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U.S. Equity Markets 
The U.S. stock market, represented by the Wilshire 5000 Total Market IndexSM, was up 
9.14% for the third quarter of 2020. By the end of July, equities had fully recovered 
from their bear market selloff and are now positive for the year. Most of the eleven 
sectors were in positive territory, with Consumer Discretionary (+18.9%) recording the 
strongest sector performance for the second straight quarter. The Energy sector was 
down by double-digits (-18.9%) as oil prices are still lower for the year (-30%+) on 
concerns of an oversupply of crude. Economic news was mixed, with a focus on 
employment conditions remaining a key element of the recovery. The U.S. added 
661,000 jobs in September and the unemployment rate fell to 7.9 percent. However, 
some major corporations have recently announced significant layoffs. In September, 
the temporary job loss statistic fell while permanent losses rose by a 345,000 to  
3.8 million. 

U.S. EQUITY MTD (%) QTD (%) YTD (%) 1 YEAR 

Wilshire 5000 Total Market IndexSM (3.74) 9.14  5.54  15.12  

Standard & Poor's 500 (3.80) 8.93  5.57  15.15  

Wilshire 4500 Completion IndexSM (2.99) 9.47  2.88  11.81  

MSCI USA Minimum Volatility (1.62) 5.77  (1.10) 1.94  

Source: Bloomberg. Indexes are total return. 

 

U.S. EQUITY BY SIZE/STYLE MTD (%) QTD (%) YTD (%) 1 YEAR 

Wilshire US Large-Cap IndexSM (3.76) 9.56  7.05  16.78  

Wilshire US Large-Cap Growth IndexSM (4.17) 13.78  20.03  33.53  

Wilshire US Large-Cap Value IndexSM (2.80) 4.97  (5.51) 1.22  

Wilshire US Small-Cap IndexSM (3.69) 4.04  (10.34) (2.26) 

Wilshire US Small-Cap Growth IndexSM (2.93) 7.07  (0.06) 10.02  

Wilshire US Small-Cap Value IndexSM (4.33) 1.04  (19.70) (13.24) 

Wilshire US Micro-Cap IndexSM 0.24  3.59  (11.61) (4.11) 

Source: Bloomberg. Indexes are total return. 

ECONOMIC HIGHLIGHTS 

GDP: Real GDP was down -31.7% during the  
second quarter of 2020. Although the drop was 
massive from a historical perspective, it was 
also expected by forecasters. The main 
detractor from growth was personal 
consumption, down -34% for the quarter and 
resulting in a -23.5% drop in real GDP. However, 
the largest absolute drop was with private 
investment, down -46%. The Federal Reserve 
Bank of Atlanta’s GDPNow forecast points to a 
rebound of 30%+ during the third quarter. 

Source: Bureau of Economic Analysis 

Interest Rates: The Treasury curve was little 
changed during the quarter or, in fact, for the 
past six months. The 10-year Treasury currently 
stands at 0.69%, which is down by -123 basis 
points since year-end 2019. The 10-year real 
yield (i.e. in excess of inflation) is down for the 
quarter, equaling -0.94%. The Federal Open 
Market Committee met three times during the 
quarter with no changes to the Fed Funds Rate, 
which is effectively zero. The Committee’s 
forecast is for no rate changes through 2023. 

Source: U.S. Treasury 

Inflation: Consumer price changes surged 
during the third quarter, with modest gains for 
the past twelve months. The Consumer Price 
Index was up 1.5% for the three months ending 
August, and up 1.3% for the one-year period. 
The 10-year breakeven inflation rate increased 
during the quarter to 1.63% in September 
versus 1.34% in June. 

Source: Dept. of Labor (BLS), U.S. Treasury 

Employment: The jobs market continues to 
recover after a loss of more than 20 million jobs 
in April. In June nearly five million jobs were 
added, with an average of +1.3 million monthly 
in the third quarter. The unemployment rate 
has fallen back into the single digits but remains 
elevated at 7.9%. Both initial jobless claims and 
continuing claims are falling from reported 
highs during the second quarter. 

Source: Dept. of Labor (BLS) 

Housing: Home prices have been moving 
higher, with the S&P Case-Shiller 20-city Home 
Price Index up 0.5% for the three months 
ending July 2020. During the past 12 months, 
the Index is up 4.0%. 

Source: Standard & Poor’s 
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2020 has brought several unprecedented events. Although the U.S. has experienced 
an overnight rate near zero before, this year is the first time that the bellwether 10-
year Treasury has been below 1%. Interest rates have a natural floor, or perhaps the 
better term is basement as rates can go negative. As rates approach this bottom, yield 
(and price) changes can become asymmetrical. Rates either go up (and prices go 
down) or stay relatively steady. One consequence of this pattern is that fixed income 
returns tend to become less volatile. The history of Japan during the past 20 years 
serves as an example. The yield on the 10-year Japanese Government Bond fell below 
2% during the late-1990’s and below 1% in 2012. Concurrently, volatility on Japanese 
bonds fell from 4-5% to 2%. Should the U.S. experience a prolonged period of low 
rates, a similar outcome is likely. 

YIELDS VS. RISK IN JAPAN (%) 

Source: Bloomberg 

Non-U.S. Equity Markets 
Equity markets outside of the U.S. also enjoyed a strong quarter, with emerging 
markets outperforming all developed markets. Economic releases showed that the 
U.K. suffered a contraction of nearly -20% during the second quarter. The 
government’s furlough program, where they support a majority of employees’ wages, 
has kept the unemployment rate to just 4%. Euro zone manufacturing activity is on 
the rise, led by strength in Germany. However, their service industry accounts for 
two-thirds of GDP and continues to suffer from COVID-19 related restrictions. The 
European Central Bank has warned that progress will be slow and uneven, stating 
that, “we should maintain a significant amount of monetary stimulus until we achieve 
solid recovery.” Emerging markets were led by Taiwan (+15% in local currency terms), 
India and China (each +12%). The Chinese economy actually grew during the second 
quarter after more than half of the country was shut down in February. The official 
Purchasing Manager’s Index for China indicates that manufacturing in the country 
expanded in September for the seventh straight month after a dramatic slowdown. 
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 USD (%) Local Currency (%) 

NON-U.S. EQUITY MTD QTD YTD 1 YEAR MTD QTD YTD 1 YEAR 

MSCI ACWI ex USA (2.46) 6.26  (5.44) 3.00  (1.29) 3.52  (5.84) (0.02) 

MSCI ACWI ex USA Minimum Volatility (1.36) 3.54  (6.02) (2.46) (0.62) 1.24  (7.10) (5.35) 

MSCI EAFE (2.60) 4.80  (7.09) 0.49  (0.99) 1.22  (9.44) (4.74) 

MSCI Emerging Markets (1.60) 9.56  (1.16) 10.54  (1.65) 8.65  2.67  12.46  

MSCI ACWI ex USA Small cap (1.26) 10.50  (3.64) 6.97  0.12  7.46  (4.00) 3.79  

Source: Bloomberg. All foreign equity indexes are net return. 

Fixed Income Markets 
The U.S. Treasury yield curve was little changed during the second and third quarters, 
after a dramatic drop in Q1. Although the entire curve remains below 1.50%, it also is 
steeper than it has been in two years. The 10-year Treasury yield ended the quarter at 
0.69%, up just three basis points from June. The Federal Open Market Committee met 
three times during the quarter, as scheduled, with no change to their overnight rate, 
which they expect will be near zero until at least 2023. In a meaningful step, the 
Committee addressed a revised policy that allows inflation to move above the 2% 
target before increasing interest rates, adopting specific language to emphasize this 
goal. Credit spreads continued to tighten during the quarter. 

 

U.S. FIXED INCOME MTD (%) QTD (%) YTD (%) 1 YEAR 

Bloomberg Barclays U.S. Aggregate (0.05) 0.62  6.79  6.98  

Bloomberg Barclays Long Term Treasury 0.38  0.12  21.35  16.34  

Bloomberg Barclays Long Term Corporate (0.47) 1.91  8.36  9.81  

Bloomberg Barclays U.S. TIPS (0.37) 3.03  9.22  10.08  

Bloomberg Barclays U.S. Credit (0.27) 1.50  6.39  7.50  

Bloomberg Barclays U.S. Corporate High Yield (1.03) 4.60  0.62  3.25  

S&P/LSTA Leveraged Loan 0.63  4.14  (0.66) 1.06  

Source: Bloomberg. Indexes are total return. 

 

GLOBAL FIXED INCOME MTD (%) QTD (%) YTD (%) 1 YEAR 

Bloomberg Barclays Global Aggregate (0.36) 2.66  5.72  6.24  

Bloomberg Barclays Global Aggregate (Hdg) 0.37  0.73  4.65  4.14  

Bloomberg Barclays EM LC Gov’t Unvrsl (0.09) 2.12  1.05  4.58  

Bloomberg Barclays EM LC Gov’t Unvrsl (Hdg) (0.04) (0.50) 3.08  3.82  

Source: Bloomberg. Indexes are total return. 
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Real Asset Markets 
Real estate securities were up during the third quarter in both the U.S. and abroad. 
Sector performance was mixed, with industrial assets moving higher and a noticeable 
lag in retail holdings. Commodity results were positive for the quarter as crude oil 
was up 2.4% to $40.22 per barrel. Natural gas prices jumped 44.3%, ending the 
quarter at $2.53 per million BTUs, on a rebound in demand and a tighter outlook for 
supply in 2021. Midstream energy lagged during the third quarter although the 
broader infrastructure segment was positive. Finally, gold prices were up 4.8%, the 
eighth straight positive quarter, and finished at approximately $1,888 per troy ounce. 

 

REAL ASSETS MTD (%) QTD (%) YTD (%) 1 YEAR 

Wilshire US Real Estate Securities IndexSM (3.36) 1.25  (16.86) (17.75) 

Wilshire Global Real Estate Securities IndexSM (3.29) 1.31  (19.25) (18.32) 

Bloomberg Commodity (3.35) 9.07  (12.08) (8.20) 

S&P Global Infrastructure (3.00) 1.58  (18.08) (13.89) 

Alerian Midstream Energy (10.50) (9.40) (36.21) (34.82) 

Source: Bloomberg. Indexes are total return. 

Important Information 
This material contains confidential and proprietary information of Wilshire Associates Incorporated (Wilshire), and is intended for the exclusive use 
of the person to whom it is provided. It may not be disclosed, reproduced, or redistributed, in whole or in part, to any other person or entity without 
prior written permission from Wilshire. 

Wilshire is a global financial services firm providing diverse services to various types of investors and intermediaries. Wilshire’s products, services, 
investment approach and advice may differ between clients and all of Wilshire’s products and services may not be available to all clients. For more 
information regarding Wilshire’s services, please see Wilshire’s ADV Part 2 available at www.wilshire.com/ADV. 

This material is intended for informational purposes only and should not be construed as legal, accounting, tax, investment, or other professional 
advice. Past performance does not guarantee future returns. This material may include estimates, projections and other "forward-looking 
statements." Forward-looking statements represent Wilshire's current beliefs and opinions in respect of potential future events. These statements 
are not guarantees of future performance and undue reliance should not be placed on them. Such forward-looking statements necessarily involve 
known and unknown risks and uncertainties, which may cause actual events, performance and financial results to differ materially from any 
projections. Forward-looking statements speak only as of the date on which they are made and are subject to change without notice. Wilshire 
undertakes no obligation to update or revise any forward-looking statements. 

This material represents the current opinion of Wilshire based on sources believed to be reliable. Wilshire assumes no duty to update any such 
opinions. Wilshire gives no representations or warranties as to the accuracy of such information, and accepts no responsibility or liability (including 
for indirect, consequential or incidental damages) for any error, omission or inaccuracy in such information and for results obtained from its use. 
Information and opinions are as of the date indicated, and are subject to change without notice. 

Past performance is not indicative of future results. 

Wilshire® is a registered service mark of Wilshire Associates Incorporated, Santa Monica, California. All other trade names, trademarks, and/or service 
marks are the property of their respective holders. 

Copyright © 2020 Wilshire Associates Incorporated. All rights reserved. 
11135544 E1220 

 

 

Oil prices edged higher  
during the quarter while 
natural gas jumped due to 
improved demand and a 
tighter supply outlook 
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