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 The COVID-19 crisis provided a massive exogenous shock to global capital markets.  

 When risky assets sell off more or less indiscriminately, as they did in the first quarter, the benefits of diversification 
can be hard to see. 

 During this volatile and historically challenging time, we remain focused on building well-balanced, efficient portfolios 
geared to help our investors achieve their long-term financial goals. 

 

Investors have just come through one of the most challenging quarters in history. The speed of declines in equity markets 
and the corresponding volatility were unprecedented. Moves in the U.S. Treasury market were also unprecedented and 
left fixed-income markets in uncharted territory. Prices for crude oil flat out collapsed. There were few places to hide, and 
most of the areas favored by active investment managers like SEI were hit the worst. 

We always preach the values of well-diversified portfolios with balanced risks across a wide range of sources. Over full 
market cycles (a bull market, a bear market and return to a bull market), which can sometimes run a decade or longer, we 
are highly confident in this approach. Of course when crisis strikes, as COVID-19 did, even the best laid plans can falter 
over short-time intervals. With that in mind, we do not believe that now is the time to make panicked, rash investment 
decisions. Accordingly, we aren’t going to make any strategic asset allocation decisions based on a few weeks or months 
of performance. That stated, we believe it may be helpful to review the first quarter from an asset allocation perspective. 

Asset Allocation Principle: Reduced Reliance on Concentrated Equity Risk 

Implementation: SIMT Multi-Asset Accumulation Fund 
(Private Client Strategies) 

Performance discussion: Our strategies tend to carry less 
equity risk than most alternative implementations. This was 
beneficial in the first quarter of 2020 when global equities 
declined by more than 20%. In addition to the benefits from 
reduced equity concentration, returns were enhanced by 
our larger exposure to investment-grade bonds compared 
to certain peers and more naïve alternatives, whose 
portfolios tend to be dominated by equities. Investment-
grade bonds didn’t simply contribute by falling less than 
equities did; rather, they delivered strong absolute returns 
over the quarter, as shown in Exhibit 1.  

Strategy-level impact: The combination of these relative 
exposures allowed the Multi-Asset Accumulation Fund to 
outperform its stated blended benchmark (60% MSCI World 
Index – Net, Hedged and 40% Bloomberg Barclays Global 
Aggregate Index – USD Hedged) by over 150 basis points 
(a basis point equals 0.01%) over the quarter. Given that 
this fund constitutes up to 20% of many of the Strategies that hold it, this translated to over 30 basis points of increased 
return attributable to the fund.1  

Why this is an important strategic holding in our Strategies: Thoughtful investors know that diversification allows for higher 
expected returns at any given level of portfolio risk. However, many traditional portfolios including the ubiquitous 
“balanced” 60% stock, 40% bond portfolio are overwhelmingly dominated by equity risk.  

                                                        
1 Return contribution will vary depending on weight in a given Strategy. Not all Strategies within a Strategy Family may 
hold this Fund. 
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Exhibit 1: Investment-Grade Bond Returns
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Since stocks are generally three-to-five 
times riskier than investment-grade 
bonds, even the “balanced” Global 60/40 
portfolio shown in Exhibit 2 derives more 
than 90% of its risk (standard deviation) 
from stocks. In contrast, through the use 
of the Multi-Asset Accumulation Fund, we 
have been able to achieve a better 
balance across portfolio risk exposures. 
By assuming similar amounts of risk to 
more concentrated alternatives but 
allocating that risk in a more diversified 
manner, we can confidently expect higher 
returns at any level of risk—this is the 
essence of efficient portfolio construction. 

 

 

 
Asset Allocation Principle: More Diversified Equity Exposures 

Implementation: Small Cap, Emerging Market Equity, Reduced equity home country bias 

Performance discussion: As equity market returns were dominated by large companies, particularly in the U.S. technology 
space, more diversified exposures lagged concentrated U.S. or developed market large-cap indices. Within the U.S., 
large-caps stocks outperformed small caps by more than 11% during the quarter. Emerging markets (as measured by the 
MSCI Emerging Markets Index Net) underperformed developed markets (as measured by the MSCI World Index Net) by 
over 2.5% during the quarter. Home country bias was a mixed bag: it benefited investors whose home markets 
outperformed (such as the U.S.) while detracting for investors whose markets lagged (such as the U.K. and Europe). 

 Standard Fund Annualized Performance (%) as of 3/31/2020 

SIMT Multi-Asset Accumulation Fund 1-Year 5-Years 10-Years Since Inception 

F Shares -0.32 2.20 n/a 4.14 

Inception Date: 4/9/12            Expenses before waivers: 1.30%            Expenses after waivers: 1.17% 
 
The performance data quoted represents past performance. Past performance does not guarantee future results.  The 
investment return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may 
be worth more or less than their original cost and current performance may be lower or higher than the performance 
quoted.  For performance data current to the most recent month end, please call 1.800.DIAL.SEI.  
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Exhibit 3: Large  Cap versus Small Cap

S&P 500 Index Russell 2000 Index
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Exhibit 2: SIMT Multi-Asset Accumulation Fund
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Strategy-level impact: Assuming a 6% allocation to small cap (roughly 10% of the 60% held in equities within a 60/40-like 
portfolio), this would have detracted 60 to 70 basis points relative to an all-large-cap implementation. Assuming a 
similarly-sized allocation to emerging-market equities, that exposure would have reduced returns by roughly 15 basis 
points. The effect of home country bias will vary both in direction and size depending on the investor’s home country and 
the magnitude of the bias. 
 
Why this is an important strategic holding in our Strategies: 
Even though we try to limit our Strategies’ concentration in 
equity risk, equities remain a major driver of portfolio risk 
and return. Consequently, we seek to diversify our equity 
holdings as much as possible. Failing to do so would 
expose Strategies to unnecessary risk without being 
potentially rewarded with higher expected returns. Small-
cap and emerging-market equities are integral components 
of the global capital markets and offer the potential for both 
higher returns and diversification relative to developed 
large-cap markets. Global diversification (as opposed to 
the heavy home country bias implemented by some of our 
peers) seeks to minimize exposure to any single country, 
economy or geopolitical situation. By spreading our 
Strategies’ equity risk across the globe, we are able to 
harvest long-term growth in equity markets without undue 
exposure to individual countries where markets are often 
dominated by a few issuers or sectors. Again, this 
diversification is designed to maximize expected return at 
any given level of risk. 
 
Asset Allocation Principle: Use of Low-Volatility Equity 
 
Implementation: Global Managed Volatility, U.S. Managed Volatility 
 
Performance Discussion: Given the low-beta nature of managed volatility, we generally expect it to outperform in sharp 
equity market downturns. In the first quarter of 2020, however, low-volatility equities declined more than would be 
expected in such a sell-off.  
 
U.S. Managed Volatility lagged full beta equities (as measured by the Russell 3000 Index). Global Managed Volatility 
outperformed fairly modestly. This performance is explained by a few unusual phenomena—namely, the dramatic 
underperformance of small-cap stocks (managed volatility is diversified across the size spectrum, whereas the 
benchmarks are concentrated in larger names) and the dominance of mega-cap U.S. technology companies. As the 
technology sector is not generally characterized by low volatility, it is a much larger portion of the full-beta benchmark than 
of the managed volatility funds. So, when technology outpaces every other sector, managed volatility can lag.  
 
Strategy-level impact: Our impact analysis compares each managed volatility fund to a combination of its benchmark and 
cash, with the split determined by the approximate beta exhibited by each fund over the last five years. Assuming a 25% 
allocation to managed volatility (roughly consistent with Private Client Moderate Strategy), this implementation accounted 
for up to 125 to 150 basis points of reduced performance relative to hypothetical portfolios of the 80/20 (as measured by 
the Russell 3000 and the ICE BofAML 3-month Treasury Bill Indexes) and 70/30 beta proxies (as measured by the MSCI 
World - Net and the ICE BofAML 3-month Treasury Bill Indexes) during the quarter. 
 
Why this is an important strategic holding in our Strategies: SEI was a pioneer in low volatility. We believe that allocating 
to managed volatility affords our investors similar expected returns with potentially meaningfully lower risk compared to 
the benchmark market. The cost associated with this potential advantage is tracking error: in order to harvest the benefits 
of managed volatility, investors must be comfortable with these funds behaving differently than cap-weighted benchmarks, 
including the potential for periods of large outperformance and underperformance. Given the consistency with which 
managed volatility has cushioned losses during other market declines and the fact that the risk reduction did not come at 
the cost of materially lower returns, we believe that the trade-off between improved risk-adjusted returns and higher 
tracking error remains attractive. 
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Exhibit 4: Limiting Home Country Bias
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Exhibit 5: SIMT U.S. Managed Volatility (F shares) versus Russell 3000 Index

SIMT U.S. Managed Volatility Fund Russell 3000

-35.0%

-30.0%

-25.0%

-20.0%

-15.0%

-10.0%

-5.0%

0.0%

5.0%

10.0%

T
o

ta
l 
R

e
tu

rn

Exhibit 6: SIMT Global Managed Volatility (F shares) vs MSCI World - Net

SIMT Global Managed Volatility Fund MSCI World

 Standard Fund Annualized Performance (%) as of 3/31/2020 

SIMT U.S. Managed Volatility Fund 1-Year 5-Years 10-Years Since Inception 

F Shares  -14.06 3.15 9.31 7.32 

Inception Date: 10/28/04            Expenses before waivers: 1.23%            Expenses after waivers: 0.90% 
 

 Standard Fund Annualized Performance (%) as of 3/31/2020 

SIMT Global Managed Volatility Fund 1-Year 5-Years 10-Years Since Inception 

F Shares  -11.53 2.92 6.98 3.97 

Inception Date: 7/27/06            Expenses before waivers: 1.24%            Expenses after waivers: 1.11% 
 

The performance data quoted represents past performance. Past performance does not guarantee future results.  The 
investment return and principal value of an investment will fluctuate so that an investor’s shares, when redeemed, may 
be worth more or less than their original cost and current performance may be lower or higher than the performance 
quoted.  For performance data current to the most recent month end, please call 1.800.DIAL.SEI.  
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Asset Allocation Principle: A Modest Amount of Inflation Protection Securities 
 
Implementation: Inflation-Linked Bonds, SIMT Multi-Asset Inflation Managed Fund (Private Client) 
 
Performance discussion: Inflation-sensitive assets 
(including both inflation-linked bonds and 
commodities) suffered substantially during the 
quarter as inflation expectations cratered. While 
some level of decline is to be expected as 
aggregate demand fell due to virus containment 
measures, this period was highly unusual in that 
this demand destruction was accompanied by 
adverse supply moves. Somewhat paradoxically, in 
the face of plummeting oil prices, Saudi Arabia and 
Russia entered a price war in early March, 
exacerbating the downward pressure on oil and 
other inflation-sensitive assets as they flooded 
markets with excess oil. Global inflation-linked 
bonds underperformed nominal bonds by over 300 
basis points over the quarter, while the Bloomberg 
Commodity Index declined by over 23%. 
 
Strategy-level impact: Assuming a 5% allocation to 
inflation-linked bonds, this holding would have 
detracted roughly 15 basis points compared to a 
portfolio of nominal bonds. 
 
Attribution for commodities is somewhat more 
complicated. While they are as or more volatile than 
equities, they do not correlate perfectly with equities 
and therefore can be “funded” from a combination of 
equities and bonds without increasing portfolio risk. 
Assuming a 3% allocation to commodities and 
comparing strictly to global equities, commodities 
only detracted about 5 basis points at the portfolio 
level. At the same 3% allocation but comparing 
commodities to a portfolio consist of 75% equities 
and 25% global bonds, they detracted roughly 20 to 
25 basis points at the portfolio level. 
 
Similarly, the Multi-Asset Inflation Managed Fund has 
no straightforward “funding source” to which to 
compare it for portfolio attribution purposes. A 
potential reference portfolio could be 70% nominal 
bonds and 30% global equities (MSCI ACWI Index - 
Net). Using this comparison portfolio and assuming a 
5% to 8% allocation to the fund, this exposure 
accounted for about 25 to 50 basis points of reduced 
performance. 
 
Why this is an important strategic holding in our Strategies: Most traditional “stock/bond” portfolios carry little to no 
inflation protection. Accordingly, an unexpected spike in inflation may result in unsatisfactory real (inflation-adjusted) 
returns. It is clear that nominal bonds, with their fixed coupon and principal payments, are subject to the risk that 
unexpected inflation will erode their purchasing power over time. Less obvious, but at least as meaningful, is the 
sensitivity of equity prices to unexpected inflation shocks. Central banks around the globe agree that inflation poses a 
threat to real economic activity and, by extension, to corporate profits and equity returns. Because the goal of an 
investment portfolio is to support spending at some future time, the risk that the value of that spending will be eroded by 
inflation is real and relevant. Consequently, we seek more meaningful exposure to inflation-sensitive assets than certain 
peers and more naïve approaches. 
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Exhibit 7: Nominal versus Inflation-Linked Bonds
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Exhibit 8: Commodity Performance
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Asset Allocation Principle: Credit Exposure, Funded From Both Stocks and Bonds 
 
Implementation: High Yield Bonds, Emerging Market Debt, SIMT Multi-Asset Income Fund (Private Client) 
 
Performance discussion: Non-investment-grade credit experienced substantial losses in the quarter as economic activity 
plummeted and yield spreads between investment-grade and non-investment grade bonds skyrocketed. Asset classes 
such as high yield and emerging-market debt, although they pay fixed coupons like traditional fixed income, are highly 
exposed to the economic cycle like equity. As such, we view them as “hybrid” asset classes consisting of both equity and 
fixed income exposure, and our allocations to them reflect this perspective. While this framework benefited our Strategies 
compared to funding such allocations strictly from investment-grade bonds (which performed far better), credit exposure 
nevertheless detracted from portfolio returns over the quarter. Using a 50/50 combination of global equities (MSCI ACWI 
Index – Net) and global fixed income (Bloomberg Barclays Global Aggregate Index – USD hedged) as a “hybrid” proxy, 
both high yield and emerging market debt lagged this reference portfolio during the quarter. 
 

 
Strategy-level impact: Assuming a 5% allocation to high yield, this would have detracted roughly 15 to 25 basis points at 
the portfolio level compared to the 50/50 hybrid proxy, depending on the portfolio’s currency perspective. Compared to 
this same proxy, a 5% allocation to emerging market debt (split evenly between external and local-currency debt) would 
have detracted roughly 20 to 25 additional basis points. 
 
Why this is an important strategic holding in our Strategies: High-yield and emerging-market debt offer higher expected 
returns than investment-grade bonds as compensation for both credit and liquidity risk. While these risks do relate to risks 
in other portions of the portfolio (namely, equities), they are not perfectly correlated, meaning these exposures should 
offer valuable diversification benefits in the context of a total portfolio. Our exposures to high-yield and emerging-market 
debt, while relatively modest, contribute positively to overall expected portfolio risk-adjusted returns. 
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Exhibit 9: Performance of Diversified Fixed-Income Asset Classes
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Index Definitions 

Bloomberg Commodity ex-Energy Index: The index is a sub-index of the Bloomberg Commodity Index and excludes 
the energy components of that index. 

Bloomberg Commodity Index: The index is calculated on an excess return basis and reflects commodity futures price 
movements. The index rebalances annually weighted 2/3 by trading volume and 1/3 by world production and weight-caps 
are applied at the commodity, sector and group level for diversification. Roll period typically occurs from 6th-10th business 
day based on the roll schedule. 

Bloomberg Commodity Energy Index: The index is composed of futures contracts on crude oil, heating oil, unleaded 
gasoline and natural gas. It reflects the return of underlying commodity futures price movements only and is quoted in 
USD. 

Bloomberg Barclays Global Aggregate Bond Index (USD Hedged): The index is an unmanaged market-capitalization-
weighted benchmark, tracks the performance of investment-grade fixed-income securities denominated in 13 currencies. 
The Index reflects reinvestment of all distributions and changes in market prices. 

Bloomberg Barclays Global Inflation-Linked Bond Index (USD Hedged): The index measures the investment-grade, 
government inflation-linked debt from 12 different developed market countries. Investability is a key criterion for inclusion 
of markets in this index, and it is designed to include only those markets in which a global government linker fund is likely 
and able to invest. 

Bloomberg Barclays Global Treasury Index (USD Hedged): The index tracks fixed-rate, local currency government 
debt of investment grade countries, including both developed and emerging markets. The index represents the treasury 
sector of the Global Aggregate Index and contains issues from 37 countries denominated in 24 currencies. 

Bloomberg Barclays U.S. Aggregate Bond Index (USD Hedged): The Index is a benchmark index composed of U.S. 
securities in Treasury, government-related, corporate and securitized sectors. It includes securities that are of investment-
grade quality or better and have at least one year to maturity. 

ICE BofA US High Yield Constrained Index: The index is a market-value weighted index of all domestic and Yankee 
high-yield bonds, including deferred interest bonds and payment-in-kind securities. Its securities have maturities of one 
year or more and a credit rating lower than BBB-/Baa3 but are not in default. 

JP Morgan EMBI Global Diversified Index: The index tracks the performance of external debt instruments (including 
U.S. dollar-denominated and other external-currency-denominated Brady bonds, loans, eurobonds and local-market 
instruments) in the emerging markets. 
 
JP Morgan GBI-EM Global Diversified Index: The index tracks the performance of debt instruments issued in domestic 
currencies by emerging-market governments. 

MSCI ACWI Index: The index is a market-capitalization-weighted index composed of over 2,000 companies, and is 
representative of the market structure of 48 developed and emerging-market countries in North and South America, 
Europe, Africa and the Pacific Rim. The index is calculated with net dividends reinvested in U.S. dollars. 

MSCI USA Index: The index is designed to measure the performance of the large- and mid-cap segments of the U.S. 
market. 

MSCI World Index: The index is a free float-adjusted market-capitalization-weighted index designed to measure the 
equity market performance of developed markets. The Index consists of the following 23 developed-market country 
indexes: Australia, Austria, Belgium, Canada, Denmark, Finland, France, Germany, Hong Kong, Ireland, Israel, Italy, 
Japan, Netherlands, New Zealand, Norway, Portugal, Singapore, Spain, Sweden, Switzerland, the U.K. and the U.S. 

Russell 2000 Index: The index includes 2000 small-cap U.S. equity names and is used to measure the activity of the 
U.S. small-cap equity market. 
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Russell 3000 Index: The index measures the performance of the largest 3000 U.S. companies representing 
approximately 98% of the investable U.S. equity market. 

S&P 500 Index: The index is a market-capitalization-weighted index that consists of 500 publicly-traded large U.S. 
companies that are considered representative of the broad U.S. stock market. 
 
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Glossary of Terms 

Beta: Beta is a measure of the volatility, or systematic risk, of a security or a portfolio in comparison to the market as a 
whole. 

Market-cap weighted: A market-cap weighted index is a stock market index whose components are weighted according 
to the total market value of their outstanding shares. 

Standard Deviation: Statistical measure of historical volatility. A statistical measure of the distance a quantity lies from its 
average value. It is applied to the annual rate of return of an investment, to measure the investment's volatility (risk). 
Standard deviation is synonymous with volatility, in that the greater the standard deviation the more volatile an 
investment’s return will be. A standard deviation of zero would mean an investment has a return rate that never varies. 

Tracking Error: Quantitative measure of the extent performance of a variable differs or coincides with a benchmark. 
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Important Information 

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.  

Allocations within Strategies may vary from the assumed allocations used. Not all Strategies may have an allocation to the 
themes discussed. As a result, contribution to a given Strategy’s return may have been higher or lower than indicated. 
Contributions to returns do not represent actual trading and may not reflect the impact that material economic and market 
factors might have had on decision making if SEI Investments Management Corporation (SIMC) were managing client 
assets. Performance assumes the stated allocation is held over the course of the three-month period and reinvestment of 
any capital gains and distributions, which may vary from actual implementation in client accounts. Performance shown is 
not meant to represent any individual client account. Actual client results may vary substantially. 

Contributions to Strategy performance shown are net of all fees charged by SEI. It does not include any charges or fees 
which may or may not be imposed by an investor’s financial advisor which will reduce performance returns. For example, 
on an account charged 1% by a financial advisor with a stated annual return (net of mutual fund fees) of 10%, the net total 
return before taxes would be reduced from 10% to 9%. A ten year investment of $100,000 at 10% would grow to 
$259,400, and at 9%, to $236,700 before taxes. 

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. Indexes are unmanaged and one cannot invest directly in an 
index. Past performance does not guarantee future results. 

There are risks involved with investing, including loss of principal. Diversification does not ensure a profit nor guarantee 
against a loss. 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. 
Emerging markets involve heightened risks related to the same factors as well as increased volatility and lower trading 
volume. Investments in 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. 

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 (SEI).  

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’ 
full and summary prospectuses, which can be obtained by calling 1-800-DIAL-SEI. Read them carefully before 
investing.  


