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What Does the “Triple Low” 
Mean for Investors?

Following the global financial crisis, the post-recession recovery has been characterized by persistent low 
economic growth, low interest rates, and low inflation.

Low Economic Growth
U.S. GDP per capita growth rate 

10-year moving average

Low Interest Rates
U.S. 10-Year Treasury Note

Low Inflation
U.S. Consumer Price Index 

Year Over Year

Sources: Bloomberg, World Bank, Wells Fargo Investment Institute,12/31/15.

In this environment, we forecast most returns to be below historical averages
Historical Average Returns Compared to Our Hypothetical Return Assumptions

Source: Wells Fargo Investment Institute Forecasts, Historical Data: FactSet and Morningstar Direct, 8/15/2016.
For illustrative purposes only. Does not represent the performance of any investment. An index is unmanaged and not available for direct investment.
Cash Alternatives: Ibbotson Associates SBBI (Stocks, Bonds, Bills, and Inflation) U.S. 30 Day T-Bill Index. U.S. Taxable Intermediate Investment-Grade Fixed 
Income: Barclays U.S. Aggregate (5-7 year) Index. Developed Market Ex.-U.S. Fixed Income: JP Morgan Global Ex-United States Index. U.S. Large Cap Equities: 
S&P 500 Index. Developed Market Ex.-U.S. Equities: MSCI Europe, Australasia, Far East (EAFE) Index. Emerging Market Equities: MSCI Emerging Markets (EM) 
Index. Public Real Estate: FTSE EPRA/NAREIT Developed Index. Commodities: Bloomberg Commodity Index.
Cyclical (three-to-five year) and Strategic (10-to-15 year) capital market assumptions are estimates of how asset classes and combinations of classes may respond 
during various market environments. Assumptions are not designed to predict actual performance, and there are no assurances that any estimates used will be 
achieved. Hypothetical returns represent our estimate of likely average returns over the next several market cycles. They do not represent the returns that an investor 
should expect in any particular year. Historical average returns are from 1991 to 2015. Hypothetical and past performance is no guarantee of future results.

Investment and Insurance Products:  NOT FDIC Insured  NO Bank Guarantee  MAY Lose Value
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Finding Fuel for Growth
Economic growth is essential for creating investment opportunities and improving 
the lives of individuals around the world. Ingredients of economic expansion over 
the next decade may be found in:

Consumers
The U.S. economy has been 
leading most other countries 
in this recovery. As such, U.S. 
consumers are helping to fuel 
growth domestically and in 
other regions. In addition, 
Millennials —who now 
outnumber Baby Boomers 
in the U.S.—have begun 
to demonstrate an 
entrepreneurial spirit and are 
stepping up their spending.

Innovation
Unprecedented technological 
advances in areas like cloud 
computing, cyber security, data 
and analytics, mobile, and 
robotics are likely to drive 
economic growth by enhancing 
productivity. These advances 
should benefit not just 
companies in the Technology 
sector, but in many other 
sectors as well.

Emerging Markets
Millions of people, including 
many who dream of living a 
middle-class lifestyle and 
having the trappings (homes, 
cars, and appliances) that 
go with it, live in emerging 
markets. Changes taking place 
in these countries may help 
make these dreams a reality 
in the long run.

QUESTIONS WE ADDRESS

Where are we in the 
current business 
cycle?

Where is long-term 
economic growth 
likely to come from?

What should investors 
do in this low-growth, 
low-inflation 
environment?

How can investors 
position portfolios 
to exploit long-term 
growth opportunities?



CURRENT CYCLE

Trough

Peak

Advance Decline

Sectors That Tend to Perform Best in Each Phase
Consumer Staples
Health Care
Financials

Note: Technology and Telecommunications Services act independent of market cycles.

Consumer Discretionary
Industrials

Industrials
Energy
Materials

Consumer Staples
Health Care
Utilities
Energy

Where U.S.
appears to be

Where Are We in the Current 
Business Cycle?
Typically, business and market cycles are divided into four segments: Phase I, when the economy is 
slow or in decline and stocks begin to trough; Phase II, when the economy begins to trough and stocks 
begin to advance; Phase III, when the economy is growing persistently and stocks are rising toward a 
peak; and Phase IV, when stocks tend to start their decline and the economy is slowing.

We Believe There’s Still Time for Growth
Typically, we observe approximately two business cycles during a 10- to 15-year period. However, during the current 
cycle, the global economy is nearly eight years into a slow, uneven recovery that has varied across regions and 
countries. Although economic growth rates in the U.S. and abroad still fall short of their pre-crisis levels and data 
are mixed, we believe the U.S. economy is approaching the later stages of the business cycle.

Hypothetical Business Cycle Progression

Market Cycles Tend to Lead Business Cycles
The stock market is traditionally considered a leading indicator. In other words, it attempts to look ahead and 
anticipate the next phase of the business cycle as investors seek to take advantage of what appears to be over 
the horizon. As economic growth starts to pick up steam, it should come as no surprise that the equity market 
may be approaching its peak; however, sectors that have outperformed during the past year do not point 
toward late-cycle investor behavior.
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A Recession Does Not Seem Imminent
Given the age of this recovery, investors are concerned that a recession 
may be around the next corner. Historically, there are a number of 
conditions which we believe usually coincide with the concluding months 
of a business cycle:

· A significant increase in wage growth and overall inflation
·  Multiple increases in the federal funds rate
·  Rapidly falling credit standards and correspondingly fast debt growth
·  Tighter manufacturing capacity utilization
·  Higher performance by “later cycle” sectors
·  Home prices or equity valuations surging past historical medians

We believe that the end of a business cycle is dependent upon meeting 
a set of circumstances that either reduce the consumer’s ability to spend 
and/or increase the hurdle rate for companies to create and invest in 
new projects. Keeping in mind that each business cycle is unique, the 
fundamentals and behaviors typically seen very late in a cycle generally 
have not appeared, based on our analyses.

Indicators Suggest Further Growth
There are several traditional drivers of economic growth, including 
demographic changes, worker productivity, capital investment, and 
innovation. A large population has more consumers to purchase goods, 
while improvements in productivity generally make goods cheaper 
and boost demand. Historically, technological and other disruptive 
innovations have led to surges in economic growth. In the 1990s, the 
Internet made an indelible impact on productivity and growth for nearly 
all sectors. Now, we hear talk of how robots will enhance our daily lives 
over the next decade and beyond.

Today, relatively new participants in the global economy are at varying 
levels of development. The U.S. and other developed nations contribute 
significantly to the global economy, yet many of these economic 
powerhouses were battered during the financial crisis and continue to 
recover. Meanwhile, emerging-market economies are undergoing long-
term structural shifts, including emergence of a burgeoning consumer 
class which should spur growth for years to come.

Preparing for the Later Innings
We believe a unique set of factors in developed and emerging markets will 
help support late-cycle growth in today’s low-growth, low-interest-rate, and 
low-inflationary environment. Because our forecasted returns for many 
asset classes fall below their long-term historical averages, it is important 
to look for potential opportunities as they appear. Investors need to be 
flexible enough to anticipate and respond as opportunities arise, while 
keeping short-term and long-term goals in mind.

BUSINESS CYCLES

11
Number of business cycles 

from 1945 to 2009

69
Average cycle (months)

128
Longest cycle (months) 
March 1991-Nov. 2001

28
Shortest cycle (months) 

July 1980-Nov. 1982
Source: National Bureau of Economic Research, 

8/15/16



U.S. CONSUMERS
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An Economic Growth Engine
The U.S. economy, like other developed economies, is driven by the consumer. Composing nearly 70 
percent of gross domestic product (GDP), consumer spending in the U.S. has been steady throughout 
the recovery, and that trend should continue. Looking ahead, the U.S. consumer is poised to increase 
spending through year-end and into 2017. Expanding consumer activity should help fuel domestic 
growth and eventually spill over to other regions, including those that are struggling to reignite growth.

Consumer Confidence and Wage Growth Continue to Improve
The Conference Board Consumer Confidence Index and Atlanta Fed Wage Growth Tracker, 2001-2016

Sources: Bloomberg, Federal Reserve Bank of Atlanta, 8/1/16
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Current Conditions Are Favorable
The optimism that consumers have displayed, leading to increased 
spending, is largely due to three factors:
Strong labor market: The U.S. economy is nearing full employment, 
jobless claims are easing toward record lows, and job openings are 
approaching record highs. Although wages have been subdued 
throughout this recovery, we are starting to see signs of improvement.
Low borrowing costs: Consumers feel confident financing big-ticket items 
when they have job security and borrowing costs are low. In the past year, 
automobile purchases have surged, averaging a monthly annualized 
volume near 17.5 million. Housing also is recovering. The U.S. housing 
market, including housing-related spending, represents approximately 
17 percent of domestic GDP.
Modest inflation: Reasonable prices help entice consumers to spend. 
Inflation has been tame throughout this recovery. We’ve seen prices drop 
in some areas, like energy. The decline in gasoline prices last year added 
about $614 on average to consumers’ wallets.

Millennials Poised to Drive Growth
Millennials, those Americans born between 1981 and 1997, are primed 
to set the direction for the nation’s economy. In 2015, they became the 
nation’s largest living generation, surpassing Baby Boomers (born 
between 1946 and 1964), and the largest share of the U.S. workforce, 
surpassing Generation X (born between 1965 and 1980).1

Accounting for more than $1 trillion in U.S. consumer spending annually, 
Millennials clearly will be a driver for growth in the coming decade.2 
With the oldest Millennials now in their thirties, many are beginning 
to advance in their careers, form households and start families. At 35 
percent, buyers 35 and younger are the largest generational group of 
home buyers today.3 We also are seeing an entrepreneurship trend 
among Millennials starting to blossom.
1Pew Research Center, 5/11/15, 4/25/16
2The Brookings Institution, 6/2/14
3Realtor.org, 3/9/16

KEY CONSUMERS
  Developed Country Retirees

  Chinese Workers

  North American Workers

These groups are expected to generate 
half of the global urban consumption 
growth between now and 2025.
Source: McKinsey Global Institute, April 2016

75%

Percent of global 
workforce Millennials 
will compose by 2025.

Bently University, 2014

MILLENNIALS TEND 
TO BE WARY ABOUT RISK

  59 percent of Millennials say 
the current economic climate 
 makes them uncomfortable about 
investing their money.

  52 percent say the volatility of the 
stock market makes them worry 
they will lose their retirement 
savings in the market.

  74 percent do not think Social 
Security will be available to them 
at retirement.

Wells Fargo Millennials Study, August 2016

KEY TAKEAWAYS
  Consumer confidence has grown 
steadily through the recovery, and 
we expect consumers to increase 
spending well into 2017. This bodes 
well for U.S. GDP growth, and as a 
result, our long-term outlook for U.S. 
corporate earnings growth is positive.

  Low inflation, low energy prices, 
and low interest rates add up to 
more consumer spending and more 
confidence borrowing for automobile 
and home purchases. We expect 
this “low everything” environment 
to continue.

  The first Millennials just turned 35 
years old. As they enter their prime 
earning years, we could see more 
home purchases and a continued 
shift in buying behavior toward 
online purchases.



INNOVATIVE TECHNOLOGY
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U.S. Total Factor Productivity,* 1964-2014

1. 1971: Intel introduces the first microprocessor.
2. 1975: IBM launches the first modern desktop computer;
 Microsoft is founded by Bill Gates and Paul Allen.
3. 1976: Apple Computer launches the Apple I.
4. 1981: The Osborne, the first commercially available
 portable personal computer, is launched.
5. 1985: Microsoft introduces Windows operating system.
6. 1991: Apple introduces Powerbook laptops.
7. 1996: High speed Internet access becomes widely available.
8. 2002: The one billionth computer is sold.
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Increasing Productivity, 
Fostering Growth
When workers and the tools they use can produce more per day, wages and company earnings tend to 
rise. Innovation can fuel productivity, but sometimes one or two inventions are not enough. Innovations 
may need to accumulate before the whole economy can enjoy sustained productivity growth.

Innovations Impact Productivity Gains
In 1946, the first computer weighed nearly 50 tons. Only after they could sit on a desk-and with easy-to-use 
software-did computers drive productivity for years. On the next page, we list some inventions that may spark 
productivity in the coming years.

Sources: University of Groningen, University of California, Davis, fred.stlouisfed.org, and Reuters, 8/1/16
*Total factor productivity measures how efficiently workers, machines, and raw materials are used to make goods and to provide services.
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Key Technological Innovations for the Early 
21st Century
We live in a time of unprecedented technological change. Companies 
that can harness these modes of innovation will help drive economic 
growth through productivity enhancements.

Cloud computing is replacing traditional hardware and software, 
improving efficiency and productivity for businesses.

Cyber security is essential for today’s corporations given the increasing 
risk of data breaches in the digital world. Protecting confidential data 
and sensitive information is becoming one of the fastest-growing 
expenditures for global corporations.

Data and analytics is a fascinating innovation with long-term potential. 
Today, companies are assessing ways to collect, analyze, and sell data 
to help other businesses grow their customer bases. We are observing 
analytics impacting not only the Technology sector but also Health Care, 
Financials, and Industrials.

Mobile is a staple in today’s world, as consumers spend more time on 
their devices viewing content and video. Companies are enhancing 
customer interactions by devoting more of their advertising budgets 
to it.

Robots are one of the more controversial modes of innovation. Industries 
specializing in robotics and artificial intelligence (AI) likely will see 
above-average growth rates. Yet, robots pose certain risks, particularly 
for the labor force, as they reshape manufacturing and production 
value chains.

Yet, innovation is not limited to the technology realm. Today we 
are seeing breakthroughs in the Health Care, Energy, Materials, 
and manufacturing sectors.

90%

Percent of health care 
organizations with a data breach 

in the past two years
Source: Ponemon Institute, 5/12/16

95%
Percent of all scientists who 

ever lived who are active today
Source: World Economic Forum, January 2015

95
Millions of photos 

and videos posted on 
Instagram every day
Source: Instagram, 6/21/16

KEY TAKEAWAYS

  For corporations and government 
agencies, one of the fastest-growing 
expenditures is cyber security—to 
help protect data and information. 
We are overweight the Information 
Technology sector as we see the 
increased level of technology 
business-capital spending continuing.

  The Information Technology sector is 
not the only beneficiary of technology 
innovation. Innovation has already 
begun to create efficiencies in the 
Energy, Health Care, Materials, and 
Manufacturing sectors.

  Millennials tend to be digital natives. 
As this generation enters the 
consumer population in greater 
numbers, expect disruptive innovation 
in how marketplaces operate, how 
media are consumed, and how 
companies market to consumers.



EMERGING MARKETS
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An Emerging Middle Class
A key trend in emerging markets is strong economic development fueled by the aspirations of hundreds 
of millions of people to escape poverty. We think of emerging markets as countries that are seeking 
significant economic development. Yet, with more than 85 percent of the world’s population residing 
outside of developed countries, it’s crucial to consider how global economic growth is influenced by 
emerging markets—particularly as they mature and more and more consumers join the ranks of the 
middle class.

The Global Middle Class is Likely to Grow, Led by Emerging Asia

$21 trillion $35 trillion $56 trillion

1.8 billion 3.2 billion 4.9 billion

Source: Organisation for Economic Co-operation and Development (OECD) Development Center, January 2010. Due to rounding, percentages may not add up to 100%.
The OECD defines the global middle class as all those living in households with daily per capita incomes of between $10-$100 in Purchasing Power Parity (PPP) terms, 
equivalent to an annual income per household of approximately $14,400-$144,000, assuming a four-person household. That criterion is derived by setting the lower 
bound at the average poverty line in Portugal and Italy (the two advanced European countries with the strictest definition of poverty), and the upper bound is chosen 
as twice the median income of Luxembourg (the richest advanced country).
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Emerging Market Ebbs and Flows
Emerging markets are typically more volatile than their developed 
counterparts, and many have economies that are concentrated in a single 
commodity or industry. For years, some countries have fueled income 
growth in unbalanced ways, mainly by selling more goods and services 
to other countries than to their own consumers.

Now, some emerging-market economies are taking a more balanced 
approach, trying to bolster consumer spending in their own countries. But 
policies that redirect economic activity away from exports may displace 
workers faster than they can find jobs, causing growth to slow somewhat 
during the rebalancing. Eventually, growth should resume, bringing with 
it new opportunities. Emerging markets have followed this growth-and-
rebalancing two-step approach in the past. Investors may benefit, if they 
understand the process.

China in Transition
For the past two decades, economic growth in China has been driven 
mainly by manufacturing and exports. Since the financial crisis, Chinese 
government officials have been actively encouraging consumers to 
buy more goods and services through incentive programs. The aim is 
to transition the economy from manufacturing-driven to consumer-led. 
This transition is not an unusual one; we saw a similar shift in South Korea 
and Taiwan a few decades back.

How China differs from these two neighbors is through its large 
population, 1.4 billion and growing. Each year, between 15 and 20 million 
people are moving from rural to urban areas in search of  higher standards 
of living. As they join the ranks of the middle class, the contribution of 
consumption to the overall economy should expand. Looking ahead, 
China’s commerce ministry projects that, by 2020, retail sales will total 
$7.18 trillion (48 trillion yuan)—growing about 10 percent annually 
between 2016 and 2020.1

1Reuters, 7/12/2016

50
Percent of China’s city 

residents under age 35
Source: The Economist, 7/9/16

Middle-class households in China’s 
three largest cities have an average 

annual income of $30,000 and more 
than half own property and a car.

Source: Chinese Academy of Social Sciences, 
12/26/2015

KEY TAKEAWAYS
  We see a major shift. Emerging-market 
countries, like China, that once fueled 
growth by selling to other countries 
are trying to bolster consumer 
spending in their own countries. This 
shift will take some time, so investors 
need to be patient.

  While we are underweight emerging 
market equities at a broad asset-class 
level, we remain favorable toward 
emerging Asia. We see improving 
market and economic fundamentals, 
particularly in Taiwan and South Korea.

  Keep in mind that emerging-market 
investing can be volatile. It remains to 
be seen whether countries like India 
can realize the potential of its large, 
youthful population and whether 
China can successfully navigate the 
shift to a more consumer-driven 
economy.
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Opportunities in Today’s Environment
Investors seeking opportunities in today’s low-growth, low-interest-rate, low-inflation environment are eager 
for assets that have the potential for sufficient growth to meet long-term goals. We encourage you to talk with 
your investment professional about opportunities that are appropriate for your investment objective.

Investments That May Benefit From Potential Growth Trends

STOCKS
At this stage in the business cycle, we recommend the Industrials and Information 
Technology sectors.

Also consider sectors like Health Care, which stands to benefit from technology 
innovation, and Consumer Discretionary, which stands to benefit from positive trends 
in consumer spending.

In the later stages of a cycle, modest domestic growth may make it unlikely that 
small-cap companies will see meaningful acceleration in earnings growth. Small caps 
tend to perform better in the early stages of the business cycle. We prefer large-cap 
equities at this stage.

BONDS
Federal Reserve interest-rate 
hikes will likely be slow and 
gradual, so investors need 
to prepare for persistently 
low yields.

In today’s low-rate 
environment, we favor 
intermediate-term, 

investment grade bonds as part of well-diversified fixed 
income portfolio including exposure to emerging-
market debt. We would caution against overextending 
credit risk in today’s market, as yield spreads (over 
Treasury securities) have contracted. This may 
understate the risk associated with lower-grade fixed 
income securities.

REAL ASSETS
In a low-interest-rate 
environment, REITs, which 
currently  have attractive 
dividend yields, should 
continue to remain 
attractive.

We believe that gold is 
comfortably stuck inside a 

commodity bear super-cycle, so we caution investors 
not to be tempted by periodic price rallies. History tells 
us that short-term rallies within a bear super-cycle 
haven’t tended to last.

ALTERNATIVE INVESTMENTS
For financially-sophisticated investors willing to assume the risk associated with 
alternative investments, we recommend positioning portfolios toward strategies that 
can participate and protect as well as benefit and thrive in the changing cycle.

We believe that this is an environment in which hedge funds should excel. We remain 
highly constructive on the Private Capital space in areas such as distress-for-control 
strategies, private equity energy infrastructure, secondary funds, distressed private 
debt opportunities in select emerging markets, direct lending, and opportunistic 
private real estate and other niche strategies that this slow-growth, low-rate 
environment can offer patient capital.
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Searching for Returns in a 
“Triple Low” Environment
From our tactical, cyclical, and strategic views, our outlook favors equities over bonds and developed markets over 
emerging markets. Yet, we caution investors to resist becoming impatient with lower returns and haphazardly 
chasing after performance.

LONG-TERM TIME HORIZON
With returns for many asset classes expected to be below average 
over the next ten to fifteen years, it is important to employ a well-
diversified investment portfolio—one that includes a combination 
of equities, fixed income, real assets, and alternative investments.

Holding a mix of assets may allow investors to take advantage of 
longer-term economic growth. Earnings growth contributes to higher 
equity prices over time. Investing in real assets may help to mitigate 
longer-term inflation risk. Fixed income typically provides an income 
stream and volatility risk reduction when economic shocks occur. 
Alternative investments also may provide risk mitigation and return 
potential over time.

The primary reason for holding a variety of asset classes in the 
appropriate allocations for your risk tolerance is that they behave 
differently under different market conditions. Over time, the 
fluctuations in asset-class returns are smoothed to provide less 
return volatility.

SHORT-TERM TIME HORIZON
In the current environment of widespread monetary easing, bonds 
have experienced significant investment inflows. This influx has 
caused bond prices to rise and yields and yield spreads to diminish, 
resulting in reduced return expectations for fixed-income assets, 
especially in the near term. Nevertheless, bonds and cash are 
appropriate asset classes to hold if you have a shorter-time horizon.

Equity prices also have increased with many indices near their 
all-time highs; however, equities still appear fairly valued when 
comparing today’s price-earnings ratios to historical averages. 
Equities should be a smaller component of a shorter-term portfolio.

INVESTMENT INCOME
For investors in search of income streams, we suggest constructing 
an income-generating portfolio with a diverse mix of assets including 
dividend-paying stocks, investment-grade and emerging-market 
bonds, and REITs. Some alternative investments also may provide 
attractive income opportunities.
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Don’t Look Back
Growth is a fundamental fact of nature, particularly over long 
periods of time. Along the way, there may be stagnant periods 
or even retrograde interludes. As famed investor Warren 
Buffett noted, “The investor of today does not profit from 
yesterday’s growth.” Like Buffett, the equity market is also 
a forward-looking bellwether.

Although the global economy has been in a slow-growth 
recovery for several years now, history reminds us that the 
markets tend to rise over time. Looking ahead, we expect the 
U.S. economy to continue to gain traction. Commercial and 
consumer activity, the bedrock of a productive economy and 
thriving middle class, is the engine of growth for developed 
economies. Investors should look for assets that capitalize 
on these trends.

Investors who need cash within the next six to 12 months 
are wise to keep that amount liquid. Investors with longer 
time horizons who are looking for growth should consider 
exploiting growth trends such as consumer activity and 
housing, innovation and technology, and emerging markets. 
We believe that long term, growth prospects for emerging 
markets are upbeat, yet recommend a more cautious approach 
in the near term, as they work through the rebalancing cycle.
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Risk Considerations
All investing involves risk, including the possible loss of principal. There can be no assurance that any investment strategy will be successful. Investments fluctuate 
with changes in market and economic conditions due to numerous factors some of which may be unpredictable. Asset allocation and diversification are investment 
methods used to help manage risk. They do not ensure a profit or protect against a loss. Some of the risks associated with the asset classes discussed in this report include:

Alternative Investments: Alternative investments, such as hedge funds and private capital/private debt strategies, are not suitable for all investors.  Investors could lose all 
or a substantial amount investing in these products.  Alternative strategies may expose investors to risks such as short selling, leverage risk, counterparty risk, liquidity risk 
and commodity price volatility risk. Private debt strategies seek to actively improve the capital structure of a company often through debt restructuring and deleveraging 
measures.  Such investments are subject to potential default, limited liquidity, the creditworthiness of the private company, and the infrequent availability of independent 
credit ratings for private companies.  Investing in distressed companies is speculative and involves a high degree of risk. Because of their distressed situation, these securities 
may be illiquid, have low trading volumes, and be subject to substantial interest rate and credit risks. Energy infrastructure companies may be adversely affected by changes 
in worldwide energy prices, exploration, reduction spending, government regulation, and changes in exchange rates, depletion of natural resources and the risks that arise 
from extreme weather conditions.

Equity Securities (stocks) are subject to market risk which means their values may fluctuate in response to general economic and market conditions and the perception 
of individual issuers. Technology and Internet-related stocks, especially of smaller, less-seasoned companies, tend to be more volatile than the overall market. There is no 
guarantee that dividend-paying stocks will return more than the overall stock market. Dividends are not guaranteed and are subject to change or elimination. Investments 
in equity securities, especially growth securities, are generally more volatile than other types of securities.

Fixed-Income Securities (bonds) are subject to market, interest rate, credit and other risks. Bond prices fluctuate inversely to changes in interest rates. Therefore, a 
general rise in interest rates can result in the decline in the bond’s price. Credit risk is the risk that an issuer will default on payments of interest and/or principal. This risk 
is heightened in lower rated bonds. High yield fixed income securities (junk bonds) are considered speculative, involve greater risk of default, and tend to be more volatile 
than investment grade fixed income securities. If sold prior to maturity, fixed income securities are subject to market risk. All fixed income investments may be worth 
less than their original cost upon redemption or maturity.

Foreign Investing involves greater risks than those associated with investing domestically including political, economic, currency and the risks associated with different 
accounting standards. These risks are heightened in emerging markets.

Real Assets are subject to the risks associated with real estate, commodities and other investments and may not be suitable for all investors. The commodities markets 
are considered speculative, carry substantial risks, and have experienced periods of extreme volatility. Investing in a volatile and uncertain commodities market may cause 
a portfolio to rapidly increase or decrease in value which may result in greater share price volatility. There are special risks associated with an investment in real estate, 
including the possible illiquidity of underlying properties, credit risk, interest rate fluctuations, and the impact of varied economic conditions.

Index Definitions
An index is unmanaged and not available for direct investment.

Barclays U.S. Aggregate Bond Index covers the U.S. dollar-denominated, investment-grade (rated Baa3 or above by Moody’s), fixed-rate, and taxable areas of the 
bond market. This is the broadest measure of the taxable U.S. bond market, including most Treasury, agency, corporate, mortgage-backed, asset-backed, and international 
dollar-denominated issues, all with maturities of one year or more.

Bloomberg Commodity Index represents futures contracts on 19 physical commodities. No related group of commodities (e.g., energy, precious metals, livestock and 
grains) may constitute more than 33 percent of the index as of the annual reweightings of the components. No single commodity may constitute less than 2 percent of 
the index.

FTSE EPRA/NAREIT Developed Index is designed to track the performance of listed real-estate companies and REITs in developed countries worldwide.

Ibbotson Associates SBBI (Stocks, Bonds, Bills, and Inflation) U.S. 30 Day T-Bill Index shows the growth in value of $100 from 30 day U.S. Treasury bills including 
gross interest reinvested.

JP Morgan Global Ex.-United States Index (JPM GBI Global Ex-US) is a total return, market capitalization weighted index, rebalanced monthly, consisting of the 
following countries: Australia, Germany, Spain, Belgium, Italy, Sweden, Canada, Japan, United Kingdom, Denmark, Netherlands, and France.

MSCI EAFE Index (Europe, Australasia, Far East) is a free float-adjusted market capitalization index that is designed to measure the equity market performance of 
developed markets, excluding the US & Canada. The Index consists of the following 21 developed market country indexes: Australia, Austria, Belgium, Denmark, Finland, 
France, Germany, Hong Kong, Ireland, Israel, Italy, Japan, the Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland, and the United 
Kingdom.

MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is designed to measure equity market performance of emerging markets. The Index 
consists of the following 23 emerging market country indexes: Brazil, Chile, China, Colombia, Czech Republic, Egypt, Greece, Hungary, India, Indonesia, Korea, Malaysia, 
Mexico, Peru, Philippines, Poland, Qatar, Russia, South Africa, Taiwan, Thailand, Turkey and United Arab Emirates.

S&P 500® Index consists of 500 industrial, financial, utility and transportation companies with market capitalizations of $4 billion or more.



Investment Expertise and Advice 
to Help You Succeed Financially
Wells Fargo Investment Institute is home to more than 100 investment professionals focused 
on investment strategy, asset allocation, portfolio management, manager reviews, and alternative 
investments. Its mission is to deliver timely, actionable advice that can help investors achieve 
their financial goals.

For assistance with your investment planning or to discuss the points in this report, 
please talk to your investment professional.

Wells Fargo Investment Institute, Inc. (WFII) is a registered investment adviser and wholly-owned subsidiary of Wells Fargo & Company and provides investment advice to Wells Fargo Bank, N.A., Wells Fargo Advisors, and other 
Wells Fargo affiliates. Wells Fargo Bank, N.A. is a bank affiliate of Wells Fargo & Company.

Wells Fargo Wealth and Investment Management (WIM) is a division within Wells Fargo & Company. WIM provides financial products and services through various banking and brokerage affiliates of Wells Fargo & Company.

The information in this report was prepared by the Global Investment Strategy (GIS) division of WFII. Opinions represent GIS’ opinion as of the date of this report and are for general informational purposes only and are not intended to predict 
or guarantee the future performance of any individual security, market sector or the markets generally. GIS does not undertake to advise you of any change in its opinions or the information contained in this report. Wells Fargo & Company 
affiliates may issue reports or have opinions that are inconsistent with, and reach different conclusions from, this report.

This report is not intended to be a client-specific suitability analysis or recommendation, an offer to participate in any investment, or a recommendation to buy, hold, or sell securities. Do not use this report as the sole basis for investment 
decisions. Do not select an asset class or investment product based on performance alone. Consider all relevant information, including you existing portfolio, investment objectives, risk tolerance, liquidity needs, and investment time horizon.

Wells Fargo Advisors is registered with the U.S. Securities Exchange Commission and the Financial Industry Regulatory Authority, but is not licensed or registered with any financial services regulatory authority outside of the U.S. 
Non-U.S. residents who maintain U.S.-based financial services account(s) with Wells Fargo Advisors may not be afforded certain protections conferred by legislation and regulations in their country of residence in respect of any 
investments, investment transactions, or communications made with Wells Fargo Advisors.

Wells Fargo Advisors is the trade name used by two separate registered broker-dealers: Wells Fargo Advisors, LLC and Wells Fargo Advisors Financial Network, LLC, Members SIPC, non-bank affiliates of Wells Fargo & Company.

© 2016 Wells Fargo Investment Institute. All rights reserved.

0816-05404 [99299-v1] 0000593511 (Rev 00, 1 ea)




