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How We Think About Markets   
In our view, financial markets are mostly micro-efficient but macro-inefficient. By which 

we mean that currencies, bond yields, equity indices and commodities are forever 

overshooting fundamental value by large though irregular amounts, before reversing 

and overshooting in the opposite direction. Moreover, when individual stocks do 
become wildly over or under-valued, macro factors rather than stock specific issues are 

usually to blame. By extension we believe that understanding the overshooting process 

in real time is typically key to sustained alpha creation, no matter which asset class you 

invest in.  And that it can be highly relevant even if you are a smart and dedicated stock 
picker.  Indeed, at the most extreme moments (the tech bubble, the GFC, COVID for 

example) there is virtually no investment strategy in the world whose performance is not 
dominated by macro events.  

 

Our macro-overshooting focus leads us to think across three different time windows:  

 

1) Secular Trends in asset prices driven mostly by structural change in the world 

economy and the long term valuation cycle. Time frame: years to decades. 
 

2) The Global Cycle in production and trade, which drives intermediate trends in 
equities. bonds and investor risk appetite. Time frame: 36-40 months from trough to 

trough. 

 

3) The Short-Run: dominated by news flow which either confirms or re-shapes market 
expectations (data surprises, policy shifts, elections etc). Timeframe: days to weeks. 

 

We call this process Cycling Down the Secular Path where the cycle in global growth, 

policy and risk appetite tends to drive most of the overshooting around the longer-term 

secular trend, which is sometimes surprisingly linear, and sometimes subject to 

structural breaks or shifts in slope.  Shorter-term data surprises and policy events 

usually affect the path more than the ultimate destination of the medium and longer-

term cycle but can be important for market timing.   
 

Our research framework our beliefs about how markets work, while acknowledging how 

challenging it is to turn good analysis into smart investment decisions. By definition 

that’s always a work in progress that can never be “finished”. But three things are 

perhaps especially important. First, we think it’s much better to be broadly right than 
precisely wrong, especially at key turning points. Lots of detail is psychologically 

comforting but often a barrier to effective decision making. Second, because markets 

are forward looking there is a premium on the ability to make good judgements in real 
time based on incomplete information. There is no substitute for experience in doing 

that. And third, there are usually only a few moments or themes in any year which make 

a really big difference to investment outcomes. The never-ending challenge is to keep 

some mind space free to recognise them a little in advance.  
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     Disclosures 

This report was prepared by WilmotML and its affiliates and is published and distributed by The Independent Research Forum 

Ltd. The analysts named in this report are employees of WilmotML providing consultancy services to The Independent 

Research Forum Ltd. The content of this publication is available to WilmotML and its investment team and may influence 

WilmotML’s investment decision making process.            

Additional information will be made available upon request. 

Analyst Certification and Disclosures 

The analyst(s) named in this report certifies that (i) all views expressed in this report accurately reflect the personal views of 

the analyst(s) with regard to any and all of the subject securities and companies mentioned in this report and (ii) no part of 

the compensation of the analyst(s) was, is, or will be, directly or indirectly, related to the specific recommendation or views 

expressed by that analyst herein. 

The analyst(s) named in this report (or their associates) does not have a financial interest in the corporation(s) mentioned in 

this report.   

Disclaimer 

This report is for the use of intended recipients only and may not be reproduced, in whole or in part, or delivered or 

transmitted to any other person without our prior written consent. By accepting this report, the recipient agrees to be bound 

by the terms and limitations set out herein. The report is prepared for professional investors only whose business involves the 

acquisition, disposal or holding of securities, whether as principal or agent and must not be re-distributed to retail clients. 

The information contained in this report has been obtained from public sources believed to be reliable and the opinions 

contained herein are expressions of belief based on such information. Except as expressly set forth herein or in recipient’s 

subscription agreement, no representation or warranty, express or implied, is made that such information or opinions is 

accurate, complete or verified and it should not be relied upon as such. Nothing in this report constitutes a representation 

that any investment strategy or recommendation contained herein is suitable or appropriate to a recipient’s individual 

circumstances or otherwise constitutes a personal recommendation. It is published solely for information purposes, it does 

not constitute an advertisement, a prospectus or other offering document or an offer or a solicitation to buy or sell any 

securities or related financial instruments in any jurisdiction. Information and opinions contained in this report are published 

for the reference of the recipients and are not to be relied upon as authoritative or without the recipient’s own independent 

verification or taken in substitution for the exercise of the recipient’s own judgement. All opinions contained herein constitute 

the views of the analyst(s) named in this report, they are subject to change without notice and are not intended to provide 

the sole basis of any evaluation of the subject securities and companies mentioned in this report. Any reference to past 

performance should not be taken as an indication of future performance. Except in the case of fraud, gross negligence or wilful 

misconduct, or except as otherwise set forth in recipient’s subscription agreement, the firm does not accept any liability 

whatsoever for any direct or consequential loss arising from any use of the materials contained in this report. 
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