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This is Not About the Coronavirus. We’ve Been Here Before.
Nothing Profitable is Comfortable.

This is not about the coronavirus. We are experiencing a period of heightened volatility in equity markets, and we’ve been
expecting this for some time. Equities have been priced for perfection, with historically low levels of volatility and very low
yields for high yield bonds—altogether a sign of complacency on behalf of investors which typically precedes corrections in
asset prices and heightened market risk. We are also in the midst of a Presidential election which will likely introduce
uncertainty and volatility into markets. In preparation for this environment, we remain diversified and we have positioned
portfolios to favor parts of the market which we observe as being relatively undervalued. Specifically, we are overweight
government bonds, U.S. value equities, small cap companies, and foreign equities. Many of these “unloved” assets are
underpriced relative to the “loved” or crowded parts of the investment landscape. Therefore, we expect a higher margin of
safety, or more downside protection relative to the global equity market.

We've been here before. The exhibit below plots the value of the S&P 500 Index since 1986. We can observe a total of 10
periods of market stress over a period of more than 30 years, many of which were deemed a “crisis.” While these bouts of
market volatility felt unnerving at the time and some lasted longer than others, in looking back at these market corrections,
it’s clear that staying the course was a winning strategy. It’s also clear that the losses experienced at the time pale in
comparison to the capital appreciation that ensued over the long-term.

Nothing profitable is comfortable. It’s usually hard to foresee the next “crisis,” as was the case with the coronavirus. While
it’s difficult to forecast how this is going to evolve and impact the global economy, it’s likely that the uncertainty alone will
plague the economic outlook and lead to more volatility in the foreseeable future. There is no doubt that this is already
impacting global supply chains and it’s likely going to have a large effect on the global consumer, but the duration and impact
on economic growth is hard to quantify at this time. Equity and corporate bond markets have yet to offer an attractive value
opportunity, indicating that the worst is likely not priced in and there is a reasonable likelihood of more downside risk in the
near-to-intermediate term. While the economy may experience a “U” shaped recovery, the rebound in asset prices is often
‘V” shaped. Therefore, we remain invested and we are not tactical because we know that markets typically overreact and are
very difficult to time. Getting out may seem like a clear decision, but getting back in is usually the challenge that leads to
missed return opportunities. We recognize that volatility often creates opportunity, and as a result, we are disciplined about
rebalancing our portfolios as prices fall, buying our losers and selling our winners. Nothing profitable is comfortable.
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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.

Wilshire Funds Management (“WFM”) is a business unit of Wilshire Associates Incorporated (“Wilshire®”). This material
contains confidential and proprietary information of Wilshire. 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 Funds Management.

This material is intended for informational purposes only and should not be construed as legal, accounting, tax, investment,
or other professional advice. Past performance is not indicative of future results. This material may include estimates,
projections and other “forward-looking statements.” Due to numerous factors, actual events may differ substantially from
those presented.

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.

Diversification and asset allocation do not guarantee a profit, nor do they protect against loss, including the loss of principal.
Past performance is not indicative of future results.

Wilshire recognizes that conflicts of interest will arise in the provision of its services. Wilshire has implemented policies and
procedures that seek to mitigate conflicts of interest through appropriate oversight, transparency and controls. It is
Wilshire’s policy to make evaluations, recommendations and decisions based solely upon the best interests of clients and
without regard to any benefit (economic or otherwise) that Wilshire receives or might receive. Additional information
regarding conflicts of interest is available in Wilshire’s ADV Part 2.

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.
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More information

For more information, please contact us directly:

T +1310451 3051

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