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Stocks are generally touted as the investment vehicle 
that offers the highest possible returns for the average 
investor. Bonds are paying next to nothing in the current 
low interest rate environment. This scenario has many 
investors wondering why they should invest in bonds at 
all. We understand that sentiment. We also believe 
there’s strong case to be made for bonds in a diversified 
portfolio. 
 
Stocks Don’t Always Make Money,  
Even Over the Long-Term 
 
Stocks are a risky investment and, contrary to 
conventional wisdom, their risk doesn’t diminish the 
longer you hold them. It grows. As an investment is held 
longer the probability of a negative event rises and the 
variability of potential outcomes increase. Like interest, 
losses also compound, and a bad stretch in the stock 
market can be difficult to recover from. 
 
Exhibit 1: Ten Years Isn’t Always Long Enough 

 
Source: SEI, S&P. Data 1/1/26 – 12/31/15, prior to 1957 S&P 90 Index. 

 
Even When Stocks Make Money,  
Diversified Portfolios Usually Make More. 
 
There’s a common misconception that diversified 
portfolios are a “low risk, low return” alternative. The 
truth is investors of any risk tolerance can build a 
diversified portfolio that is more efficient than an all stock 
portfolio – meaning diversified portfolios have higher 
expected returns for any given level of risk. 

Exhibit 2: Less Risk, More Return 

 
Source: SEI, S&P. Data 1/1/26 – 12/31/15, prior to 1957 S&P 90 Index. 
Diversified Portfolio = 80% S&P 500, 240% Ibbotson Associates 
Intermediate Term Government Bond Index, and -220% Ibbotson 
Associates SBBI 30-Day Treasury Bill Index (the latter being used to 
represent the financing cost of leveraged positions).   

 
Timing Stock Market Cycles is Nearly Impossible,  
And Getting it Wrong Can be Disastrous. 
 
Imagine you’re an investor ten years from retirement. 
You are counting on stocks to earn their “typical” mid-to-
high single-digit return, but they ended up flat after ten 
years. The result is a portfolio worth less than half of 
what was expected – and a retirement lifestyle that will 
suffer accordingly.  This experience isn’t rare. 
 
Exhibit 3: It Can Happen To You 

 
Source: SEI, S&P. Sample ten-year periods are for illustrative 
purposes only. 
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The Bottom Line: Diversification Helps 
 
No investment can eliminate risk, but responsible 
investors can ensure that they give themselves the best 
chance of meeting their goals. Diversified portfolios help 
to make sure investors are compensated for all of the 
risks that they take. And this is true regardless of the 
investment horizon – even long-term investors will 
benefit from diversifying away from portfolios 
concentrated in stock-market risk. 

 
 
 
 
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
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. 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. There is no assurance as of the date of this 
material that the securities mentioned remain in or out of SEI Funds. 
 
For those SEI Funds which employ the ‘manager of managers’ structure, SEI Investments Management Corporation 
(SIMC) has ultimate responsibility for the investment performance of the Funds due to its responsibility to oversee the 
sub-advisers and recommend their hiring, termination and replacement. SIMC is the adviser to the SEI Funds, which are 
distributed by SEI Investments Distribution Co. (SIDCO). SIMC and SIDCO are wholly owned subsidiaries of SEI 
Investments Company.  
 
To determine if the Funds are an appropriate investment for you, carefully consider the investment objectives, 
risk factors and charges and expenses before investing. This and other information can be found in the Funds’ 
prospectuses, which can be obtained by calling 1-800-DIAL-SEI. Read them carefully before investing. 
 
There are risks involved with investing, including loss of principal. Current and future portfolio holdings are subject to risks 
as well. International investments may involve risk of capital loss from unfavorable fluctuation in currency values, from 
differences in generally accepted accounting principles or from economic or political instability in other nations. Narrowly 
focused investments and smaller companies typically exhibit higher volatility. Bonds and bond funds will decrease in value 
as interest rates rise. High-yield bonds involve greater risks of default or downgrade and are more volatile than 
investment-grade securities, due to the speculative nature of their investments.  
 
Diversification may not protect against market risk. There is no assurance the objectives discussed will be met. Past 
performance does not guarantee future results Index returns are for illustrative purposes only and do not represent actual 
portfolio performance. Index returns do not reflect any management fees, transaction costs or expenses. One cannot 
invest directly in an index.  
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