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Springtime Delayed 
By: James R. Solloway, CFA, Chief Market Strategist and Senior Portfolio Manager, 
SEI Investments Management Corporation 
 
SEI recently released its first-quarter Economic Outlook. A summary of the conclusions is provided below:  
 

 Dealing with COVID fatigue for another few weeks just as it is getting nicer outside is bad enough. Seeing the lack of 
progress on the vaccination front is even harder. Only 12.3% of all Canadians have received at least one shot of 
vaccine as of March 291. This share is not much better than most European countries, and lags well behind the 
United Kingdom and the United States–as well as several other countries that are far less developed economically. 

 Canada’s economic recovery trails both the U.S. recovery and economist’s expectations, and there has been some 
additional deterioration in Canada’s relative performance in the past month. 

 Equity investors, in the meantime, are ignoring the prospect of further delays in the economy’s return to normalcy. 
Canadian equities literally beat the world in the first quarter, surging 8.3% total-return through March 31, as 
measured by the MSCI Canada index. The MSCI ACWI ex USA index managed a 2.2% gain, while the MSCI USA 
benchmark rose 5.5%. 

 The Canadian stock market should continue to benefit from the global economic recovery and the particularly sharp 
gains likely to be recorded in U.S. business activity. But outperformance versus the U.S. and other countries on a 
relative basis appears to be very dependent on a strong pricing environment for oil, metals and other commodities, 
and a continued levitation of home prices. A ramp-up in vaccinations and a return to normal business conditions 
domestically would also be a big help. 

 The war against COVID-19 in the U.S. is not over, but vaccine rollouts show the path to victory. Therefore, business 
activity is expected to surge during the second half of 2021, not just in the U.S. but in other advanced nations too. 
Accordingly, U.S. investors appear to anticipate a return to a more normal world.  

 This outlook in the U.S. is reflected in the rapid rise in U.S. bond yields—which has been the most important change 
in the financial environment so far this year. Fueled by sharp gains in U.S. economic growth and concerns about 
surging government debt, the 10-year U.S. Treasury bond climbed from 0.92% to 1.60% since the start of the year.  

 This jump in yields caused outsized price drops in long-term fixed-income securities (bond yields and prices move 
inversely), which helped fuel a sharp equity-market rotation away from expensive growth stocks and into value-
oriented and cyclical sectors around the world.  

 Time will tell whether the turn in favour of value will be more than just another ephemeral cyclical advance like those 
recorded at other points in the past decade. In our view, the economic backdrop strongly supports cyclical-and value-
oriented equities in emerging markets, just as it does in developed markets. 

 Higher bond yields raise concerns about rising inflation and may cause bouts of indigestion in the stock market, but 
we do not think they will derail the U.S. bull market. Rather, we expect to see cyclical and value-oriented stocks 
continue to advance relative to growth and defensively oriented sectors of the market.  

 

A full-length paper is available if you wish to learn more about these timely topics. 
 
 

                                                        
1 Source: Our World in Data. Data as of 3/29/2021. 
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Important Information 
 
SEI Investments Canada Company, a wholly owned subsidiary of SEI Investments Company, is the Manager of the SEI 
Funds in Canada. 
 
The information contained herein is for general and educational information purposes only and is not intended to 
constitute legal, tax, accounting, securities, research or investment advice regarding the Funds or any security in 
particular, nor an opinion regarding the appropriateness of any investment. This commentary has been provided by SEI 
Investments Management Corporation (“SIMC”), a U.S. affiliate of SEI Investments Canada Company. SIMC is not 
registered in any capacity with any Canadian regulator, nor is the author, and 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 qualified professionals. This 
information should not be construed as a recommendation to purchase or sell a security, derivative or futures contract. 
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 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 SEI Funds.  
 
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. 
 
Information contained herein that is based on external sources is believed to be reliable, but is not guaranteed by SEI 
Investments Canada Company, and the information may be incomplete or may change without notice. 
 
Commissions, trailing commissions, management fees and expenses all may be associated with mutual fund investments. 
Please read the prospectus before investing. Mutual funds are not guaranteed, their values change frequently and past 
performance may not be repeated.
 


