funding the government

unless it decreases funding to the Affordable Care Act. No compromise is cur- S&P 500 0.02% | 20.01%
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during the financial crisis, CAPEX levels have increased. However, the deficit FTSE MIB (1aly) 2.94% | 3.96%
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continues and spending is still below trend. As CEO confidence improves and
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political uncertainty falls, we believe this creates a recipe for increased investment.

We expect choppiness in the equity market over the short term for several reasons:

Source: Morningstar Direct and Bloomberg, as of 7/26/13.

® Uncertainty over Fed leadership Allindex returns are shown in U.S. dollars. Past perfor-

X mance is no quarantee of future results. Index performance
® Recent 5% drop in the Japanese stock market® is shown for i?lustrative purposes only. Index reit)ums include
. . reinvestment of income and do not reflect investment
m Mixed earnings and lackluster revenues advisory and other fees that would reduce performance in

an actual client account. All indices are unmanaged and
m Renewed concerns over the debt ceiling unavailable for direct investment.

® Current noise in the home building sector

Beyond the short term, we think offsetting crosscurrents have obscured signs the We continue to believe that the

economy is improving. But positive factors such as improvement in housing and next noticeable increase in equities

employment will outlast the negative fiscal headwinds over the next 12 months. will require acceleration in earnings
Financial markets appear to have adjusted to the notion of reduced Fed purchases, and and top-line revenue growth.”
an end to balance sheet expansion will refocus investor attention back to the profit

backdrop. Therefore, we are watching corporate earnings and revenues carefully.

For more information or to subscribe, please visit nuveen.com/weekly-commentary. Subscribe

1 Source: Morningstar Direct, as of 7/26/13. 2 Source: FactSet Earnings Insight, 7/26/13, http://www.factset.com/eamingsinsight. 3 Source: Bloomberg, as of 7/26/13.

The S&P 500 Index is a capitalization-weighted index of 500 stocks designed to measure the performance of the broad domestic economy. Euro STOXX 50 Index is Europe’s leading Blue-chip

index for the Eurozone and covers 50 stocks from 12 Eurozone countries. 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. FTSE MIB Index is an index of
the 40 most liquid and capitalized stocks listed on the Borsa Italiana. 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. The MSCI World Index ex-U.S. is a free float-adjusted market
capitalization weighted index that is designed to measure the equity market performance of developed markets minus the United States. The MSCI Emerging Markets Index is a free float-adjusted
market capitalization index that is designed to measure equity market performance of emerging markets.

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
speific 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.
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