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Capital Markets Review 
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Market performance overview 

• Risk assets turned in another positive quarter, 

capping off a very solid 2017. They were buoyed by 

a synchronized global expansion and, despite a 

widely anticipated December rate hike from the 

Federal Reserve, continued central bank dovishness 

overall.  

 

• U.S. and emerging market (EM) equities led the way 

in the fourth quarter. Strong technology sectors, pro-

business tax cuts in the U.S., and rising prices for 

EM commodity producers were tailwinds. 

 

• The U.S. dollar weakened for the full year and again 

at the end of the fourth quarter, supporting an 

ongoing leadership rotation from U.S. to international 

and emerging market equities, and from U.S. high 

yield to emerging market debt. 

 

• A flattening yield curve helped longer-duration 

bonds, while returns were subdued at shorter 

maturities. Low inflation proved to be an additional 

headwind for inflation-linked Treasurys. 

 

• A nascent rebound in commodity prices gained 

steam in the fourth quarter, thanks to demand 

pressures fostered by expanding global growth, as 

well as further rationalization of global oil supplies.  

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

Equity x U.S. = MSCI ACWI 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. 

Source: SEI. Past performance is no guarantee of future results. As of 12/31/17. 
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Multiple tailwinds providing support to risky assets 
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World GDP, Adjusted for Inflation • Growth in world gross domestic product (GDP) began to tick 

higher during the first half of 2017 and economic activity 

continued to accelerate during the second half of the year. 

• Purchasing manager surveys (PMIs) have continued to push 

higher in the U.S. and many other regions, reflecting broadly 

bullish corporate sentiment.  

• Accelerating growth, corporate optimism, and still-relatively-

dovish central bank policies should combine with a sharp cut 

in U.S. corporate tax rates to provide further tailwinds to 

risky assets. 

Sources: Bloomberg Barclays, Institute for Supply Management, Standard and Poor's, SEI. 
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PMI and Equity Markets 

S&P 500 Index (Total Return) vs. Bloomberg Barclays U.S. Aggregate (LHS)

ISM Purchasing Managers' Index (RHS)

Sources: International Monetary Fund, SEI. 

Sources: Standard & Poor’s, Bloomberg, SEI. Sector rates data as of 11/29/2017. 
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Solid fundamentals underpin strong market performance 
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S&P 500 Earnings Growth 
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Net Profit Margin: US Corporations 

Sources: Bureau of Economic Analysis, ECRI, Philosophical Economics, SEI. 

 

• Following a two-year earnings recession, earnings growth 

picked up strongly in 2017 and the outlook for corporate 

earnings remains optimistic. 

• Profit margins have held steady at unusually high levels 

throughout this long expansion, helped in no small part by 

subdued wage-growth pressures even as labor markets 

approach or surpass full employment estimates. 

• While we believe strong earnings growth and profit margins are 

likely to continue, a potential risk would be strong employment 

leading to higher inflation, ultimately leading to central banks 

tightening policy faster than currently expected. 
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Equilibrium Unemployment Rate (NAIRU) Current Unemployment Rate

Sources: OECD, SEI. 

 

Sources: Factset Earnings Insight as of 1/5/2018; grey bars represent forecasts.  
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US Yield Curve Flattens as Central Bank Sentiment Change 

Pushes Yields Higher 

During the 4th quarter of 2017: 
 

• 10-year and 30-year U.S. Treasury rates rose 8 basis points 

and fell 12 basis points, respectively, to end at 2.41% and 

2.74%. 
 

• The curve flattened as short rates rose due to Fed activity 

while long rates declined on muted inflation outlook and the 

attraction of higher yields relative to non-US government bond 

yields. 
 

• Treasuries currently have limited value in our view, and SEI 

favors spread sectors. 
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Plan Assets and Performance 
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Equity strategies 

ǂ2014 Performance is from  10/31/2014 - 12/31/2014. 

Data as of  12/31/2017, Source: SEI, FactSet. 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. 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.   

Strategies Q4 2017 
YTD 

2017 
2016 2015 2014 2013 2012 2011 

SIIT Large Cap Fund 6.67 21.33 7.24 1.50 11.57 35.54 17.34 0.98 

Russell 1000 Index 6.59 21.69 12.05 0.92 13.24 33.11 16.42 1.50 

SIIT Small Cap Fund 2.36 9.90 18.42 -3.07 4.04 41.89 14.37 -4.90 

Russell 2000 Index 3.34 14.65 21.31 -4.41 4.89 38.82 16.35 -4.18 

SIIT U.S. Managed Volatility Fund 5.88 15.56 14.02 1.57 17.77 30.03 13.39 10.78 

Russell 3000 Index 6.34 21.13 12.74 0.48 12.56 33.55 16.42 1.03 

SIIT World Equity Ex-US Fund 5.46 29.88 4.20 -5.62 -2.34 18.32 18.70 -12.75 

MSCI All Country World ex US Index 5.00 27.19 4.50 -5.66 -3.87 15.29 16.83 -13.71 

SIIT Emerging Markets Equityǂ  7.18 34.29 10.92 -11.22 -5.18 

MSCI EFM (Emerging + Frontier Markets) Index (Net) 

(USD) 
7.39 37.15 10.98 -14.90 -5.69 
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Fixed Income Strategies 

*Prior to 9/30/2012, benchmark is 100% JPM EMBI Global Diversified. ǂ 2014 Performance is from 7/31/2014-12/31/2014. 

Data as of  12/31/2017, Source: SEI, FactSet. 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. 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.  

Strategies 
Q4 

2017 

YTD 

2017 
2016 2015 2014 2013 2012 2011 

SIIT Core Fixed Income Fund 0.61 4.29 3.49 0.96 6.87 -1.10 7.23 8.12 

Bloomberg Barclays US Aggregate Bond Index (USD) 0.39 3.54 2.65 0.55 5.97 -2.02 4.21 7.84 

SIIT High Yield Bond Fund 0.90 8.35 17.59 -3.89 2.82 8.32 17.24 5.58 

BofA Merrill Lynch US High Yield Constrained Index (USD) 0.41 7.48 17.49 -4.61 2.51 7.41 15.55 4.37 

SIIT Opportunistic Income Fund 0.73 4.16 4.45 1.15 2.31 2.77 7.50 1.60 

BofA Merrill Lynch USD 3-Month LIBOR Constant Maturity Index 

(USD) 
0.28 1.11 0.66 0.23 0.23 0.24 0.51 0.27 

SIIT Emerging Markets Debt Fund 1.46 15.96 11.09 -7.63 0.16 -8.42 19.15 5.96 

50/50 JPM EMBI Global Div & JPM GBI EM Global Div* 1.01 12.74 10.16 -7.14 0.71 -7.10 17.18 7.35 

SIIT Limited Duration Bond Fund ǂ 0.06 1.40 1.85 0.87  0.16    

BofA Merrill Lynch 1-3 Year US Treasury Index (USD) -0.25 0.42 0.89 0.54 0.29   

SIIT Ultra Short Duration Fund 0.40 1.87 1.95 0.83 0.84 1.03 2.93 

Bloomberg Barclays Short US Treasury 9-12 Month Index (USD) 0.09 0.68 0.79 0.20 0.17 0.25 0.23 2.72 
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Important information: Health & Welfare asset valuation and 

portfolio returns 

Inception date 5/31/10  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 6/30/12,  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.   

Net Portfolio Returns since 6/30/12 reflect the deduction of SIMC’s investment management fee and the impact that fee had on the client’s portfolio 

performance. Prior to 6/30/12, 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. 
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Health & Welfare  

Portfolio summary – December 31, 2017 

Asset Class 

Actual 

Allocation  Market Value 

SEI Large Cap Fund 6.5%  $                   269,067  

SEI Small Cap Fund 2.1%  $                     89,348  

SEI U.S. Managed Volatility Fund 6.3%  $                   261,553  

SEI World Equity ex-US Fund 9.4%  $                   392,818  

SEI Emerging Markets Equity Fund 2.1%  $                     86,838  

SEI Core Fixed Income Fund 26.4%  $                 1,101,912  

SEI Limited Duration Bond Fund 14.6%  $                   609,639  

SEI Opportunistic Income Fund  19.7%  $                   820,201  

SEI Ultra Short Duration Bond Fund 4.9%  $                   204,011  

SEI High Yield Bond Fund 4.0%  $                   166,595  

SEI Emerging Markets Debt Fund 4.0%  $                   164,969  

Total  100.00%  $                 4,166,949  
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Health & Welfare  

Investment returns – December 31, 2017 

Fiscal Year: 3/31 
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Important information: Apprentice & Training asset valuation 

and portfolio returns 

Inception date 5/31/10  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 6/30/12,  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.   

Net Portfolio Returns since 6/30/12 reflect the deduction of SIMC’s investment management fee and the impact that fee had on the client’s portfolio 

performance. Prior to 6/30/12, 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. 
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Apprentice & Training  

Portfolio summary – December 31, 2017 

Asset Class 

Actual 

Allocation  Market Value 

SEI Large Cap Fund 6.5%  $                     57,722  

SEI Small Cap Fund 2.1%  $                     19,165  

SEI U.S. Managed Volatility Fund 6.3%  $                     56,113  

SEI World Equity ex-US Fund 9.4%  $                     84,263  

SEI Emerging Markets Equity Fund 2.1%  $                     18,629  

SEI Core Fixed Income Fund 26.4%  $                   236,418  

SEI Limited Duration Bond Fund 14.6%  $                   130,797  

SEI Opportunistic Income Fund  19.7%  $                   175,970  

SEI Ultra Short Duration Bond Fund 4.9%  $                     43,769  

SEI High Yield Bond Fund 4.0%  $                     35,739  

SEI Emerging Markets Debt Fund 4.0%  $                     35,393  

Total  100.00%  $                   893,979  
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Fiscal Year: 3/31 

Apprentice & Training  

Investment returns – December 31, 2017 
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Appendix 
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Manager changes cont. 
Funds Manager Addition and Rationale Manager Termination and Rationale 

SIIT Small 

Cap 

Boston Partners Global Investors (December 2017)  

SEI has made the decision to remove Boston Partners Global Investors, Inc. (Boston 

Partners, also known as Robeco WPG) from the SIIT Small Cap Fund. Over the last few 

years, SEI observed areas of weakness within the firm’s investment process as 

compared to what they believe are best practices for value-oriented investment 

managers.  SEI has higher conviction in the Funds’ other deep-value managers. The 

portion of the Funds managed by Boston Partners will be reallocated to the other 

managers in the Funds. 

 

AQR Capital Management (December 2017) 

SEI has made the decision to remove the AQR Capital Management (AQR) Core 

strategy from the SIIT Small Cap and SIIT Small Cap II Funds (the Funds). The AQR 

Core strategy was removed from the Funds as part of a portfolio restructuring. The 

portion of the Funds’ assets in AQR’s Core strategy has been transferred to the AQR 

Stability strategy. The Stability strategy is the same model with a high amount of overlap 

in terms of investment process, with a more-conservative positioning.  
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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. 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. 
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