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THIRD QUARTER 2021 

Quarterly Performance and Commentary 

Wilshire Diversified Alternatives Portfolio 

Economy and Financial Markets 

The U.S. stock market, represented by the FT Wilshire 5000 Index℠, was up 0.14% for the third quarter of 2021. A slim 
majority of the eleven sectors were in positive territory, with Financials (+2.6%) and Utilities (+1.2%) representing the best 
performing sectors. The worst performing sector this quarter was Materials (-4.6%), which represents a relatively small 
segment of the U.S. market, with a weight of 2.3%. From a size perspective, large-cap outperformed small-cap during the 
quarter. While growth stocks outperformed value within the large-cap segment of the market, growth trailed value within 
small-cap. 

Performance results within international equity markets were mixed during the third quarter, with developed markets 
generally positive (in local currency terms) against a meaningful drop within emerging markets. The main sources of 
weakness were South Korea (-13.2%) and China (-18.1%), the latter of which comprises one-third of the emerging market 
index. Economic conditions in the U.K. appear to be rapidly deteriorating. The Office for National Statistics said that the 
economy grew by just 0.1% in July, hampered by supply-chain issues and Covid-19 infections. At the same time, inflation has 
spiked, with consumer prices in the U.K. rising 3.2% in August. Germany, Europe’s largest economy, is also facing a slowdown 
while the country’s Ifo Index, which measures the business climate, fell for the third month in a row in September. Angela 
Merkel is set to step down as chancellor after 16 years following an election held just before quarter-end. Problems in China 
include an over-indebted real estate market where a slowdown could result in a drop in personal consumption and property 
investment. 

The U.S. Treasury yield curve was up, generally, during the quarter, with yields in the 3- to 10-year maturity range rising the 
most. The 10-year Treasury yield ended the quarter at 1.49%, up two basis points from June. Credit spreads widened, with 
the spread on the broad high yield market closing the quarter at 2.89%. The Federal Open Market Committee (FOMC) met 
twice during the quarter, as scheduled, with no change to their overnight rate. Through the Fed’s “dot plot,” they are 
messaging that the current intent is for a 25 basis point increase in the overnight rate before the end of 2022. Their median 
forecast for year-end 2023 is for a Fed funds rate of 1.0%. The greatest point of interest for the Fed during the fourth quarter 
will be their decisions on possible tapering of bond purchases, known as quantitative easing. Fed chair Jerome Powell says 
that he believes the U.S. has made substantial progress towards moderate inflation and maximum employment and that the 
Fed could “easily” announce a tapering strategy at its next meeting in November. 

Real estate securities were up during the third quarter in the U.S. but down abroad. Gains by sector were led by Apartments 
(+7.8%) and Residential (+6.7%). Laggards were generally found in the Factory Outlets (-12.7%), Hotels (-2.6%) and Health 
Care (-2.5%) sectors. Commodity results were positive for the quarter, as crude oil was up 2.1% to $75.03 per barrel. There 
was some weakness elsewhere in commodity markets, however, particularly within metals and agriculture. Natural gas prices 
were up 60.7% during the third quarter, ending at $5.87 per million BTUs. Natural gas prices are now up 125% during the 
past six months. Midstream energy fell after three strong quarters, while the broader infrastructure segment was positive. 
Finally, gold prices were down -0.9% and finished at approximately $1,755 per troy ounce. 

Wilshire Liquid Alternative Indices 

The Wilshire Liquid Alternative IndexSM, which provides a representative baseline for how the broad liquid alternative 
investment category performs, returned -0.89% for September, underperforming the -0.38% monthly return of the HFRX 
Global Hedge Fund Index.  
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The Wilshire Liquid Alternative Equity Hedge IndexSM ended the month down -2.09%, underperforming the HFRX Equity 
Hedge Index’s return of -0.51%. For the quarter the Wilshire Liquid Alternative Equity Hedge IndexSM returned -0.16%, 
underperforming its HFRX counterpart’s return of 1.28%. Long-short managers with US and European exposure were positive 
through the first two months of the quarter on the back of strong earnings and a stable 10-year yield. Growth-oriented 
managers outperformed but value-oriented managers also produced positive performance. September was a far more 
challenging month as managers were generally flat but exhibited positive alpha while equity markets were modestly down. 
The final week of the quarter saw equities sell off as managers generally made a growth-to-value trade. Long-short managers 
have generally reduced both gross and net exposure as risk/reward has become more asymmetric to the downside on the 
back of historic valuations. 

The Wilshire Liquid Alternatives Event Driven IndexSM ended the month up 0.24%, outperforming the HFRX Event Driven 
Index’s monthly return of 0.06%. For the quarter the Wilshire Liquid Alternatives Event Driven IndexSM returned -0.68%, 
outperforming the HFRX Event Driven Index’s return of -1.04%. Merger arbitrage managers experienced a slightly negative 
quarter after the collapse of the Aon/Willis Towers Watson deal. Despite the anti-trust concerns surrounding M&A activity 
and a challenging start to the quarter, merger activity reached all time highs in September. Bank consolidation and private 
equity-led deals remain areas of strong activity. Broadly speaking, merger spreads have remained volatile due to anti-trust 
risk. 

The Wilshire Liquid Alternative Multi-Strategy IndexSM, which includes both single and multi-manager funds, returned -1.58% 
in September and -1.08% for the quarter. 

The Wilshire Liquid Alternative Global Macro IndexSM ended the month up 0.18%, outperforming the HFRX Macro/CTA 
Index’s monthly return of -1.24%. For the quarter the Wilshire Liquid Alternative Global Macro IndexSM returned -0.13%, 
outperforming the HFRX Macro/CTA Index’s return of -1.49%. Macro managers experienced a challenging start to the quarter 
due to significant exposure to FX. The strong relative performance of safe haven currencies such as the US dollar, Japanese 
Yen and Swiss Franc negatively impacted CTAs. Sharpe reversals in currency and commodity trends midway through the 
quarter further challenged CTAs. Long positions in equities modestly offset these losses in July and August. A sharp reversal in 
equities in the last week of the quarter were offset by strong performance in commodities, leading to a flat result overall. 

The Wilshire Liquid Alternative Relative Value IndexSM ended the month down -0.28%, underperforming the HFRX Relative 
Value Arbitrage Index’s monthly return of -0.15%. For the quarter the Wilshire Liquid Alternative Relative Value IndexSM 
returned -0.17%, underperforming the HFRX Relative Value Arbitrage Index’s return of -0.03%. Despite spreads remaining 
tight, structured credit markets experienced a challenging quarter on the back of a cooling residential housing market, 
geopolitical risk, rising government bond yields, and a general rise in market volatility. 

Performance/Fund Level Performance (As of September 30, 2021) 

 

Source: Wilshire CompassSM 

*The Wilshire Diversified Alternatives Portfolio (the “Portfolio”) was incepted in May 2009. Underlying fund returns are 
adjusted to align with the Portfolio for more appropriate comparison of historical performance over time. Inception to date 
(ITD) returns for underlying funds incepted after the Portfolio are derived using data from those time periods available. 
Inception dates for each underlying fund are provided for reference. 

INCEPTION 1-MONTH QTD 1-YEAR 5-YEAR 10-YEAR ITD*

Wilshire Diversif ied Alternatives Portfol io           (Gross) May-09 -0.96% -0.40% 8.90% 3.72% 2.82% 2.27%
                                                                                     (Net) May-09 -0.98% -0.48% 8.58% 3.42% 2.52% 1.98%

361 Global Long-Short Equity Dec-14 -3.41% -1.57% 2.24% 3.88% N/A 4.24%

Boston Partners Long/Short Research Sep-10 0.18% 1.38% 29.51% 3.74% 6.73% 6.29%

Gotham Index Plus Mar-15 -4.74% -0.15% 26.82% 15.12% N/A 12.73%

BlackRock Event Driven Equity I Jan-08 0.00% -1.34% 5.01% 5.84% 9.87% 10.01%

JHancock Diversified Macro I Aug-19 -0.53% -2.30% N/A N/A N/A -1.01%

Natixis ASG Managed Futures Jul-10 -2.09% -2.36% 12.95% 2.87% 3.10% 4.14%

Metropolitan West Unconstrained Bond Fund (TCW) Sep-11 -0.12% 0.33% 4.15% 3.60% N/A 5.23%

J. Hancock Strategic Income Opportunities (Manulife) Nov-11 0.03% 0.26% 7.90% 4.65% N/A 5.50%

JPMorgan Strategic Income Opportunities Select Oct-08 0.14% 0.26% 1.53% 2.32% 3.09% 3.91%

Blackstone Alternative Multi-Strategy Jun-14 -0.09% -0.09% 11.48% 3.50% N/A 3.04%

Wilshire Liquid Alternat ive Index Dec-99 -0.89% -0.37% 8.65% 2.86% 2.49% 2.85%
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Performance results of the Portfolio are based on gross-of fee returns derived from Wilshire Compass; Wilshire recalculates 
the returns to reflect the deduction of the maximum 0.29% Strategist Fee that Wilshire charges for this advisory service. 
However, actual client results will be lower based on the imposition of platform fees, advisory fees and custodial fees by firms 
providing this service to end-clients. The results reflect reinvestment of all dividends and interest. Returns for periods longer 
than one year are annualized. These performance highlights should be reviewed in the context of the markets applicable to 
the investment strategies of the Portfolio and the funds listed.  

As with all investments, there is no guarantee that the investment strategy will be successful and investors should be aware 
that investments can lose money, including principal, so that an investor could end up with less money than was invested. For 
complete information regarding any of the mutual funds listed here, please contact the mutual fund distributor to obtain a 
prospectus. Investors should read the prospectus carefully prior to investing. 

Manager Breakdown – Target Allocations, Approximate 

 

 

 

Strategy Groupings – Target Allocations, Approximate 
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Important Information 

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 contains confidential and proprietary information of 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. Third party information contained herein has been obtained from sources believed to be reliable. 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.  

This material is intended for informational purposes only and should not be construed as legal, accounting, tax, investment, or other 
professional advice. Prospective investors should consult their own tax advisers to determine the tax effects of the investments in this 
document in light of their particular financial situations. This material should not be considered a recommendation or solicitation to purchase 
securities. Past performance is not indicative of future results. 

In the creation and provision to you of this informational document, Wilshire is not acting in an advisory or fiduciary capacity in any way, 
including without limitation with respect to the Employee Retirement Income Security Act of 1974, as amended or the Department of Labor 
rules and regulations thereunder, and accepts no fiduciary responsibility or liability with respect to this information or any decision(s) that 
may be made based on the information provided. 

Wilshire Advisors LLC (Wilshire) is an investment advisor registered with the SEC. Wilshire® is a registered service mark. All other trade names, 
trademarks, and/or service marks are the property of their respective holders. 

Copyright © 2021 Wilshire Advisors LLC. All rights reserved.  
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More information 
For more information on our managed portfolios, please contact us directly: 

T +1 855 626 8281 

managedportfolios@wilshire.com 

Wilshire 

1299 Ocean Avenue, Suite 700, Santa Monica, CA 90401 

wilshire.com 


