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Today’s Agenda

• Inflation... "Are we in the clear yet?"

• Recession risks... "Are we out of the woods yet?"

• Has the Fed signaled a clear pivot to lower rates or has the 
market overreacted?

• What is the implication of lower interest rates on equity 
valuations and the outlook for risk assets?

• Are earnings expectations reasonable given the outlook for 
slower economic growth?

• Where is sentiment today and how are investors positioned 
heading into 2024?

• How has strong Q4 performance impacted both short- and long-
term capital market expectations?

• How (if at all) should investors consider geopolitical risks against 
this backdrop?
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Wilshire Advisors 

Since 1972, Wilshire has been dedicated to 
improving investment outcomes for institutional 
investors and financial intermediaries worldwide. 

• Institutional advisory and OCIO

• Discretionary and advisory solutions for financial intermediaries

• Full spectrum across traditional and alternative solutions

• Multi-asset analytics

500+

clients

$86 Billion
in assets under management1

$1.2 Trillion
in assets under advisement1

1 As of 9/30/2023. Assets under advisement includes assets under management.
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Wilshire Monday Market Flash: 10-minute weekly market update

For timely market insight, listen to our 
weekly 10-minute market update brought to you by 
Josh Emanuel, Chief Investment Officer for Wilshire.

Visit wilshire.com to access the four most recent Wilshire Monday Market Flash updates.
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Presenters

Josh Emanuel, CFA 

Chief Investment Officer

20+ years of industry experience

As CIO, leads Wilshire’s investment activities, 
including:

• investment strategy

• manager research

• quantitative alpha research

• portfolio management

Steve Foresti

Senior Advisor, Investments

30+ years of industry experience

Guides and supports Wilshire’s investment 
and research efforts, including

• strategic asset allocation research

• capital market forecasts

• thought leadership
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Market Performance Summary

Market Performance Summary Section
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Global Equities as of 12/31/2023

Data Source: Morningstar
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Fixed Income Markets as of 12/31/2023
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Economic Backdrop:
Rate Whiplash & Fed Pivot

Economic Backdrop Section: Rate Whiplash & Fed Pivot
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Asset Allocation & Thematic Returns

Global 60/40 Risk Parity (12%) Growth

Defensive Growth Diversified Credit Real Assets

Defensive

2023 Thematic Return Stacks

Data Source: Wilshire, Bloomberg

2023 Q1 Q2 Q3 Q4

Global 60/40 15.36 5.56 3.36 (3.31) 9.36

Risk Parity (12%) 12.58 8.66 (0.20) (5.82) 10.24

Growth 22.20 7.31 6.18 (3.40) 11.03

Defensive Growth 9.89 2.46 3.23 (2.51) 6.58

Diversified Credit 12.42 2.78 2.14 (0.26) 7.36

Real Assets 2.86 0.90 (1.92) (3.22) 7.39

Defensive 5.53 2.96 (0.84) (3.23) 6.82

Broad Q4 rally drives strong 2023
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Election Cycle Returns

Data Source: Wilshire Compass
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Yield Whiplash

Data Source: Bloomberg
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Stock Prices Moving with Yields

Data Source: Bloomberg
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Fed Pivot: Hinting at “Mission Accomplished?”

Data Source: Bloomberg
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FOMC DOTS: Dec 2024 Fed Funds Target

As of Sep '23 As of Dec '23 Change

Changes to Fed Statement

First Paragraph:

“Recent indicators suggest that growth of 
economic activity expanded at a has 
slowed from its strong pace in the third 
quarter.

… “Inflation has eased over the past year 
but remains elevated.”

Third Paragraph:

“In determining the extent of any 
additional policy firming that may be 
appropriate to return inflation to 2 
percent over time, the Committee will ….”
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Markets (Still) Expect More in Rate Cuts

Data Source: Bloomberg



wilshire.com   |    ©2024 Wilshire Advisors LLC 16

Recession Risks: How Did So Many Get It So Wrong?

Data Source: Bloomberg

Tough to run into recession with so much 
fiscal support (~$2T or >5% GDP / year)

But, is this sustainable?
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Economic & Market Outlook

Economic & Market Outlook Section
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Growth

Wilshire’s Economic Cycle Model Shows a Growing Risk of Contraction

Data Source: Wilshire
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Growth

Will the U.S. Economy Continue to Expand on Consumption and 
Private Investment?

Data Source: Bloomberg
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Growth

Growth Estimates have Declined but Remain Healthy
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Consumption Trend Remains Positive, for Now

Data Source: Macrobond

Growth
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Growth

U.S. Household Debt Service is Still Manageable
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There’s a Lag Between How Consumers Feel About the Future & Economic 
Downturns 

Data Source: Wilshire

Consumer Confidence
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Peeling Back the Onion: Underlying Flexible Inflation is an Indication of Demand

Data Source: Bureau of Labor Statistics (BLS)

Demand & Inflation
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Measures of Inflation have Been Drifting Lower

Inflation
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Producer Prices Continue to Exhibit Limited Inflationary Pressure

Inflation
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Global Alignment in the Sentiment for Interest Rates

Sentiment – Rates
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Treasury Yields Tumbled, Supporting Equity Valuations

Data Source: Macrobond, Bloomberg Data

Treasury Bond Valuations
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Wilshire 10-Year Fair Valuation Model is Roughly in Line with the Market Now

Data Source: Wilshire

Fixed Income Valuation
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Equities Found Support Yet Again… All Riding on Lower Rates

Data Source: Bloomberg

Technicals – Equities
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Equity Valuations: Prices have Adjusted More Than Yields, Leading to Higher 
Valuations  

Data Source: Wilshire Advisors, Bloomberg Data

Equity Valuations



wilshire.com   |    ©2024 Wilshire Advisors LLC 32

Data Source: Macrobond

Dividend Futures Show a Dramatic Increase in Fundamental Outlook 
through 2025

Equity Sentiment
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Equity Valuations: History Shows that Markets Can Become Irrational…

Data Source: Wilshire Advisors, Bloomberg Data

Equity Valuations
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Investor Sentiment has Improved from Lows and is Getting Extended

Data Source: Wilshire Advisors, Bloomberg Data

Equity Sentiment
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There are Outsized Valuation Opportunities

Data Source: Wilshire Advisors, Bloomberg Data

Equity Valuations
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The Market is Getting Short Again

Data Source: CFTC, Wilshire Advisors

Equity Technicals
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Investors are Increasingly Short Treasuries Again

Data Source: CFTC, Wilshire Advisors

Treasury Technicals/Positioning
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Spreads Compressed, but Lowest Quality Credit Spreads Remain Elevated

Data Source: Macrobond, Bloomberg Data

Credit Valuations
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How Long Will Corporate Debt Service Remain Manageable? 

Growth
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Equities Moving Based on Rate Expectations, Except in Risk-Off Environments
Rolling 6-Month Correlation of the FT Wilshire 5000 Index & Bloomberg U.S. Aggregate Bond Index (Daily)

Data Source: Wilshire Advisors, Bloomberg Data

Equity Technicals



wilshire.com   |    ©2024 Wilshire Advisors LLC 41

Wilshire Investment Strategy Views
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Market Forecasts

Market Forecasts Section
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CMA Forecasts: Summary of Changes

• Yield curve down across the maturity spectrum

• Curve movements resulted in lower forecasts for fixed 
income asset classes

• Decrease in spreads for investment grade and high 
yield bonds

• Yields on public real asset securities are down from 
last quarter; inflation assumption down slightly to 
2.25%

• Equity assumptions are down, mainly on higher 
current valuations but also lower income return

• Equity risk premium continues to fall

Risk (%)

Sep Dec

2023 Change 2023

Inflation 2.35 -0.10 2.25 1.75

Cash Equivalents 4.25 -0.45 3.80 0.75

Treasuries 5.00 -0.75 4.25 5.00

Core Bonds 5.60 -0.85 4.75 4.70

LT Core Bonds 5.55 -0.85 4.70 9.85

High Yield Bonds 6.85 -0.95 5.90 10.00

Private Credit 8.95 -0.55 8.40 12.75

Global RE Securities 6.35 -0.60 5.75 16.45

Private Real Estate 6.20 0.10 6.30 13.90

U.S. Stocks 6.00 -1.00 5.00 17.00

Dev. ex-U.S. Stocks 7.00 -1.00 6.00 18.00

Emerging Market Stocks 7.25 -1.00 6.25 26.00

Private Equity 9.65 -1.00 8.65 29.65

Global 60/40 (ACWI/U.S. Core) 6.55 -1.00 5.55 10.75

Asset Class Assumption

Total Return (%)

Sep Dec

2023 Change 2023

Cash - Inflation 1.90 -0.35 1.55

Treasury - Cash 0.75 -0.30 0.45

Core - Treasury 0.60 -0.10 0.50

Long-Term Core - Core -0.05 0.00 -0.05

High Yield - Core 1.25 -0.10 1.15

Global RESI - Core 0.75 0.25 1.00

U.S. Stocks - Core 0.40 -0.15 0.25

Private Equity - U.S. Stocks 3.65 0.00 3.65

Implied Real Return (ACA - CPI)

U.S. Stocks 3.65 -0.90 2.75

U.S. Bonds 3.25 -0.75 2.50

Cash Equivalents 1.90 -0.35 1.55

Implied Risk Premia

Relative Return (%)
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Sep Dec

2023 Change 2023

Inflation 10-Year Treasury Yield 4.57 (0.69) 3.88

10-Year Real Yield 2.23 (0.52) 1.71

Breakeven Inflation 2.34 (0.17) 2.17

Inflation Forecast 2.35 (0.10) 2.25

Cash 91-Day T-Bill Yield 5.55 (0.15) 5.40

T-Bill Yield in 10 Yrs 4.00 (0.50) 3.50

Cash Forecast 4.25 (0.45) 3.80

Treasury U.S. Treasury Idx Yield 4.85 (0.77) 4.08

Treasury Idx Yield in 10 Yrs 5.25 (0.75) 4.50

Treasury Idx Forecast 5.00 (0.75) 4.25

U.S. LT Treasury Idx Yield 4.85 (0.72) 4.14

LT Treasury Idx Yield in 10 Yrs 4.84 (0.66) 4.18

LT Treasury Idx Forecast 4.85 (0.70) 4.15

Spread U.S. Corporate Idx OAS 1.29 (0.29) 1.01

Corporate Idx OAS in 10 Yrs 1.53 0.00 1.53

Corporate Idx Forecast 6.10 (0.85) 5.25

U.S. Core Bond Forecast 5.60 (0.85) 4.75

U.S. LT Core Bond Forecast 5.55 (0.85) 4.70

U.S. High Yield Idx OAS 4.12 (0.66) 3.46

High Yield Idx OAS in 10 Yrs 5.31 (0.01) 5.30

High Yield Bond Forecast 6.85 (0.95) 5.90

Inflation & Fixed IncomeFixed Income Markets
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Equity Markets
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U.S. Equity: Adjusted P/E Ratio vs. Forward Return
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Relative Dev. ex-U.S. Equity: CAPE vs. Forward Return

CAPE Spread Relative 10-Yr Fwd Return

Sep Dec

2023 Change 2023

Equity DDM 6.85 (0.30) 6.55

IGV 5.10 (1.40) 3.70

CAPE 5.85 (1.00) 4.85

U.S. Equity Forecast 6.00 (1.00) 5.00

Dev-ex-US Equity Forecast 7.00 (1.00) 6.00

EM Equity Forecast 7.25 (1.00) 6.25

Private Cost of Debt (Public) 6.25 (0.60) 5.65

Cost of Debt (Private) 8.20 (0.45) 7.75

Private Market Basket Forecast 9.65 (1.00) 8.65

Equity:  Public & Private

Data Source:: Wilshire, Bloomberg, S&P
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Current vs. Equilibrium Forecasts

Current versus Equilibrium Asset Class Assumptions

0%

2%

4%

6%

8%

10%

12%

Nominal Returns

Sep-23 Dec-23 Equilibrium Dec-22

0%

1%

2%

3%

4%

5%

6%

7%

8%

9%

Real Returns

Sep-23 Dec-23 Equilibrium Dec-22



wilshire.com   |    ©2024 Wilshire Advisors LLC 47

Question & Answer

Thank you for joining us! 

Please use the Q&A panel 
to submit questions.

To find out more about our solutions or speak to one of our 
experts, we're ready to connect you to the right team and 
answer any of your questions.

wilshire.com
contactus@wilshire.com
+1 310 451 3051

Josh Emanuel
Chief Investment Officer
jemanuel@wilshire.com

Steve Foresti
Senior Advisor
sforesti@wilshire.com

Ali Kazemi
Managing Director
akazemi@wilshire.com
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Important Information

For institutional and investment professionals only. Not for public distribution.

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.

Wilshire believes that the information obtained from third party sources contained herein is reliable, but has not undertaken to verify such
information. 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 distributed or presented by Wilshire Advisors LLC (“Wilshire”) for informational or educational purposes only and should not be
considered a recommendation of any particular security, strategy or investment product, or as investing advice of any kind. Wilshire is not
providing this material in a fiduciary capacity, and the information may not be relied upon for or in connection with the making of investment
decisions. Nothing in the materials constitute a solicitation of an offer to buy or sell securities, nor is it intended to be and should not be construed
as legal or tax advice. The information does not consider any investor’s particular investment objectives, strategies, tax status or investment
horizon. Always consult a financial, tax and/or legal professional regarding your specific situation.

This material contains opinions of the presenters or authors, but not necessarily those of Wilshire or its affiliates. The opinions contained herein are
subject to change without notice. Forward-looking statements, estimates, and certain other information contained in this material are based upon
proprietary and non-proprietary research and other sources believed to be reliable but are not assured as to accuracy. Past performance is not
indicative of future results. This material represents the current opinion of Wilshire and is subject to change without notice. Wilshire assumes no
duty to update any such opinions.

The information and materials presented 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 gives no representations or warranties as to the accuracy of the information provided 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.

Wilshire Advisors LLC (Wilshire) is an investment advisor registered with the SEC. Wilshire® is a registered service mark.

Copyright © 2024 Wilshire. All rights reserved.

483355 E1224
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