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Executive Summary 

 SEI’s asset allocation approach delivered returns within design expectations over the crisis period to date. 
 

 For the Income 40-60 Fund, SEI constructs the asset allocation with drawdown risk in mind. Fixed income allocations 
have provided meaningful risk reduction for the portfolio, and Global Managed Volatility Equities have been beneficial, 
participating less in the downside during the broad equity sell off. 
 

 For the Growth 80-20 and Balanced 60-40 Funds, returns and risk are primarily driven by equity components, and 
these components have broadly moved in line with markets, again as expected by design; but, allocations to high-
grade fixed income have meaningfully mitigated loss.  
 

 The Conservative Monthly Income Fund is an income-oriented mandate and fixed-income strategic allocations stand 
at 70% of the fund. Despite equity market volatility, the equity portion of the portfolio received risk reduction via an 
allocation to Global Managed Volatility Equities. 
 

 Global equity diversification has been beneficial; developed markets have sold off more over this period as the virus 
has spread outside of China. 
 

 Exposures to investment-grade fixed income, developed-market government bonds in particular, have provided a 
bulwark against market declines, boosted by a dramatic decline in interest rates.  
 

 Global Managed Volatility Equities, a key part of SEI’s asset allocation framework for equity allocations across a 
majority of strategic portfolios, has helped mitigate some of the impact of falling equity markets, as well as providing 
significant risk reduction. 

 
 It should be noted that equities are long-term investments. Unless we see significant corporate failures, perhaps 

driven by a lack of proper policy response, global equity markets should have a natural floor that is driven by the value 
of the future earnings beyond this crisis.  
 

 We acknowledge the extreme current news-flow cycle can have a psychological impact on investors. Since we fully 
believe that financial markets will recover after the virus crisis, we encourage investors to avoid the pitfalls of market 
timing. Further, we note that this crisis may provide an opportunity to put any uninvested cash to work. 

 

Growth 80-20 & Balanced 60-40 Funds Strategic Funds: 

 As a strategic investors, SEI believes building portfolios to mitigate overall volatility and drawdown requires anchoring 
the portfolio in high quality, fixed-income exposures.  
 

 Such holdings provided much-needed diversification away from volatile equity markets during this heightened risk-off 
period, as absolute returns were cushioned by exposures to government bonds. A modest underperformance was 
generally driven by an overweight to credit within Canadian Fixed Income. 
 

 On the equity side, SEI’s Global Managed Volatility Equities fund is intended to deliver a less volatile approach to 
global stock exposure. Such exposure provided drawdown protection against the declining equity market. 
 

 Valuation-focused managers have lagged and the overweight to value has detracted from relative returns particularly 
within the U.S. Large Company Equity fund.  
 

 International Equity has added to relative performance year to date and through this recent patch of volatility, driven 
by strong security selection from our quality-oriented managers.  
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Income 40-60 Strategic Fund: 

 Income 40-60 has navigated this environment well relative to their more growth-oriented counterparts, as expected. 
 

 High-grade fixed income allocations served to dampen the volatility experienced in equity markets, contributing 
positively to performance. Falling yields also helped Real Return Bonds contribute positively. 
 

 On the equity side, SEI’s Global Managed Volatility Equities fund is intended to deliver a less volatile approach to 
global stock exposure. Such exposure provided reduced drawdown against the declining equity market and, by 
design, was also able to provide meaningful risk reduction. 

 

Conservative Monthly Income Fund: 

 Canadian Fixed Income and Short Term Bonds served to dampen the volatility experienced in equity markets, 
although the shorter-duration posture moderately detracted. 
 

 The equity allocation had negative absolute performance, but exposure to Global Managed Volatility Equities helped 
to reduce drawdown.  

 

Outlook 

 Before the onset of virus, the global economy was looking up; U.S. growth was looking good, Europe was showing 
signs of improvement, China growth was stabilizing, and trade deals were making progress. It is clear now that the 
disruption caused by the virus will continue for a while; how extensive the disruption will be will depend on the 
tightrope that governments must now run between managing pressures on their healthcare systems and minimizing 
economic disruption. 
 

 The U.S. has some unique advantages with regard to limiting the impact of virus: population density outside of major 
urban areas is much less, the healthcare system is among the best in the world and sanitation is much better than 
places that have been hit the hardest. SEI believes it would be a mistake to assume that an extrapolation of what 
happened in China will definitely happen to the rest of the world. In addition, the virus appears to be flattening in 
China, while Japan seems to have gotten a handle on new cases. 
 

 There will undoubtedly be an impact as travel and leisure activity is reduced, sporting events are cancelled or played 
to empty stadiums. This may result in a technical recession, however the U.S. came in the outbreak with a higher 
growth rate, so it may just see slower growth. For the rest of the world, matters look more challenging. China will show 
a sharp decline in February to April economic activity, while many European countries were showing slower growth 
rates coming into the outbreak and therefore are more likely to post negative economic outcomes. 
 

 With regard to risk assets and stocks, SEI expects to see more volatility in weeks ahead. Analysts do not have a clear 
outlook on earnings; some revisions have been made but many more are expected. Chinese supply dynamics may 
start to improve, but ultimately consumer demand is more important, and few policies will affect consumer behavior in 
the face of the extreme news-flow. 
 

 Our longer term view is that since we are dealing with a virus and not an economically induced downturn, we can 
bounce back from it once the severity of the disease lessens, but in the near-term, there is an unprecedented level of 
uncertainty. 
 

 With that in mind, SEI will retain its emphasis on strategic investing over tactical moves, and we recommend that our 
investors do the same. Trying to look beyond this crisis is critical for the longer term investor; SEI continues to 
advocate avoiding market timing during periods of volatility like we are seeing as this can lead to significant 
impairment of value. Shorter term investors, having hopefully invested in more conservative risk profiles, will have 
seen their investment values only modestly impacted. Difficult as it may be, one has to maintain an optimism that we 
have the ability to overcome both the virus and the strong emotional responses that it is generating. 
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SEI Investments Canada Company, a wholly owned subsidiary of SEI Investments Company, is the Manager of the SEI 
Funds and the SEI Portfolios, an asset allocation service, in Canada. The percentage weightings of the Underlying Funds 
may be changed from time to time at the Manager’s discretion. The portfolio managers or the allocations of assets to a 
particular portfolio manager within a Fund are subject to change from time to time at the Manager’s discretion.  
 
The information contained herein is for general information purposes only and is not intended to constitute legal, tax, 
accounting, securities, or investment advice, nor an opinion regarding the appropriateness of any investment. You should 
not act or rely on the information contained herein without obtaining specific legal, tax, accounting and investment advice 
from an investment professional. This information should not be relied upon by the reader as research or investment 
advice regarding the Funds or any stock in particular, nor should it be construed as a recommendation to purchase or sell 
a security, including futures contracts. This material represents an assessment of the market environment at a specific 
point in time and is not intended to be a forecast of future events, or a guarantee of future results. There is no assurance 
as of the date of this material that the securities mentioned remain in or out of the Funds of Portfolios.  
 
This material may contain "forward-looking information" ("FLI") as such term is defined under applicable Canadian 
securities laws. FLI is disclosure regarding possible events, conditions or results of operations that is based on 
assumptions about future economic conditions and courses of action. FLI is subject to a variety of risks, uncertainties and 
other factors that could cause actual results to differ materially from expectations as expressed or implied in this material. 
FLI reflects current expectations with respect to current events and is not a guarantee of future performance. Any FLI that 
may be included or incorporated by reference in this material is presented solely for the purpose of conveying current 
anticipated expectations and may not be appropriate for any other purposes. 
 
There are risks involved with investing, including loss of principal. Diversification may not protect against market risk. 
There may be other holdings which are not discussed that may have additional specific risks. In addition to the normal 
risks associated with investing, international investments may involve risk of capital loss from unfavourable fluctuation in 
currency values, from differences in generally accepted accounting principles or from economic or political instability in 
other nations. Emerging markets involve heightened risks related to the same factors, in addition to those associated with 
their relatively small size and lesser liquidity. Bonds and bond funds will decrease in value as interest rates rise. 
 
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments 
and the use of an asset allocation service such as the SEI Portfolios. Please read the prospectus of the SEI Funds and 
the Underlying Funds in which investment may be made under the SEI Portfolios before investing. Mutual fund securities 
are not covered by the Canada Deposit Insurance Corporation or by any other government deposit insurer, they are not 
guaranteed. There can be no assurances that a money market fund will be able to maintain its net asset value per 
security at a constant amount or that the full amount of your investment in the fund will be returned to you. Mutual fund 
values change frequently and past performance may not be repeated.  


