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Significant Growth v Value rotation — what does this reflect?

FT Wilshire LC Growth/Value (Rebased, TR) 2022 vs Q1 2023 Total Returns (%)
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Source: Wilshire, Data as at 31 March 2023
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How are Style indices constructed?

Value: Growth:

(Equal Weight) (Equal Weight)
e Forecast Earnings Yield * Long Term EBITDA growth
* Book to Price * Long Term revenue growth
e (Cash flow yield * Forecast EPS growth

How much genuine ‘Factor Premia’ do they capture?
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A key problem is the capture of significant unintentional exposures ...

Large sector exposure skews (as at year end 2022)
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..resulting in distorted sector weighted performance distributions

2022 Q1 2023
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Stock concentration exposure ...

Weight and Contribution to 2022 Return of Top 10 Largest Stocks by Market Cap

Microsoft Corp. 10.1 -2.8 Apple Inc. 4.0 -1.0
Apple Inc. 9.3 -2.5 Exxon Mobil Corp. 2.7 2.4
Amazon.com Inc. 4.9 -2.4 Johnson & Johnson 2.5 0.1
Alphabet Inc CI-C 3.1 -1.2 Berkshire Hathaway Inc 2.4 0.1
Alphabet Inc CI-C 3.0 -1.1 JPMorgan Chase & Co. 2.3 -0.3
NVIDIA Corp. 2.3 -1.2 Procter & Gamble Co. 2.1 -0.1
Tesla Mtrs Inc 2.1 -1.4 Chevron Corp. 2.1 1.2
MasterCard Inc. 2.0 -0.1 Pfizer Inc. 1.7 -0.2
UnitedHealth Group Inc. 1.6 0.1 Merck & Co. Inc. 1.7 0.8
Eli Lilly & Co. 1.6 0.6 Coca-Cola Co. 1.6 0.2
Total 40.1 -12.0 Total 22.9 3.2

Source: Wilshire, Data as at 31 December 2022

wilshire.com | ©2023 Wilshire Advisors LLC 6



Market Navigation Wilshire

... and macro indicator & long duration equity sensitivity
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These ‘off target exposures’ dilute intended factor premia exposure

Source: Wilshire, Refinitiv and FactSet, Data as at 31 March 2023
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‘Pure factors’ paint a different picture — via minimization of ‘off target’ exposures

 Methodology designed to focus on factor premia and the minimization of off target exposures

* Via sector neutral and ‘multiple tilt” approach:

Quality is defined as an equally weighted composite of:
* ROE

e Accruals Ratio ( Net income —FCF)/Total assets

* Debt to Equity Ratio

Value is defined as an equally weighted composite of:
e Earnings Yield,

* Sales to Price Ratio,

e (Cash Flow Yield

* Book to Price Ratio
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Pure factors have delivered very different return profiles to Style indices

2022 Total Returns (%) Q1 2023 Total Returns (%)
Quality/Growth Value Quality/Growth Value
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Not as much Growth/Value rotation via the prism of ‘Pure Factors’

Source: Wilshire, Data as at 31 March 2023
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Why the difference? Minimizing ‘off target’ active exposures

Value:

Value Style vs Pure Value-2022 Average Active Exposure Value Style vs Pure Value-Q1 2023 Average Active Exposure
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Source: Wilshire, Data as at 31 March 2023
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Resulting in very different return drivers and characteristics

Value Style vs Pure Value-2022 Performance Attribution Value Style vs Pure Value-Q1 2023 Performance Attribution
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Source: Wilshire, Data as at 31 March 2023
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The same story comparing Growth v Pure Quality active exposures

Growth v Pure Quality:

Growth Style vs Pure Quality-2022 Average Active Exposure Growth Style vs Pure Quality-Q1 2023 Average Active Exposure
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Source: Wilshire, Data as at 31 March 2023
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Growth vs Quality factor performance attribution

Growth Style vs Pure Quality-2022 Performance Attribution Growth Style vs Pure Quality-Q1 2023 Performance Attribution
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Traditional factors & style indices capture numerous off target exposures

e Sector

* Stock concentration L . : .
These minimize factor premia signalling and create a false narrative

* Macro —long duration of exaggerated rotation

e QOther factors

Pure Factors are designed to apply precision to Factor Premia capture enhancing
multi-factor application
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More information

Subscribe and download here: http://www.wilshire.com/

Pure Factors Methodology

Wilshire

FT Wilshire Factor Index Series
April 2023

wilshire.com | wilshireindexes@wilshire.com | T 2 | o e Advisors LLC. All Right
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Research Papers

Wilshire

Capture Value and Growth
Styles with precision

Meeting investors’ requirements for modernized Value and Growth indexes

Introduction

s of Value and Growth Factors to the modern markets

Forecast Earnings Yield

Book-to-Price

Cash Flow Yield

Long-term EBITDA Growth

wishire com

Wilshire

Did traditional style indexes create

a false narrative for factor analysis
in 20227

Was the rotation from Growth to Value in 2022 as significant as it
seemed? Not if viewed through the prism of ‘Pure Factors’

One of the key market dynamics in 2022 was the significant rotation out of
March 2023
Growth stocks towards Value stocks depicted though the movement of

Index Research style indexes. As can be seen in exhibit 1 the FT Wilshire large cap value

marketreports@wilshirecom index not only outperformed the FT Wilshire Large Cap index by 13.2% in
2022 it outperformed the large cap growth index by a significant 25.1%.
The Growth style underperformed the FT Wilshire Large Cap index by
11.9%. The rotation out of Growth towards Value in 2022 in effect
neutralized the marked rotation to Growth that occurred in the immediate

aftermath of the Covid pandemic in 2020.
Exhibit 1: Value Style outperformed Growth by 25.1% in 2022
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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 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 may include estimates, projections, assumptions 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.

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

Copyright © 2023 Wilshire. All rights reserved.
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