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Capital Market Review & Outlook 

FOR INSTITUTIONAL INVESTOR USE ONLY.  NOT FOR PUBLIC DISTRIBUTION.  



3 Footer  FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION. 

Market performance overview 

• Risky assets rebounded sharply from a difficult fourth 

quarter, thanks to oversold conditions, a suddenly-

more-dovish Federal Reserve, and hopes for further 

stimulus measures in China.  

 

• U.S. equities led the way once more. Although first-

quarter returns were impressive, developed and 

emerging markets were still down from a year ago, 

driven by ongoing worries about China and Europe.   

 

• A more-dovish Fed, falling interest rates, and benign 

financial conditions were tailwinds to credit, allowing 

spreads to reverse much of the widening that occurred 

in late 2018. These dynamics were especially helpful to 

long-duration and high-yield bonds, although most 

areas of fixed income did well.  

 

• Consumer price inflation continued to slow from its 

mid-2018 highs, creating a bit of a headwind for 

inflation-linked Treasurys. However, the favorable 

environment for fixed income allowed TIPS to post a 

positive return for the quarter despite falling inflation. 

 

• Commodities also performed well, led by cyclical areas 

like energy and industrial metals, as both oil and nickel 

rebounded from steep fourth-quarter declines.  

U.S. Large Cap = Russell 1000, U.S. Small Cap = Russell 2000, Developed International Equity x 

U.S. = MSCI World ex-US, Emerging Markets Equity = MSCI EFM (Emerging+Frontier Markets), 

U.S. Investment Grade Bonds = Bloomberg Barclays U.S. Aggregate, High Yield = BofA ML 

Master II HY Constrained, Emerging Markets Debt = 50% JPM EMBI GD / 50% GBI- EM GD 

Indexes, Long Duration = Bloomberg Barclays Long US Govt/Credit, Inflation Linked = Barclays 1-

5 Year TIPS, Commodities = Bloomberg Commodity. Sources: SEI, index providers. Past 

performance is no guarantee of future results. As of 3/31/2019. 
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Fixed income review 

• Fixed income markets provided solid returns during 

the quarter, with the Bloomberg Barclays  U.S. 

Aggregate up 2.9%. High Yield was especially 

strong, rising 7.3%. 

• Lower credit quality tended to do better along with 

longer duration. 

• Spreads, particularly within high yield, compressed 

significantly during the quarter after sharply 

widening in the fourth quarter. They once again are 

sitting well below long-term averages. 

• Yields continued to fall while the curve continued to 

flatten out. 
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U.S. Fed Funds Rates 
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Fed takes even more dovish stance 

Source: Bloomberg, Chicago Board of Trade. As of 3/31/2019. 

• The FOMC took a very dovish turn in its 

March meeting materials and Chairman 

Powell’s press conference. 

• In addition to lowering longer-run estimates of 

its rate target, the FOMC announced it will 

stop contraction of its balance sheet by the 

end of September. 

• Investors took the Fed at its word, as market-

based expectations ruled out any FOMC rate 

hikes in 2019 while raising the probability of 

one or more rate cuts. 

• Despite this, we still believe there could be 

room for one hike by the end of the year, 

especially if U.S. and global economic growth 

rebound as we expect. 
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Index returns are for illustrative purposes only and do not represent actual fund 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. 

Will the end of tightening give new life to the equity bull? 

• The period since 2008 has seen three episodes of 

active quantitative easing (or QE, when the Fed was 

adding securities to its balance sheet) in the U.S. and 

the current monetary-policy chapter of tightening (QT) 

that began in October 2017. 

• The three periods of QE were unambiguously positive 

for U.S. equities  and neutral-to-negative for bonds.  

• In the current quantitative tightening phase, whether 

coincidental or not, the U.S. stock market  has struggled 

while bonds have moved in a rather narrow range.  

• In addition to easing off the interest-rate brake, the Fed 

signalled that quantitative tightening will end in 

September 2019. This should be a positive development 

for U.S. equities and other risk assets.  
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Source: Bloomberg Barclays, Federal Reserve, S&P,  
Ed Yardeni Research, SEI 

S&P 500 Index

Bloomberg Barclays 10-Year U.S. Treasury Bellwethers Index
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10-Year and 3-Month U.S. Treasury Yield Spreads 

Curve inversion not necessarily a cause for concern 

• The spread between ten-year and three-month U.S. 

Treasury yields, a popular proxy for yield curve steepness, 

inverted in the latter days of March before reversing course. 

• Short-term yields were anchored by the Fed’s current 

overnight rate target, while global economic deceleration and 

steady demand pulled the curve lower for maturities of two 

years or more. 

• While only a few basis points, this marked the first inversion 

since 2007. 

• There has been a good deal of soft data in recent months; 

however, there are still pockets of strength in the U.S. and 

global economies. 

• Most central banks have indicated they are attentive to 

current economic and market concerns, and most are now 

either on hold or prepared to ease.  

• U.S. equity market have behaved in a wide variety of ways 

in the two years following yield curve inversion, anywhere 

from down 40% to up 40% in price terms. 

 

Source: Bloomberg. Left chart reports results as of month-ends, chart on right reports daily results. As of 3/31/2019. 

The Event Our Outlook 
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Economic Outlook 

 

The good news 

 

• The first green shoots of a global growth 

reacceleration are beginning to show. 

• China’s monetary and fiscal stimulus 

measures should help its economy gain 

traction in the months ahead. This will benefit 

emerging economies and other exporters 

highly dependent on trade with China. 

• The Federal Reserve’s sharp pivot to renewed 

dovishness has completely reversed the 

fourth-quarter increase in financial stress. 

• The tapering and eventual halt of quantitative 

tightening in the U.S. should be a positive for 

equities and other risk assets. 

• We expect stock prices to grind higher from 

here, with emerging markets taking the lead as 

China’s economy begins to bottom out. 

 

The bad news 

 

• The inversion of the U.S. Treasury yield curve 

bears watching, although we doubt a 

recession or equity bear market is in the 

cards for at least another 12-to-18 months. 

• Although we are confident that the U.S. and 

China will reach a comprehensive trade deal, 

an unexpected collapse of negotiations would 

upend an important component of our bullish 

thesis. 

• Europe remains a relative laggard 

economically, and investor sentiment toward 

the region would be hurt further if a hard (no-

deal) Brexit were to occur. 

• The aging of the population and reduced 

fertility rates pose a long-term obstacle to 

growth in many countries, especially in 

Europe and Asia. 
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Portfolio Summary and Performance 
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Important information: Asset valuation and portfolio returns 

Inception date 8/1/2014.  Historical Total Index can be provided upon request. 

The Portfolio Return and fund performance numbers are calculated using Gross Fund Performance, using a true time-weighted performance 

method (prior to 6/30/2012,  the Modified Dietz method of calculation was used).  Gross Fund Performance reflects the effective performance of the 

underlying mutual funds that are selected or recommended by SIMC to implement an institutional client’s investment strategy. Gross Fund 

Performance does not reflect the  impact of fund level management fees, fund administration  or shareholder servicing fees, all of which, if 

applicable, are used to offset the account level investment management fees the client pays to SIMC.  Gross Fund Performance does reflect 

certain operational expenses charged by the funds and the reinvestment of dividends and other earnings.  The inclusion of the fund level expenses 

that the client incurs but that are offset against the client’s account level investment management fees would reduce the Gross Fund Performance 

of the mutual funds. For additional information about how performance is calculated, please see your monthly performance report.  

If applicable, alternative, property and private assets performance and valuations may be reported on a monthly or quarterly lag. Alternative, 

property and private assets  performance is calculated gross of investment management fees and net of administrative  expenses and underlying 

fund expenses.  However: Structured Credit Fund performance is calculated gross of investment management fees and net of administrative 

expenses; SEI Offshore Opportunity Fund II Ltd. Class A performance is calculated net of investment management and administrative expenses; 

and Energy Debt Fund performance is calculated net of management fees, performance fees, as applicable, and operating expenses. 

Net Portfolio Returns since 6/30/2012 reflect the deduction of SIMC’s investment management fee and the impact that fee had on the client’s 

portfolio performance. Prior to 6/30/2012, Net Portfolio Returns deduct a proxy annual fee for all periods to demonstrate the impact that SIMC’s 

investment management fee had on the portfolio performance. However, this is a hypothetical calculation, as it does not reflect the actual fees paid 

by the client during the period. Please see your client invoice for actual fees paid. 

Performance prior to client’s transition to SEI was provided to SEI by client’s previous provider (“Prior Performance”).  Neither SEI nor its affiliates 

assumes any responsibility for the accuracy or completeness of the Prior Performance and such information has not been independently verified by 

SEI.  Performance since client’s inception date with SEI is calculated by SEI and has been linked to the Prior Performance.  Prior performance is 

gross of fees. 

 
 

 

 

 

As of the close of business on 8/5/2014, the Total Index Composition is as follows: 

100% PRIT Fund Index 
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City of Brockton Retirement System  

Asset summary at March 31, 2019 

Please refer to the important disclosures accompanying your portfolio performance in this presentation for information on performance calculations.  
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City of Brockton Retirement System – SEI Only Report 

Fund balances and performance at March 31, 2019 

 

PRIT Returns are gross of fees, except for the returns of certain constituent portfolios, and were calculated by PERAC.  Neither SEI nor its affiliates assumes any responsibility for the 

accuracy or completeness of the PRIT Returns and such information has not been independently verified by SEI. 
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City of Brockton Retirement System – SEI Only Report 

Fund balances and performance at March 31, 2019 

 

 

PRIT Returns are gross of fees, except for the returns of certain constituent portfolios, and were calculated by PERAC.  Neither SEI nor its affiliates assumes any responsibility for the 

accuracy or completeness of the PRIT Returns and such information has not been independently verified by SEI. 
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City of Brockton Retirement System – Consolidated Report 

Fund balances and performance at March 31, 2019 

 

 

PRIT Returns are gross of fees, except for the returns of certain constituent portfolios, and were calculated by PERAC.  Neither SEI nor its affiliates assumes any responsibility for the 

accuracy or completeness of the PRIT Returns and such information has not been independently verified by SEI. 
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City of Brockton Retirement System – Consolidated Report 

Fund balances and performance at March 31, 2019 

 

 

PRIT Returns are gross of fees, except for the returns of certain constituent portfolios, and were calculated by PERAC.  Neither SEI nor its affiliates assumes any responsibility for the 

accuracy or completeness of the PRIT Returns and such information has not been independently verified by SEI. 

 



18 

City of Brockton Retirement System – Consolidated Report 

Fund balances and performance at March 31, 2019 

 

 

PRIT Returns are gross of fees, except for the returns of certain constituent portfolios, and were calculated by PERAC.  Neither SEI nor its affiliates assumes any responsibility for the 

accuracy or completeness of the PRIT Returns and such information has not been independently verified by SEI. 

 



19 FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION. 

Brockton 

Return 

PRIT 

Return 

Brockton 

Wgt 

PRIT 

Wgt 

Global Equity -10.5% -10.4% 57.4% 37.8% 

Core Fixed Income 2.7 -0.8 11.1 13.0 

Value Added Fixed -1.4 0.4 14.8 8.3 

Hedge na -2.2 na 14.2 

Real Estate 4.4(9.0)* 5.6 5.8 9.4 

Inflation Protection -2.75 2.8 3.8 4.1 

Private Equity 6.8 (17.7)* 24.5 7.1 12.1 

*Brockton consolidated return (SEI only return) 

PRIT attribution as of 12/31/18 

Source: SEI Performance Report and PRIT performance report which can be found at mapension.com 

Please refer to the important disclosures accompanying your portfolio performance in this presentation for information on performance calculations.  

Past performance is not an indication of future results 

Asset class weights are as of the end of the period (12/31/18). 

Returns are for the 2018 calendar year 
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SEI’s representative institutional investment strategies 

SEI Large Cap Equity Strategy 
AJO, L.P. – Quantitative Relative Value 
Coho Partners – Relative Value 
Fred Alger Management, Inc. – Differentiated 

Momentum 
LSV Asset Management* – Quantitative Contrarian 

Value 
Mar Vista Investment Partners LLC – Stability 
Schafer Cullen Capital Management – Disciplined Value  
 

SEI U.S. Small Cap II Equity Strategy 
ArrowMark Partners – Stable Growth 
Copeland Capital Management, LLC – Dividend Growth  
EAM Investors, LLC – Momentum Growth 
LMCG Investments, LLC – Relative Value  
Snow Capital Management, LP – Value 
 

SEI Extended Markets Index Strategy 
State Street Global Advisors – Passive 
  

SEI World Equity ex-U.S. Strategy 
Acadian Asset Management – Quant Value/Momentum 
Alliance Bernstein, L.P. – Quant Value  
Baillie Gifford – Growth 
BlackRock International Ltd. – Style Flexibility 
EARNEST Partners – Core/Relative Value Tilt 
JO Hambro Capital Management – GARP 
McKinley Capital Management – Quantitative 

Momentum 
Wells Capital Management, Inc. – Value 
 

SEI Global Managed Volatility Strategy 
Acadian Asset Management  
Wells Capital Management 
LSV Asset Management* 
 

Domestic Equity 

Global Equity 

U.S. Equity Factor Allocation Strategy 
SEI Investments Management Corporation 
 

SEI U.S. Large Cap Disciplined Equity Strategy 
AJO, L.P. – Large Cap Momentum 
AQR Capital Management – Enhanced S&P 500 
Ceredex Value Advisors LLC – Large Cap Value 
Coho Partners, Ltd. – Stability  
Quantitative Mgmt. Associates – Quantitative Bias 

Exploitation 
 

SEI U.S. Small Cap Equity Strategy 
Axiom International Investors, LCC – Quantitative Growth 
EAM Investors, LLC – Momentum Growth 
Falcon Point Capital – Emerging Growth 
LSV Asset Management L.P. – Value 
Martingale Asset Management, L.P. – Low Volatility  
William Blair & Company – Relative Value 
 

SEI Large Cap Index Strategy 
State Street Global Advisors – Passive 
 

SEI S&P 500 Index Strategy 
State Street Global Advisors – Passive 
 

 
 

 
 
 

 
 

 

 

SEI Screened World Equity ex-U.S. Strategy 
Acadian Asset Management – Core 
Baillie Gifford – Growth  
EARNEST Partners – Value 
McKinley Capital Management – Growth 
 

SEI World Select Equity Strategy 
AS Trigon – Emerging European Value 
Fiera Capital – Deep Quality/Stability   
INTECH – Global Volatility Capture / Momentum 
LSV Asset Management* – U.S. Value 
Maj Invest. – Global Value/Stability 
Metropole – Pan European Value  
Poplar Forest Capital, LLC – Value  
Rhicon –Currency Management / Volatility Capture 
SIMC – Global stable Momentum 
SNAM – Japan Value 
Towle – U.S. Value 

SEI U.S. Small / Mid Cap Equity Strategy 
ArrowMark Partners – Stable Growth 
Axiom International Investors – Quantitative Growth 
Cardinal Capital - SMID Cap Value   
Copeland Capital Management, LLC – Dividend Growth  
Integrity Asset Management, LLC – Opportunistic Value 
LSV Asset Management* – Contrarian Value  
361 Capital, LLC – Diversified Momentum  
 

 

SEI Real Estate Strategy 
CenterSquare Investment Management – REIT 
 
 

SEI U.S. Managed Volatility Strategy 
Wells Capital Management  
LSV Asset Management* - Contrarian Value 
 

 

SEI Emerging Markets Equity Strategy 
AllianceBernstein L.P. – Value  
Causeway Capital Management – Quantitative Core  
JO Hambro Capital Management – Growth  
Kleinwort Benson Investors International Ltd. – Dividend 

Focus  
RWC Asset Advisors (U.S.) LLC. – Growth   
WCM Investment Management – Quality Growth  

Sub-Adviser Diversification as of March 31, 2019. The strategies above are not an exhaustive list, but represent those that are typically utilized by SEI Institutional clients. Certain strategies 

are currently available only in registered mutual fund products.  References to specific SEI funds are designed to illustrate SEI’s manager selection process, which is implemented by SEI 

Investments Management Corporation (SIMC). The managers may be offered exclusively through mutual funds. References to specific securities do not constitute an offer or 

recommendation to buy, sell or hold such securities. *As of December 31, 2018, SEI Investments Company has a 38.9% minority ownership interest in LSV Asset Management.   
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SEI’s representative institutional investment strategies 

(continued) 

Sub-Adviser Diversification as of March 31, 2019. The strategies above are not an exhaustive list, but represent those that are typically utilized by SEI Institutional clients. Certain strategies are 

currently available only in registered mutual fund products. References to specific SEI funds are designed to illustrate SEI’s manager selection process, which is implemented by SEI Investments 

Management Corporation (SIMC). The managers may be offered exclusively through mutual funds.  References to specific securities do not constitute an offer or recommendation to buy, sell or 

hold such securities.  

Fixed Income 

SEI Cash Management Strategies 
Money Market Funds 
Custom Separate Accounts 
 

SEI Opportunistic Income Strategy 
Ares Management – Bank Loans 
Manulife Asset Management – Multi-Sector LIBOR Plus 
Schroders Asset Management. – Enhanced Cash 
Wellington Management Company – Enhanced Cash 
 

SEI Ultra Short Duration Bond Strategy 
Logan Circle Partners 
Wellington Management Company 
 

SEI Short Gov’t Bond Strategy 
Wellington Management Company 
 

SEI Limited Duration Bond Strategy 
Logan Circle Partners 
Metropolitan West Asset Management LLC  
 

SEI High Yield Bond Strategy 
Ares Management – Opportunistic 
Benefit Street Partners – Relative Value 
Brigade Capital Management – Opportunistic 
J.P. Morgan Asset Management – Relative Value 
T. Rowe Price Associates – High Yield 
 

SEI Emerging Markets Debt Strategy 
Colchester Global Investors – Consistency  
Investec Asset Management – Security Selection 
Marathon Asset Management, LP –Experience 
Neuberger Berman – Macro 
Stone Harbor Investment Partners – Relative Value 

SEI Core Fixed Income Plus Strategy 
U.S. Core Fixed Income Strategy 
High Yield Strategy 
Emerging Debt Strategy 
 

SEI U.S. Core Fixed Income Strategy 
Jennison Associates – Security Selector w/Corporate Bond 
Focus 
Logan Circle Partners, L.P. – Core Fixed Income 
Metropolitan West Asset Management – Macro/Value-Oriented 
Wells Capital Management – Security Selection 
Western Asset Management – Macro/Sector Rotator 
 

SEI Intermediate Duration Credit Strategy 
Income Research & Management 
Legal & General Inv. Mgmt. America 
Logan Circle Partners 
 

SEI Long Duration Credit Strategy 
Income Research & Management 
Jennison Associates 
Legal & General Inv. Mgmt. America 
Logan Circle Partners 
Metropolitan West Asset Management 
 

SEI Long Duration Bond Strategy 
Income Research & Management 
Jennison Associates 
Legal & General Inv. Mgmt. America 
Metropolitan West Asset Management 
 
 
 
 
 
 

SEI Dynamic Asset Allocation Strategy 
State Street Global Advisors 

 

SEI Multi-Asset Real Return Strategy 
AllianceBernstein L.P. – Multi Asset Real Return 
Columbia Management Investments – Active Commodities 
Credit Suisse – Quantitative 
QS Investors, LLC – Inflation Long/Short Equity 

Alternative Investments 

Other 

SEI Alternative Investments 
Equity Long/Short Strategies 
Event Driven Strategies 
Global Macro Strategies 
Relative Value Strategies 
Venture Capital Strategies 
Buyout Strategies 
Private Debt Strategies 
Private Real Assets Strategies 
Private Real Estate Strategies 
Structured Credit Strategies 
Energy Debt Strategies 
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Appendix 

FOR INSTITUTIONAL INVESTOR USE ONLY.  NOT FOR PUBLIC DISTRIBUTION.  
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Data as of 3/31/2019 

SIIT S&P 500 Index Fund 

• During the first quarter, the market rebounded from 2018’s 

negative end.  

• U.S. stocks had their strongest quarter since 2009.  

• The S&P 500 Index was up 13.65% for the period. 

• Information technology and industrials were the leading sectors 

for the quarter.  

• Materials and utilities lagged.  

• The fastest-growing stocks drove performance during the period 

across all indexes. 

• The cheapest stocks underperformed their benchmarks, despite a 

strong start in January. 

Source: SEI Data Portal, FactSet based on data from SEI 

Figures in parenthesis are end of period weights. 

Performance data quoted is past performance, gross of fees. 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.  

0.28 

0.52 

0.35 

0.90 

0.86 

1.61 

1.57 

1.46 

1.24 

1.02 

3.83 

0.0 1.0 2.0 3.0 4.0 5.0

Materials (2.7%)

Real Estate (3%)

Utilities (3.2%)

Energy (5.5%)

Consumer Staples (7.2%)

Industrials (9.5%)

Consumer Discretionary (10%)

Communication Svcs (10.2%)

Financials (13.3%)

Healthcare (15%)

Information Technology (20.4%)

Quarter

Contribution to Absolute Return By Sector (%) 



24 FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION. 

Data as of 3/31/2019 

SIIT Extended Market Index Fund 

Source: FactSet, SEI  

Figures in parenthesis are end of period weights. 

Performance data quoted is past performance, gross of fees. 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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• During the first quarter, the market rebounded from 2018’s 

negative end.  

• The Russell Small Cap Completeness Index was up 15.95% for 

the period. 

• Information technology and industrials were the leading sectors 

for the quarter.  

• Materials and utilities lagged.  

• The fastest-growing stocks drove performance during the period 

across all indexes. 

• The cheapest stocks underperformed their benchmarks, despite a 

strong start in January. 

• The Fund aims to produce investment results that correspond to 

the performance of the Russell Small Cap Completeness Index. 
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Data as of 3/31/2019 

SIIT Emerging Markets Debt 

 

(#) indicates the percent target allocation in the Fund excluding cash 

*Benchmark: 50% JPM EMBI Global Diversified / 50% JPM  GBI-EM Global Diversified. Source: SEI Data Portal with data from Fund sub-advisors. 

**Newly funded managers, both with an inception date of October 24, 2018. 1 Year contribution to excess return unavailable until 4Q19. 

Performance data quoted is past performance, gross of fees. 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.  

Performance Review 

• The Fund performed well during the quarter. It benefited from positions 

within Venezuela and overweights to Saudi Arabia, Qatar and Bahrain.  

• Allocations to hard-currency corporates contributed. An off-benchmark 

position within the Egyptian pound generated strong returns.  

• Hard-currency specialist Stone Harbor benefited from overweights to 

Venezuela and Argentina. Underweights to Peru and Panama detracted.  

• Marathon Asset Management, another hard-currency specialist, benefited 

from an overweight to Gulf Council countries (United Arab Emirates, Saudi 

Arabia, Bahrain). Underweights to Peru and the Philippines hurt.  

• Neuberger Berman’s overweights to hard-currency Venezuela and local-

currency Egypt contributed. Underweights to hard-currency Philippines and 

Uruguay detracted.  

• Local-currency specialist Investec benefited from overweights to Peru and 

Egypt. Security selection within South Africa and an underweight to Russia 

hurt. 

• Colchester, a local-currency specialist, suffered from underweights to Brazil 

and Chile.  
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Data as of 3/31/2019 

SIIT Emerging Markets Debt 

*Benchmark: 50% JPM EMBI Global Diversified/50% JPM GBI-EM Global 

Diversified Index.  

Source: SEI Data Portal 

Positioning Review 

• During the quarter, the overweight to local-currency debt and the 

underweight to hard-currency debt were decreased. 

• Russia moved from an underweight to an overweight as the threat 

of increased sanctions has receded.  

• The underweight to Thailand (low-yielding local currency) was 

moved to a slight overweight.  

• Nigeria moved from a neutral weight to an overweight during the 

period. 

• The Fund remained overweight corporates with a focus on high-

yield-rated companies with lower interest-rate sensitivity.  

• Argentina was the Fund’s largest overweight. Managers like the 

country due to its attractive valuations and positive outlook; 

although elections later this year present a risk.  

• Egypt was an overweight as it continued to perform well under the 

International Money Fund’s program. Managers expect the 

country’s rating to be upgraded soon.  

• The Fund remained underweight the Philippines. Its trade deficit 

continues to grow, outpacing muted growth in goods exports.  
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Data as of 3/31/2019 

SIIT High Yield Bond 

* T Rowe funded 04/30/18 

(#) indicates the percent target allocation in the Fund excluding cash 

Benchmark: ICE BofA Merrill Lynch U.S. High Yield Constrained Index. Source: SEI Data Portal with data from sub-advisors. 

Performance data quoted is past performance, gross of fees. 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.  

Performance Review 

• The Fund underperformed its benchmark during the quarter. An 

overweight to collateralized loan obligations  detracted, as did an 

underweight to and poor selection within energy. An overweight to 

retail also hurt.  

• Selection within media and underweights to basic industry and real 

estate were positive. 

• SEI Investment Management Company’s (SIMC) collateralized debt 

exposure hurt.  

• Brigade suffered due to underweights to and selection within energy 

and services. J.P. Morgan struggled with an underweight to and 

selection within energy. An overweight to and selection within 

telecommunications helped.  

• T. Rowe Price had favorable selection within capital goods and 

energy.  

• Benefit Street contributed via an overweight to and selection within 

energy and an underweight to and selection within media.  

• Ares benefited from selection within media and basic industry.  
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Data as of 3/31/2019 

SIIT High Yield Bond 

Source: BlackRock Solutions based on data from SEI. Benchmark: ICE BofA Merrill Lynch U.S. High Yield Constrained Index.  

Positioning Review 

• During the quarter, the Fund’s underweight to energy was 

decreased.  

• Automotives moved from a slight underweight to a slight overweight. 

• The underweight to capital goods was increased.  

• The Fund remained overweight  collateralized loan obligations, which 

managers continue to view as attractive.  

• It was underweight energy and financials.  

• From a factor perspective, the Fund was underweight BB rated 

bonds, which are Treasury-sensitive.  

• It was overweight CCC and B rated bonds as each provides better 

total return opportunities than higher-rated bonds. 

• Managers continue to look for securities that are upgrade or 

acquisition candidates. These are two events that typically lead to 

outsized bond returns.  
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Data as of 3/31/2019 

SIIT Core Fixed Income Fund 

(#) indicates the percent target allocation in the Fund excluding cash 

*Benchmark: Bloomberg Barclays U.S. Aggregate Bond Index. Source: SEI Data Portal with data from Fund sub-advisors. 

Performance data quoted is past performance, gross of fees. 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. **Logan Circle Performance from inception. 7/12/2018-9/30/2018 

Performance Review 

• The Fund performed well during the quarter as all spread sectors 

outperformed comparable Treasury bonds. Its duration was longer than the 

benchmark, but moved closer to neutral by quarter-end. This added to 

performance as yields declined. The Fund’s overweight to the long end of 

the yield curve contributed as 30-year yields declined. A small overweight to 

credit helped. An overweight to financials also contributed, as did a small 

overweight to industrials.  

• A higher-quality bias within commercial mortgage-backed securities 

detracted as lower-quality tranches outperformed.  

• Western Asset Management benefited from an overweight to spread 

sectors. Logan Circle Partners’ overweight to credit helped, but an 

underweight to non-corporates hurt. MetWest’s overweight to financials and 

non-agency mortgages was beneficial. An underweight to corporates 

detracted as spreads narrowed.  

• Wells Fargo Asset Management’s performance suffered due to selection 

within corporates. Jennison’s defensive positioning detracted as spreads 

widened. 
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Data as of 3/31/2019 

SIIT Core Fixed Income Fund 

*Benchmark: Bloomberg Barclays U.S. Aggregate Bond Index. Source: BlackRock Solutions based on data from SEI. Performance data quoted 

represents past performance, gross of fees. 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.  

(#) indicates the relative weight to the benchmark on a contribution-to-duration basis; because of its different interest-rate sensitivities, Non-Agency 

MBS is shown on a market-value basis.  

Positioning Review 

• The Fund reduced the overweight to banking during the quarter, as 

spreads have narrowed..  Capital positions are stronger now than they 

were pre-2008. 

• Duration moved around a neutral posture. The Fund was overweight the 

25-30 year segment of the yield curve; underweight the 15-20 year 

segment; and neutral the short and intermediate segments.  

• The Federal Reserve is keeping interest rates low, which encourages 

borrowing and could foster inflation. Accordingly, exposure was added in 

the middle section of the yield curve, which would be less impacted than 

longer-dated bonds should inflation begin to rise. Still, the Fund 

maintained an overweight to the long end of the curve as inflationary 

pressures are likely to advance only gradually. 

• The Fund had a small overweight to the corporate sector.  

• It was neutral to slightly overweight both industrials and utilities.  

• Securitized overweights to asset-backed securities (ABS) and 

commercial mortgage-backed securities (CMBS) remained. These bonds 

offer competitive yields, especially on a risk-adjusted basis.  

• Within CMBS, managers believe a higher-quality bias should help ease 

concerns about retail properties.  

• The Fund maintained an allocation to non-agency mortgages. 

• It was overweight agency mortgages, which serve as a high-quality 

alternative to Treasurys.  

• Managers remain in gradual risk-reduction mode and look for 

opportunities to add back risk. 
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Data as of 3/31/2019 

SIIT Limited Duration Bond Fund 

(#) indicates the percent target allocation in the Fund excluding cash 

*Benchmark: ICE BofA Merrill Lynch 1-3 Year U.S. Treasury Index. Source: SEI Data Portal with data from Fund sub-advisors. 

Performance data quoted is past performance, gross of fees. 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.  

Performance Review 

• The Fund outperformed its benchmark during the quarter. 

Overweights to financials and industrials contributed. 

• MetWest benefited from selection within financials and industrials and 

a long duration posture. An overweight to cash detracted.  

• Logan Circle Partners’ overweight to banking, industrials and asset-

backed securities (ABS) contributed. Its short duration posture hurt. 
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Data as of 3/31/2019 

SIIT Limited Duration Bond Fund 

*Benchmark: ICE BofA Merrill Lynch 1-3 Year U.S. Treasury Index. Sources: SEI, BlackRock Solutions based on data from SEI 

Performance data quoted is past performance, gross of fees. 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.  

Positioning Review 

• During the quarter, the Fund’s underweight to government bonds 

was increased to buy more attractive securities within securitized 

sectors.  

• The overweight to ABS was increased as managers find these 

more appealing than corporates.  

• The Fund remained overweight financials.  
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Data as of 3/31/2019 

SIIT Multi-Asset Real Return Fund  

Source: FactSet, Bloomberg 

*U.S. TIPS = Bloomberg Barclays U.S. Treasury TIPS 1-5 Years Index, Intermediate  

U.S. Corp Bonds = Bloomberg Barclays Intermediate U.S. Corporate Bond Index,  

Global Commodity Stocks = MSCI ACWI Commodity Producers Index, REITs = FTSE  

EPRA/NAREIT North America Index, Commodities = Dow Jones-UBS Commodity Index TR. 

Performance data quoted is past performance, gross of fees, and is no guarantee of 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. 

Index returns are for illustrative purposes only and do not represent actual Fund performance. 

Performance Review 

• The Fund outperformed its benchmark in the first quarter. The commodities 

allocation drove performance. The inflation-sensitive equity long-short 

strategy also helped as the U.S. equity market rebounded. Our Treasury 

inflation protected securities (TIPS) manager benefited from an allocation to 

credit. 

• There were no detractors during the quarter. 
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Data as of 3/31/2019 

SIIT Multi-Asset Real Return Fund  

* Relative to the Bloomberg Commodity Index 

Source: Bloomberg 

CAS: Connecticut Avenue Securities  

STACR: Structured Agency Credit Risk Debt 

 

Positioning Review 

• Inflation in the U.S. has remained muted, but many factors may 

reinforce firmer inflation in the near term.  

• Monetary policy remains supportive following the Federal Reserve's 

dovish turn on rate hikes. The labor market continues to be tight, and 

wage growth is still strong. These factors are not expected to result in 

significant inflation. But from a historical perspective, they are 

associated with firmer inflation environment.  

• Commodities predict the inflation environment, and optimism about 

the asset class remains. Supply and demand balances have improved 

across many sectors in the last five years. Any positive macro event 

may be a potential catalyst for commodity price growth. 
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Data as of 3/31/2019 

SIIT Dynamic Asset Allocation: 

Themes and Our Perspective 
 

We now favor the U.S. dollar over the euro 
 

• We purchased put options on the euro versus the U.S. dollar due to an unfavorable outlook for the eurozone as well as attractive pricing in the 

options market. 

• These options provide exposure through April 2019 and should benefit if the euro falls below the rate of 1.10 versus the U.S. dollar. 

• Softness persists in eurozone economic data. Meanwhile, political upheaval is prevalent (unresolved Italian political situation, fragility of the 

governing coalition in Germany, popular protests in France, etc.) and raises concerns that the European Central Bank will need to further slow 

the removal of extraordinary monetary policy 

 

We still prefer emerging-markets equities over developed-markets equities 
 

• Emerging-markets equities (EM) significantly underperformed their developed-market equities (DM) counterparts for most of 2018, falling over 

16% for the year, including a more than 26% peak-to-trough drop from January to October. Heightened trade tensions, a stronger U.S. dollar, 

weaker energy prices, China-hard-landing concerns and other country-specific challenges (Turkey in particular) weighed heavily on EM 

throughout the year. We believe EM investors have effectively priced in worst-case or near-worst-case scenarios on these fronts, resulting in 

attractive valuations, especially given relatively strong fundamentals and some potentially favorable tailwinds.  

• We expect EM to outpace DM in 2019 in both economic and corporate earnings growth, with the latter likely topping 10%. Despite these healthier 

growth outlooks, EM equities are trading at forward price-to-earnings multiples last seen in 2015-2016, when oil prices fell over 65% and the 

world was concerned about a sharp deceleration in China’s economy.  

• While the market has recently priced out most, if not all, Federal Reserve (Fed) rate hikes in 2019, the U.S. dollar has been largely unaffected 

thus far. We believe dollar strength could abate in the near term, due not only to a data-dependent Fed but also to “twin deficit” (federal budget 

and trade deficits) headwinds and a lack of foreign investor demand amid significantly higher U.S. Treasury debt issuance.  

• China remains a wildcard, given slowing growth, still-muted effects from policy-easing measures, and a persistent and burgeoning trade conflict 

with the U.S. However, we believe investors have already priced in fairly pessimistic expectations, and any upside surprises should be supportive 

of the broader EM equity market. 

 

A position favoring U.S. large-cap value over U.S. large-cap growth stocks was maintained 
 

• With the exception of the fourth quarter of 2018, growth stocks have continued to provide stock market leadership in recent years.  

• While we have seen a tightening labor market, a pickup in wage growth, a dovish shift by the Federal Reserve, and some positive effects from 

last year’s tax cuts, we have yet to see a meaningful rotation back into more cyclical names.  

• While we continue to believe that the Russell 1000 Value Index looks more attractive than the Russell 1000 Growth Index on the basis of both 

forward valuations and dividend yield, we believe other positions may be better-suited to our expectation that economic and corporate profits 

growth will rebound in 2019.  
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Data as of 3/31/2019 

Returns are estimated and do not fully account for intra-month cash flows. Performance is gross of fees, internally calculated by SEI.  

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. 

SIIT Dynamic Asset Allocation:  

Performance Attribution 
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Data as of 3/31/2019 

SIIT Dynamic Asset Allocation:  

Current Positioning 

Risk Exposure Notional Exposure 

Total Estimated Stand-Alone (ex. Diversification) Tracking Error: 569bps 

Total Combined Estimated Tracking Error: 236bps 

  

Projected Tracking Error against the S&P 500 Total Return Index from BlackRock Solutions based on data from SEI 
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Data as of 3/31/2019 

World Select Equity 

Alpha Source Performance 
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Data as of 3/31/2019 

Global Alpha Source Performance  

Source: SEI based on data from MSCI and Factset.  Returns quoted in USD.   

The metrics are composites of underlying ratios that SEI has determined to be appropriate measures of each factor. Global equities are represented by the universe as defined by 

MSCI World Index.  Data refers to past performance of liquidity-weighted top tercile portfolios vs. the capitalization-weighted benchmark and rebalanced monthly. Past performance is 

not a reliable indicator of future results 

 

 

 

 

 

 

 

 

 

• Most alpha sources lagged the market, with fundamental stability 

being the only bright spot. 

 

• Value was the biggest laggard, as investors piled into growth names 

on the back of the new low interest rate promise by the dovish US 

Federal Reserve.  

 

• Momentum was whipsawed by rotating into a defensive stance at the 

end of 2019, only to be left behind during the strong rebound during 

the first quarter of  2019. Earnings revisions fared better, as the prior 

quarter’s selloff never translated into earnings downgrades.  

 

• Fundamental stability, which is exposed to high profitability and high 

quality companies benefited from the same “search for growth” 

dynamic that left value behind.  

 

• Low volatility lagged in a strong “risk on” quarter. 

 

• Diversity lagged, driven by strong outperformance of mega-cap 

stocks, particularly in the US information technology and industrials 

sectors. 
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Data as of 3/31/2019 

Regional Alpha Source Performance 
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Source: SEI based on data from MSCI, FactSet, Axioma. Returns quoted in USD.  

The metrics are composites of underlying ratios that SEI has determined to be appropriate measures of each alpha source. Each bar represents the return of top tercile factor-

mimicking portfolio by respective metrics versus regional capitalization-weighted benchmarks: Russell 1000 for US, MSCI Europe for Europe, Topix for Japan, MSCI Emerging 

Markets for Emerging Markets. 
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Data as of 3/31/2019 

SIIT World Select Equity Fund 
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Data as of 3/31/2019 
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SIIT World Select Equity Fund 

Attribution by alpha source and manager 

Stability 

Value 

Momentum 

• The Fund lagged its benchmark, suffering particularly from 

its overweight to value. While poor stock selection in the 

UK further detracted, good stock selection from 

momentum managers provided some mitigation.  

• Most value managers lagged substantially over the 

period, with Metropole and SNAM detracting the most.  

• Metropole’s poor performance was broadly inline with 

their alpha source. Some of the biggest detractors came 

from communication services and financials. SNAM’s 

performance was similarly inline with their value alpha 

source, with some detraction from selection within 

financials and Industrials. Poplar, Trigon and Maj Invest all 

detracted due to their orientation towards value.  

• LSV’s GMV lagged due to the strategically defensive 

design of its strategy.  

• SIMC’s Momentum strategy strongly outperformed both 

the market and its lagging alpha source. The manager 

benefited from turnover constraints, which prevented their 

portfolio from rotating into a defensive stance at the end of 

last year. A residual overweight to high volatility also 

helped the performance 

Source: FactSet/SEI. Returns are gross of fees. Performance data quoted is past performance and is no guarantee of future results. The principal value and investment return of an 

investment will fluctuate so that shares, when redeemed, may be worth more or less than their original value. Current performance may be higher or lower. For performance data current to 

the most recent month end, please call 1-800-DIAL-SEI. The manager contribution to excess return is an estimation of each manager’s contribution, arrived at by calculating their weight in 

the Fund and their relative return against the manager’s respective benchmark. Benchmarks: MSCI ACWI (Net) for INTECH, SIMC, Maj Invest , LSV (Global) and Fund; MSCI Europe 

(Net) for Metropole and Trigon; MSCI Japan (Net) for Sompo Japan Nipponkoa Asset Management (“SNAM”); zero for Rhicon; MSCI US (Net) for LSV (US), Towle, Fiera, Poplar and 
Jackson Square. As the manager benchmarks vary, the sum of the relative returns may not add up to the Fund’s relative return against its benchmark, the MSCI ACWI (Net). ¹Jackson 
Square was terminated on 07-Jul-2018 and replaced by Fiera. ²LSV US Large Cap Strategy was changed to ACWI Managed Volatility on 26-Sep-2018. ³Poplar was introduced to the fund on 26-Sep-2018.  SEI 

Investments has an approximately 38.9% minority ownership interest in LSV Asset Management as of December 31, 2018.  
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Data as of 3/31/2019 

SIIT World Select Equity Fund 

Key performance drivers during quarter 

Positioning  

by Scope 

Performance 

Effect 
Contributors Detractors 

Alpha Source Strong Negative Underweight Momentum 

Overweight Value 

Underweight Fundamental Stability 

Overweight Diversity 

Sectors Negative Overweight Industrials 
Underweight IT 

Underweight Real Estate 

Countries Negative Underweight Germany 
Underweight China 

Overweight Japan 

Currency Negative Overweight USD/CHF 

Underweight AUD/USD 

Underweight EUR/GBP 

Underweight EUR/JPY 

Selection Positive 

SIMC Momentum 

Intech 

Maj Invest 

Rhicon 
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Data as of 3/31/2019 

World Equity Strategies 

Outlook 
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Data as of 3/31/2019 

World Equity Strategies: 

Economic outlook 
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  • Leading indicators in major economies continued deteriorating  

• Eurozone’s PMI’s are pointing toward recession, with the export-

dependent economy suffering from Chinese slow-down 

• US continued moderating, but still remains strong 

• China posted a sharp reversal – either stimulus measures are 

working or Lunar New Year still affecting the readings.  

Source: SEI based on data from Datastream. With respect to PMI charts: an index reading of “50” or above generally is a sign of an expansionary economy. Data 

refers to past performance. Past performance is not a reliable indicator of future results. 
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Data as of 3/31/2019 

World Equity Strategies 

Momentum outlook 
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Momentum Dispersion - Global Developed 

Momentum is less attractive 
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Valuation of Earnings Revisions – Global Developed 

Revisions are less attractive 

Revisions are more attractive 

• Outlook on momentum has worsened  

• Price momentum remains expensive 

• Valuation of revisions has increased 

• Crowding deteriorated 

 

 

Index: S&P Developed LargeMidCap Index. Valuation and Dispersion of Momentum are measured by a ratio in median values of equally weighted first and fourth 

quintiles. The top chart also shows Average (blue dotted), +1 and -1 standard deviation (solid blue) lines on an expanding basis.  

Source: SEI based on data from FactSet, Axioma.  
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Data as of 3/31/2019 

World Equity Strategies: 

Stability outlook 
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Valuation of Low Volatility 

Low Volatility is less 

attractive 

Low Volatility is  more 

attractive 

 

• Fundamental Stability remains expensive. 

 

 

 

 

 

 

 

• Low volatility is reasonably priced. 
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Valuation of Fundamental Stability 

Less attractive 

More attractive 

Index: S&P Developed LargeMidCap Index. Valuation of Low Volatility and Fundamental Stability are measured by a ratio in median values of equally weighted 

first and fourth quintiles. The metrics are composites of underlying ratios that SEI has determined to be appropriate measures of each factor. The charts also show 

Average (blue dotted), +1 and -1 standard deviation (solid blue) lines on an expanding basis. Source: SEI based on data from FactSet, Axioma.  
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Data as of 3/31/2019 

World Equity Strategies 

Value outlook 

Indexes: S&P United States LargeMidCap Index, S&P Europe ex UK LargeMidCap Index, and S&P LargeMid Cap Japan Index. Valuation dispersion is measured 

by a ratio in median values of equally weighted 2nd and 9th deciles. The charts also show Average (dotted blue), +1 and -1 standard deviation (solid blue) lines on 

an expanding basis. Source: SEI based on data from FactSet, Axioma. 
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Valuation Dispersion – B/P – Europe ex-UK 

Value is more attractive 

Value is less attractive 
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Valuation Dispersion – B/P – US Large Mid Cap 

Value is less attractive 

Value is more attractive 
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Valuation Dispersion – B/P – Japan 

Value is more attractive 

Value is less attractive 

 
 
   • Valuation dispersions have widened further, presenting potentially 

outsized future returns to value.  

• US market presents the most extreme divide from the highly 

valued tech stocks to cheap financials and consumer names. 

• Current levels have matched end of 1999 levels 

• Europe and Japan are also showing extreme readings.   
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Data as of 3/31/2019 

 

SIIT World Select Equity Fund 

Positioning by manager and scope 

Manager weights targets, excluding cash. Value alpha source is implemented through SNAM in Japan, Metropole and Trigon in Europe, Poplar and Towle in the US, and partially 

trough Maj Invest. Stability alpha source is implemented through Fiera, currency manager Rhicon and partially Maj Invest. Momentum alpha source is implemented through INTECH 

and SIMC. Low Volatility is implemented via LSV Global Mgd Vol strategy. 

¹Jackson Square was terminated on 07-Jul-2018 and replaced by Fiera.  

²LSV US Large Cap Strategy was changed to ACWI Managed Volatility on 26-Sep-2018.  

³Poplar was introduced to the fund on 26-Sep-2018 
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 We have made no significant changes in our allocations 

over the quarter. Over the past 12 months, our pivot in 

favour of value remains to be the most significant. 

 

• We find value extremely attractive and maintain a 

strong overweight to value managers: Poplar, Towle, 

SNAM, Metropole and Maj Invest 

 

• Momentum is overvalued in our view and as such we 

are underweighting both SIMC and INTECH.  

 

• Fundamental Stability is also expensive, prompting 

us to underweight Fiera  

 

• Our neutral view on Low Volatility is reflected in our 

neutral allocation to LSV’s GMV.  
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Data as of 3/31/2019 

Important Information 

This presentation is provided by SEI Investments Management Corporation (SIMC), a registered investment adviser and wholly owned subsidiary 

of SEI Investments Company. The material included herein is based on the views of SIMC. Statements that are not factual in nature, including 

opinions, projections and estimates, assume certain economic conditions and industry developments and constitute only current opinions that are 

subject to change without notice. Nothing herein is intended to be a forecast of future events, or a guarantee of future results. This presentation 

should not be relied upon by the reader as research or investment advice (unless SIMC has otherwise separately entered into a written agreement 

for the provision of investment advice).  

There are risks involved with investing including loss of principal. There is no assurance that the objectives of any strategy or fund will be achieved 

or will be successful. No investment strategy, including diversification, can protect against market risk or loss. Current and future portfolio holdings 

are subject to risk. Past performance does not guarantee future results. 

For those SEI products which employ a multi-manager structure, SIMC is responsible for overseeing the sub-advisers and recommending their 

hiring, termination, and replacement. References to specific securities, if any, are provided solely to illustrate SIMC’s investment advisory services 

and do not constitute an offer or recommendation to buy, sell or hold such securities.  

Certain economic and market information contained herein has been obtained from published sources prepared by other parties, which in certain 

cases have not been updated through the date hereof. While such sources are believed to be reliable, neither SEI nor its affiliates assumes any 

responsibility for the accuracy or completeness of such information and such information has not been independently verified by SEI.  

Index returns are for illustrative purposes only and do not represent actual portfolio performance. Index performance returns do not reflect any 

management fees, transaction costs, or expenses, which would reduce returns. Indexes are unmanaged and one cannot invest directly in an index. 
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Data as of 12/31/2018 unless otherwise noted 

Private Equity Fund 
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Data as of 3/31/2019 unless otherwise noted 

Market environment  

• The first quarter of 2019 saw mixed activity in the various areas of the private-assets (PA) markets.  

 

• To start, net asset values are expected to see the effect of positive mark-to-market comparables due to the recent performance in public equity 

markets. Company-level operations have remained steady thus far and should enhance this impact.  

 

• The dollar value of buyout transactions during the first quarter of 2019 remained steady while the total number of deals declined across all 

regions. That said, in spite of the lower number, the buyout markets continued to see a steady flow of deal activity at strong valuations. Venture 

capital deals also slowed a little relative to the prior quarter, but are in line on a value basis with quarterly activity over the last couple of years. 

Investments in China-based companies, which have been a primary driver of deal flow and value during prior quarters, saw slowdown in the 

opening quarter of 2019.  

 

• As evidenced by some of the large events that have taken place over the last several months, buyout exit markets remained open and active 

despite quarter-to-quarter volatility. The number of venture exits has been slowing for a while and continued that trend to start 2019. With 

companies staying private longer, transaction levels in the venture space ebb and flow while the total value of exits is generally consistent, but 

then periodically sees spikes when larger venture-backed companies are sold or launch initial public offerings.  

 

• In aggregate, fundraising was lower based on the number of funds having a final close while the total dollars raised relative to the fourth quarter 

of 2018 was close to the same level. Looking through the different categories, some large real-estate funds saw closes that skewed the total 

dollars raised in this area upwards. Infrastructure and Natural Resources funds were basically flat on a dollar basis, while buyouts, venture 

capital and private debt slowed. 
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Data as of 3/31/2019 unless otherwise noted 

Outlook  

• Our outlook for the rest of 2019 remains positive for the PA marketplace, as we expect steady activity in most areas. 

 

• Given the lag in valuations, net-asset-value changes are likely to increase by some level following the equity-market rebound over recent 

months. At the same time, strong company-level operating performance should provide support and serve to mitigate mark-to-market impacts.   

 

• Ongoing economic uncertainty and volatility in public investment markets have the potential to give general partners pause. However, we expect 

this to be offset by a desire for sellers to monetize gains. Also, structural needs—such as expiring investment periods, increased levels of 

available capital, and funds reaching their contractual terms but still holding companies—should provide support for transaction levels.  

 

• Fundraising conditions are expected to remain competitive. Investors continue to be focused on limiting their number of relationships to fewer 

overall managers while the number of managers trying to raise capital is still high. However, investor surveys highlight interest in a variety of 

private-market strategies, and larger, well-established managers appear to have been more successful over recent quarters. Also, given the 

high level of distributions resulting from strong exit activity, many investors are likely to find themselves under-allocated to private markets and in 

a better position to make new commitments once they have a better understanding of recent equity market volatility. 
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Data as of 3/31/2019 unless otherwise noted 

 

 

Private Asset  

Definitions 
Measure Definition 

Investment Name of private equity fund. 

Vintage Year 
The year in which the fund began making investments.  Typically coincides with the year of the investor’s first 

capital call. 

Commitment The total amount the investor committed to the fund. 

Funding  Capital that has been called by the fund. 

Additional Fees 
Cash paid or received that is outside the NAV (net asset value) of the fund; typically these will be initial true-up 

interest amounts or management fees charged outside of a fund. 

Unfunded Commitments less capital calls plus any distributions deemed "recallable" or "recycled". 

Percent Funded 
Funding divided by the commitment amount; This number may be greater than 100% in the event a manager 

implements a capital recycling process and/or deems distributions recallable. 

Cumulative Distributions Capital that has been returned to the investor, including capital that is deemed recallable. 

Valuation Date Date of the last reported net asset value. 

Reported Valuation Last reported net asset value. 

Adjusted Valuation The sum of the last reported NAV and all subsequent cash flows through the date of the report. 

DPI  

(Distributed to Paid-In Capital 

aka Realization Multiple)  

Since inception ratio of cumulative distributions to cumulative paid-in capital; useful for measuring cash on cash 

performance. 

TVPI  

(Total Value to Paid-In Capital 

aka Investment Multiple) 

Since inception ratio of cumulative distributions plus the valuation (sometimes referred to as residual valuation) 

to cumulative paid-in; useful for measuring the creation of wealth; results greater than 1 imply gains on the 

investment as of the stated date. 

IRR  

(Internal Rate of Return) 

Since inception discount rate where the sum of discounted cash flows and the discounted valuation is equal to 

zero. 
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Data as of 3/31/2019 unless otherwise noted 

SEI GPA III  

Fund Overview 

SEI GPA III Investor Status 

SEI GPA II Investor Overview 

 SEI GPA III is an approximately $275 million private-equity vehicle diversified over a variety of investment strategies, multiple geographies and 

several vintage years.  

SEI GPA III Diversification (as of 4Q18) 

*Based on Commitments **Based on NAV ***Preqin Peer Group data is taken from the Preqin database for Vintage 2015 Fund of Funds from all 

geographies and metrics are for the Median. Data is through 3Q18 as of 4/9/19. With these parameters, the metrics above are based on a sample 

size of 38.  

Performance for periods of less than one year is cumulative. Past performance is no guarantee of 

future results. Performance is gross of investment management fees and net of administrative 

expenses and underlying fund expenses. Performance data quoted is past performance. Past 

performance is no guarantee of future results. The principal value and investment return of an 

investment will fluctuate so that shares, when redeemed, may be worth more or less than their 

original value. Current performance may be higher or lower. For performance data current to the 

most recent month end, please call your client service representative. 

Fund Time Period Vintage Years Committed ($M) Called ($M) 
Returned 

($M) 

NAV 

($M) 

SEI GPA III 4Q18 2015 275.3  166.2  27.2 203.8 

Fund Time Period Funded (%) Total Value ($M) 
DPI 

(X) 

TVPI 

(X) 

IRR 

(%) 

SEI GPA III 4Q18 60.4 231.0 0.2 1.4 17.2 

SEI GPA III 3Q18 60.4 229.8 0.2 1.4 19.1 

Preqin Peer Group*** 3Q18 55.5 NA 0.1 1.2 16.5 
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Data as of 3/31/2019 unless otherwise noted 

*All chart and table information based on data as of 12/31/2018. 

SEI GPA III 

Portfolio Overview 

Performance for periods of less than one year is cumulative. Past performance is no guarantee of 

future results. Performance is gross of investment management fees and net of administrative 

expenses and underlying fund expenses. Performance data quoted is past performance. Past 

performance is no guarantee of future results. The principal value and investment return of an 

investment will fluctuate so that shares, when redeemed, may be worth more or less than their 

original value. Current performance may be higher or lower. For performance data current to the 

most recent month end, please call your client service representative. 

Asset Class 
Commitment 

($M) 

Funding 

($M) 

Additional 

Fees 

($M) 

Unfunded 

($M) 

Percent 

Funded 

(%) 

Distributions 

($M) 

Adjusted 

Valuation 

($M) 

DPI 

(X) 

TVPI 

(X) 

IRR 

(%) 

Buyout 50.0 39.9 0.1 18.6 79.8 22.6 30.7 0.6 1.3 22.5 

Debt 65.0 33.4 0.3 33.8 51.3 5.9 29.2 0.2 1.0 3.2 

Real Assets 17.0 7.3 0.0 9.7 43.0 0.6 11.2 0.1 1.6 58.9 

Real Estate 73.0 64.2 1.2 8.8 88.0 22.9 58.7 0.3 1.2 12.3 

Venture Capital 45.0 45.9 0.5 3.7 102.0 13.1 63.2 0.3 1.6 26.5 

Total: 250.0 190.7 2.1 74.6 76.3 65.1 193.0 0.3 1.3 18.4 
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Data as of 3/31/2019 unless otherwise noted 

SEI GPA III 

Commentary 

Performance for periods of less than one year is cumulative. Past performance is no guarantee of 

future results. Performance is gross of investment management fees and net of administrative 

expenses and underlying fund expenses. Performance data quoted is past performance. Past 

performance is no guarantee of future results. The principal value and investment return of an 

investment will fluctuate so that shares, when redeemed, may be worth more or less than their 

original value. Current performance may be higher or lower. For performance data current to the 

most recent month end, please call your client service representative. 

Key Characteristics 

 

• SEI Global Private Assets Fund III had its final close in April 2015 and is diversified over a variety of investment strategies, multiple 

geographies and several vintage years.  

• As of 12/31/18, the Fund has made 11 commitments representing $250 million, or 91% of committable capital; any additional investments will 

be secondary purchases of partnership stakes alongside one of the existing managers. 

• Seven of the commitments are to managers pursuing a secondaries approach, and SEI GPA III invested with eight of the managers at a point 

when significant capital had been drawn and gains were already present in the portfolios. 

• Given the strategy and construction process, SEI GPA III’s TVPI never dipped below 1.0X and currently sits at 1.4X. 

• Over the last three months the Fund’s NAV increased 0.6% and on a trailing 12-month basis has risen 18.6%. 

• SEI GPA III is in the investing phase of its lifecycle, but given the nature of the underlying strategies, it continues to receive sufficient 

distributions from investments to fund a portion of capital calls. 

 

Portfolio Update and Outlook 

 

• On the performance front, SEI GPA III’s real-estate managers led the way with a quarterly return of 1.0%. 

• The portfolio also saw cash investment activity continue to improve during the fourth quarter 2018, with all five strategies calling and 

distributing a total of $11.4 million and $9.7 million, respectively. 

• Among the more notable distributions from venture managers were the proceeds from the sale of Israeli semiconductor manufacturing 

company Valens Semiconductor and South Korean food-delivery company Woowa Brothers. 

• The debt managers continued to draw capital to fund new loans and participate in distressed situations, while at the same time providing 

distributions of income generated in line with their strategies. 

• The real-estate managers distributed cash on the back of numerous property sales and income generated from rents, while the real-assets 

investments called capital to fund new secondary purchases. 
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Data as of 3/31/2019 

Fund Time Period Fund Size ($M) % Funded NAV ($M) TVPI (X) 

SEI GPA IV 4Q18 588.5 15.6 99.1 1.1 

SEI GPA IV – Fund Overview 

Key Characteristics 

 

• Final Close: January 31, 2018 

• The Fund will be globally diversified and provide exposure to all of the major 

private market sub-classes. 

• At final close, SEI GPA IV has received commitments of ~$588 million. 

• As of March 31, 2019, the Fund has made 14 commitments, including three 

new relationships with premier venture-capital firms based in Silicon Valley 

and three follow-up investments with managers in GPA III. 

• We are actively working on additional investments, involving both new 

strategies and firms as well as new commitments to subsequent funds run by 

managers in SEI GPA III. 

• SEI GPA IV’s initial capital call occurred during the fourth quarter 2017 and 

future calls will be sporadic as investments are made. 

 

*All chart and table information is for illustration purposes only and subject to change. 
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Structured Credit Fund 

Quarterly Investment Review 
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Data as of 3/31/2019 

Annualized Performance as of 03/31/2019 1Q YTD 1-year 2-year 3-year 5-year 7-year 
Since 

Inception* 

SEI Structured Credit Fund (Net**)  6.38% 6.38% 4.34% 8.62% 16.07% 7.69% 9.15% 11.65% 

CLO Index*** 2.24% 2.24% 2.81% 3.16% 4.39% 3.01% 3.52% 3.78% 

Excess +4.14% +4.14% +1.53% +5.46% +11.68% +4.68% +5.63% 7.87% 

J.P. Morgan CLOIE 2.24% 2.24% 2.81% 3.16% 4.39% 3.01%  3.52%   

Credit Suisse Leveraged Loan Index 3.78% 3.78% 3.33% 3.98% 5.87% 3.83% 4.62% 4.49% 

Merrill Lynch High Yield Index 7.40% 7.40% 5.93% 4.81% 8.68% 4.70% 6.26% 7.46% 

S&P 500 Index 13.65% 13.65% 9.50% 11.72% 13.51% 10.91% 12.85% 8.17% 

Bloomberg Barclays Aggregate Bond Index 2.94% 2.94% 4.48% 2.83% 2.03% 2.74% 2.48% 4.12% 

JPM EMBI Global Diversified 6.95% 6.95% 4.21% 4.26% 5.79% 5.44% 5.38% 7.00% 

Fund Size $1.96 billion Distinct Investors 110 

Structured Credit Fund  

Return summary . 

*Inception: August 1, 2007 

Sources: SEI Data Portal, Credit Suisse, Merrill Lynch, S&P, Bloomberg Barclays, J.P. Morgan, FactSet 

**Performance is gross of investment management fees and net of administrative expenses. Clients implemented via collective investment trusts incur product-level fees, including trustee 

and administrative fees, which will affect performance. 

*** CLO Index: CS Leveraged Loan Index from Inception through December 2011, JPM CLOIE from January 2012 to current. 

Performance data quoted is past performance. Past performance is no guarantee of future results. The principal value and investment return of an investment will fluctuate so that shares, 

when redeemed, may be worth more or less than their original value. Current performance may be higher or lower. For performance data current to the most recent month end, please call 

1-800-DIAL-SEI. 
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Data as of 3/31/2019 

Month  

(% return) 

Structured 

Credit Fund Net  
CLOIE 

Credit Suisse 

Leveraged Loan 

Index 

Merrill Lynch 

High Yield 

Index 

S&P 500 

Index 

Bloomberg 

Barclays 

Aggregate 

Bond Index 

JPM EMBI 

Global 

Diversified 

January 2018 2.18% 0.24% 1.08% 0.64% 5.73% -1.15% -0.04% 

February 2018 0.59% 0.32% 0.18% -0.93% -3.69% -0.95% -1.99% 

March 2018 0.43% 0.11% 0.32% -0.62% -2.54% 0.64% 0.29% 

April 2018 1.81% 0.09% 0.49% 0.67% 0.38% -0.74% -1.45% 

May 2018 0.58% 0.36% 0.19% -0.01% 2.41% 0.71% -0.94% 

June 2018 0.06% 0.20% 0.10% 0.35% 0.62% -0.12% -1.19% 

July 2018 1.20% 0.25% 0.83% 1.12% 3.72% 0.02% 2.55% 

August 2018 0.41% 0.34% 0.41% 0.72% 3.26% 0.64% -1.73% 

September 2018 0.54% 0.28% 0.68% 0.58% 0.57% -0.64% 1.51% 

October 2018 1.10% 0.32% 0.01% -1.64% -6.84% -0.79% -2.16% 

November 2018 -1.79% -0.04% -0.82% -0.91% 2.04% 0.60% -0.42% 

December 2018 -4.86% -1.25% -2.29% -2.19% -9.03% 1.84% 1.35% 

January 2019 3.39% 1.45% 2.30% 4.59% 8.01% 1.06% 4.41% 

February 2019 1.70% 0.36% 1.57% 1.69% 3.21% -0.06% 1.00% 

March 2019 1.17% 0.42% -0.12% 0.98% 1.94% 1.92% 1.42% 

Structured Credit Fund  

Return summary 

Sources: SEI Data Portal, Credit Suisse, Merrill Lynch, S&P, Bloomberg Barclays, J.P. Morgan, FactSet 

Performance data quoted is past performance. Past performance is no guarantee of future results. The principal value and investment return of an investment will fluctuate so that shares, when 

redeemed, may be worth more or less than their original value. Current performance may be higher or lower. For performance data current to the most recent month end, please call 1-800-DIAL-SEI. 

. 
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Data as of 3/31/2019 

Outlook Commentary 

Fundamentals Stable (unchanged) 

Trailing 12-month default rates for both high yield bonds and loans declined well 

below historical averages. The par-based loan default rate, at 0.93%, is the lowest 

since April 2012. Interest coverage across the loan issuer universe remains at a 

historically high level and both revenue and EBITDA growth exceeded 9% in the 

fourth quarter of 2018. Such favorable fundamentals combined with minimal near-

term loan maturities supports the view that defaults will remain below historical 

averages in 2019 and 2020. 

Technicals 

Negative 

(downgraded from 

last quarter) 

The fourth quarter of 2018 saw record outflows from loan funds—a surprising 

reversal from the robust inflows of the first 9 months of the year. The outflows 

continued for the first quarter of 2019. Loans funds are currently mired in a streak 

of 6 months of outflows, which followed a 9-month streak of inflows. In our 

opinion, the poor sentiment by retail investors for loans is more driven by the 

Federal Reserve’s dovish rhetoric than a deterioration in credit fundamentals.  

Strong demand from CLOs have helped offset retail outflows. Interestingly, high 

yield funds have enjoyed strong inflows on the back of lower Treasury yields. 

Valuation 
Positive 

(unchanged) 

CLO spreads across the capital structure reached post-crisis tights in the first 

quarter of 2018 but widened during the remaining 9 months of the year amid 

broad market volatility and robust supply. Spreads partially recovered in the first 

quarter, but lagged other credit assets, therefore, CLO relative value is attractive.   

Outlook 

Wide spreads and low expected default rates should position loans and CLOs to deliver 

attractive relative returns in 2019. 



63 FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION. 

Data as of 3/31/2019 

General Characteristics* March 2019 Dec 2018 Dec 2017 Dec 2016 Dec 2015 Dec 2014 

Fund Net Asset Value $1.96B $1.83B $1.91B $1.70B $1.32B $1.4B 

Average Price 74.50 71.47 77.70 74.71 67.17 83.34 

Weighted Average Life (years) 7.83 7.92 7.25 6.68 6.71 6.45 

Modified Duration (years) 3.58 3.47 3.77 3.65 3.39 3.74 

Yield 12.98% 14.52% 10.94% 11.27% 15.22% 9.44% 

Spread (basis points) 1,055 1,188 854 917 1331 774 

Number of holdings 154 148 151 137 141 120 

Source: SEI 

* These statistics are estimates only.  Warehouses and new issue securities (6% of the Fund), and cash are excluded from the calculations as they are not modeled in our third-party 

analytics software. Equity tranches are conservatively assumed to have the lowest possible rating, even if they are performing as expected. Additional assumptions include a 2% 

annual default rate and a 70% recovery rate on defaulted collateral.  

 

Structured Credit Fund  

Portfolio characteristics 
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Data as of 3/31/2019 

Source: SEI 

Structured Credit Fund  

Collateral manager exposure 

Top-10 Collateral Manager Exposure % of Fund 

Brigade 13.90% 

Benefit Street Partners 13.25% 

Ivy Hill 8.56% 

Newstar 7.58% 

Neuberger Berman 6.15% 

Apex 4.27% 

MJX 4.15% 

Carlson 4.14% 

Arrowpoint 3.84% 

BMO 3.51% 

Remaining Collateral Manager Exposure 29.44% 

Cash 1.20% 

Total 100% 
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Data as of 12/31/2018 

Core Property Fund 
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Data as of 12/31/2018 

U.S. property market landscape 

Sources: NCREIF ODCE Vacancy Rate is from the NCREIF ODCE Details spreadsheet and is calculated as 1 minus the Occupancy rate; NPI Net Operating 

Income Growth, Transaction Cap Rates, Current Value cap Rates, and NPI Price Index are from the NCREIF Trends Report and but the Index figures are 4-

quarter rolling averages 
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Data as of 12/31/2018 

U.S. property market returns 

Source: NCREIF. NPI is a quarterly time series composite total rate of return measure of a very large pool of individual commercial real estate properties acquired 

in the private market for investment purposes only on an unlevered basis. The ODCE (Open-End Diversified Core Equity) is a Fund-level capitalization weighted, 

time-weighted return index and includes property investments at ownership share, cash balances and leverage. Past performance does not guarantee future 

results. Performance for periods of less than one year is cumulative; greater than one year is annualized. 

• It was another positive quarter for the U.S. property market, with 

both income and capital growth contributing to returns. 

• Strong operating fundamentals continued and supported higher 

valuations, with appreciation contributing 0.7% of the ODCE’s 1.8% 

total return. 

• Four of the five sectors had gains; industrial and office led the way 

with increases of 3.4% and 1.7% and were followed by apartment, 

hotel and retail at 1.4%, 1.2%, and -0.4%, respectively.  

• Rounding out the real estate marketplace, the west and east 

regions had the strongest performance (up 1.9% and 1.1%, 

respectively). Occupancy rates and current cap rates all remained 

in line with the prior quarter. Same store net-operating-income 

growth rate increased slightly relative to prior quarter.  
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Data as of 12/31/2018 

Core Property Fund: Performance review 

Contributors 

• Of the nine underlying Funds, seven exceeded the NPI benchmark of 

1.4% and six were ahead of the ODCE peer group of 1.8%. 

• Gains were broad based, as three of the primary sectors posted 

strong, positive returns. The three sector specialists again generated 

attractive income returns relative to the more diversified managers. 

• The Fund’s overweight to industrial assets, as well as the non-core 

exposure to self storage, both contributed on a comparative basis. 

 

Detractors 

• Overall, the managers generally performed well, with  only two 

posting an absolute return lower than 1.2%.  

• Debt mark-to-market detracted as interest rates rose during the 

period. 

• The Fund’s retail assets also lagged the other sectors in line with the 

broader market’s struggles within this property type.  

 

20.1% 

17.4% 
1.5% 

17.7% 

17.0% 

4.3% 10.1% 

7.7% 

4.1% 

SEI CPF  Underlying Fund Allocation 
(Based on NAV as of 12/31/18) 

Morgan Stanley Prime
Property Fund

Heitman American Real
Estate Trust

TH Real Estate U.S. Cities
Fund

Clarion Partners Lion
Properties Fund

Invesco Core Real Estate

Sentinel Real Estate Fund

Clarion Partners Lion
Industrial Trust

Harrison Street Core
Property Fund

RREEF America REIT II

0%

5%

10%

15%

CPF
1.9%

NPI
1.4%

ODCE
1.8%

CPF
8.8%

NPI
6.7%

ODCE
8.3%

CPF
8.9%

NPI
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SEI CPF Performance 

Income Return Capital Growth

Sources: SEI and NCREIF.  

Performance for periods of less than one year is cumulative. 

Performance is gross of investment management fees and net of administrative 

expenses and underlying fund expenses.  Clients implemented via collective 

investment trusts incur product-level fees, including trustee and administrative fees, 

which will affect performance. 

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 your client services representative.  
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Data as of 12/31/2018 

Core Property Fund: Positioning and actions 

 

Sources: SEI, NPI. Based on actual invested position of money drawn by Underlying Funds and excluding cash; “Other” includes predominantly self-storage, hotel and land.  

Positioning 

• The Fund currently maintains overweights to the industrial and other 

sectors at the expense of office and retail. 

• Fund-level leverage stands at 23.1%, and occupancy is 93.4% for 

the quarter; both of these are higher than the corresponding ODCE 

figures by 1.6% and 0.7% , respectively. 

• The Fund remains well diversified through its nine managers, which 

in total provide exposure to more than 800 individual properties. 

 

 

Actions 

• SEI CPF received additional commitments of approximately $21 

million for October 1, 2018 and currently has no investment queue. 

Additionally, redemption requests totaled approximately $30 million 

for December 31, 2018, with many of those due to rebalancing 

requests. 

• Current assets under management are $2.2 billion. 

• For a variety of reasons, including both risk positioning and capacity 

addition, we are in the process of replacing one of the diversified 

managers; this exchange will reduce the fund’s leverage ratio while 

also adding a manager with a larger portfolio of properties in an 

effort to lower individual property risk. 
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Data as of 3/31/2018 

Energy Debt Fund 

Quarterly Investment Review 
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Data as of 12/31/2018 

Energy Debt Fund  

Fund and market performance recap 

*Net return equals gross return less management fee and operating expenses 

and is based on the July 2015 series. Clients implemented via collective 

investment trusts incur product-level fees, including trustee and administrative 

fees, which will affect performance. 

Sources: SEI, ICE BofAML, FactSet, Benefit Street Partners  

Performance data quoted is past performance. Past performance is no 

guarantee of future results. The principal value and investment return of an 

investment will fluctuate so that shares, when redeemed, may be worth more or 

less than their original value. Current performance may be higher or lower. For 

performance data current to the most recent month end, please call your client 

service representative.  

Annualized Performance as of 12/312018 

(%) 
4Q YTD 1-year 2-year 3-year 

Since 

Inception 
(7/1/2015) 

SEI Energy Debt Fund (Net*)   -14.33% -8.35% -8.35% -1.48% 11.89% 1.72% 

Merrill Lynch US High Yield Constrained 

Index 
-4.67% -2.27% -2.27% 2.49% 7.27% 4.04% 

Merrill Lynch US High Yield Energy Index -9.77% -6.37% -6.37% 0.39% 11.74% 0.59% 

S&P 500 -13.52% -4.39% -4.39% 7.93% 9.26% 7.93% 

XOP (S&P Oil and Gas ETF) -38.57% -28.11% -28.11% -19.93% -3.45% -14.04% 

Monthly Net 

Return 

(% return) 

Energy Debt 

Fund 

ICE BofAML 

US High Yield 

Constrained 

Index 

ICE BofAML 

US High Yield 

Energy Index 

S&P 500 Index XOP 

January 2018 1.15% 0.64% 1.82% 5.73% -0.73% 

February 2018 -1.53% -0.93% -1.88% -3.69% -10.43% 

March 2018 -0.33% -0.62% -0.86% -2.54% 6.73% 

April 2018 2.08% 0.67% 1.26% 0.38% 11.81% 

May 2018 2.78% -0.01% 0.47% 2.41% 7.29% 

June 2018 2.00% 0.35% 0.63% 0.62% 2.10% 

July 2018 0.61% 1.12% 1.00% 3.72% -0.09% 

August 2018 0.06% 0.72% 0.49% 3.26% -1.58% 

September 2018 1.12% 0.58% 0.85% 0.57% 2.39% 

October 2018 -3.35% -1.64% -2.57% -6.84% -16.68% 

November 2018 -3.99% -0.91% -3.58% 2.04% -9.04% 

December 2018 -7.68% -2.19% -3.95% -9.03% -18.94% 

Fund Size Distinct Investors 

$418 million ~60 

• Energy-related corporate bonds and equities posted significant 

losses in the fourth quarter, with the ICE BofAML High Yield 

Energy Index declining almost 10% and the S&P Oil & Gas 

Exploration and Production ETF (XOP) losing almost 40%.  

• In comparison, the U.S. high-yield market (as measured by the 

ICE BofAML U.S. High Yield Constrained Index) and S&P 500 

Index were down 5% and 14%, respectively.  

• The Fund’s exposure to the Metals and Transportation 

industries was a positive, as was a large exposure to first lien 

debt. 

• A ~30% allocation to Energy equities and equity-like assets 

contributed. 
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Data as of 12/31/2018 

Energy Debt Fund 

Positioning and actions 

Positioning 

 
• The portfolio ended the quarter with approximately 55.8% secured debt, 18.7% senior unsecured debt and 25.4% equity-like instruments as a percent of 

market value.  

 

•  It was composed of 36.5% Exploration and Production companies, 16.7% Midstream Infrastructure, 11.3% Utilities, 10.9% Energy Services, 7.1% Coal and 

17.5% Related Industries.  

 

• Portfolio leverage increased in the fourth quarter to end the year at 1.18x. The current yield on the portfolio is 8.31%, up almost 40 basis points relative to 

last quarter. (leverage calculation excludes cash holdings reserved for unfunded revolvers) 

Actions 

• There were a number portfolio adjustments made amid the heightened market volatility. However, higher level positioning remains intact from last quarter. A 

barbell position remains in place with over half of the portfolio in secured debt and roughly 30% in equity-like investments. This positioning reflects the sub-

advisor’s view that these investments are more attractive than the unsecured bonds of energy companies found in the indexes.  

• The portfolio is 1.18x levered overall, which translates to approximately 0.67x leverage on secured debt investments. The current yield on the portfolio is 

8.31%.  

• In terms of capital structure positioning, positions were added in discounted secured debt in the Exploration and Production segment with double-digit yields 

and total return possibilities we believe in excess of 20%. Equity exposure in the midstream segment increased with the view that the  most attractive assets 

are at historically low levels.  

• The aforementioned purchases were funded with sales of some secured credits that were constrained by call prices and offered little total return potential 

away from coupons. E&P equities with greater exposure to natural gas, which far outperformed their oil related peers in this dislocation, also saw a reduced 

allocation. Lastly, the Fund reduced its exposure to offshore drilling, which as a sector normally perform in the later stages of a recovery. Given the dramatic 

fall in oil prices, we believe the market has quickly moved towards companies that benefit in earlier stages of a recovery as they offer better risk reward 

characteristics.  

• IMO 2020 regulations and its impacts remain a research focus. As a reminder, IMO 2020 is a global regulation that regulates the sulfur content contained in 

bunker fuels burned by commercial ships. These changes will directly affect companies in the refining, shipping, engineering, construction and product 

storage industries, as well as indirectly affecting a host of other industries. The Fund increased its allocation to companies that are expected to be 

substantial beneficiaries of these regulatory changes, and will likely continue to do so in the coming quarters.  
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Data as of 12/31/2018 

Energy sub-sector by rating 

  Characteristics Returns 

  Price Spread 
Yield to 

Worst 
1 month 3 month 

Year to 

Date 
1 Year 

  

Exploration and Production 85.87 740 9.96% -4.60% -10.27% -7.30% -7.30% 

BB 94.31 408 6.64% -2.60% -5.12% -3.09% -3.09% 

B 90.22 673 9.30% -4.03% -7.99% -5.38% -5.38% 

CCC and below 49.89 2570 28.22% -14.89% -29.70% -24.92% -24.92% 

  

Oil Field Equipment and Services 77.92 993 12.53% -6.02% -16.34% -10.47% -10.47% 

BB 83.18 733 9.87% -6.21% -13.56% -9.61% -9.61% 

B 82.36 849 11.09% -5.11% -13.38% -6.49% -6.49% 

CCC and below 68.37 1397 16.60% -7.88% -22.70% -17.15% -17.15% 

  

• Oil field equipment and services was the best-performing energy sub-sector on a year-to-date basis through September. 

However, those gains evaporated in 4Q and the sub-sector was the worst performer in 2018. It was also the worst performer 

during the 2015 and early 2016 downturn. 

• Lower-rated securities (B and CCC and below) had been outperforming BBs for most of the year, but 22%+ declines led to 

large losses for the year. 

• The Fund does not have a significant allocation to lower-rated service companies due to their weaker balance sheets and high 

degree of business cyclicality. 

 

Source: FactSet, Bank of America 

Subsectors and Ratings within the ICE BofAML U.S. 

High Yield Energy Index 

Past performance is no guarantee of future results. 
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Important information 
This presentation is provided by SEI Investments Management Corporation (SIMC), a registered investment adviser and wholly owned subsidiary 

of SEI Investments Company.  The material included herein is based on the views of SIMC.  Statements that are not factual in nature, including 

opinions, projections and estimates, assume certain economic conditions and industry developments and constitute only current opinions that are 

subject to change without notice.  Nothing herein is intended to be a forecast of future events, or a guarantee of future results.  This presentation 

should not be relied upon by the reader as research or investment advice (unless SIMC has otherwise separately entered into a written agreement 

for the provision of investment advice).   

There are risks involved with investing including loss of principal.  There is no assurance that the objectives of any strategy or fund will be achieved 

or will be successful.   No investment strategy, including diversification, can protect against market risk or loss.  Current and future portfolio 

holdings are subject to risk.  Past performance does not guarantee future results. 

For those SEI funds which employ a “manager of managers” structure, SIMC is responsible for overseeing the sub-advisers and recommending 

their hiring, termination, and replacement.  References to specific securities, if any, are provided solely to illustrate SIMC’s investment advisory 

services and do not constitute an offer or recommendation to buy, sell or hold such securities.  

Any presentation of gross mutual fund performance of underlying mutual fund investments or gross account level performance is only intended for 

one-on-one presentations with clients and may not be duplicated in any form by any means or redistributed without SIMC’s prior written consent. 

Through June 30, 2012, annual performance is calculated based on monthly return streams, geometrically linked. From June 30, 2012 onward, 

annual performance is based upon daily return streams, geometrically linked as of the specific month end. 

Performance results do not reflect the effect of certain account level advisory fees.  The inclusion of such fees would reduce account level 

performance, particularly when compounded over a period of years.  The following hypothetical illustration shows the compound effect fees have 

on investment return:  For an account charged 1% with a stated annual return 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 $259,374, and at 9%, to $236,736 before taxes.  For a complete description of all 

fees and expenses, please refer to SIMC’s Form ADV Part 2A, the investment management agreement between SIMC and each client, and 

quarterly client invoices.   

Certain economic and market information contained herein has been obtained from published sources prepared by other parties, which in certain 

cases have not been updated through the date hereof.  While such sources are believed to be reliable, neither SEI nor its affiliates assumes any 

responsibility for the accuracy or completeness of such information and such information has not been independently verified by SEI.  

Index returns are for illustrative purposes only and do not represent actual fund performance.   Index performance returns do not reflect any 

management fees, transaction costs, or expenses, which would reduce returns.  Indexes are unmanaged and one cannot invest directly in an 

index.  


