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We recently caught up with Eugene Barbaneagra, portfolio manager for SEI's global equity
portfolios, to ask about geopolitical issues we’ve seen over the last year, his outlook for the

New Year and how all of this impacts his portfolio positioning.

m There is currently a lot of uncertainty in global financial markets, with the
US-China trade war perhaps the leading cause of concern. What are your
views on the trade war?

m First, there are always uncertainties. Remember that 2018 began with tax cuts in the US and
abundant global growth, yet finished with one of the sharpest selloffs of the decade. Specific to the
US-China trade war, indications are that leadership on both sides have strong political incentives
to work out the dispute. While a resolution would provide US President Trump with some political
goodwill after his recent impeachment, an agreement would also strengthen Chinese President Xi
Jinping’s political positioning at home. A lot of today’s uncertainties will likely create opportunities
for the coming year—which we see as working out favourably for equity markets over the long run.

What are your thoughts about Brexit?

While we have more clarity about the fate of Brexit now that Prime Minister Boris Johnson and his
Conservative Party won a sweeping victory, global equity markets have seen increased volatility

since the 12 December election—initially rallying strongly, but almost immediately thereafter selling

off when Johnson said he is committed to a 31 December 2020 trade-deal deadline with the EU.

The lack of an agreement by then could increase the threat of tariffs and other barriers to UK-EU trade.

But the long-term trading relationship is more likely to be worked out faster than the political/
emotional divorce deal. Any outcome that would remove the uncertainty of a disorderly Brexit
would be a net positive for Europe. The Continent is currently expected to partake in almost none,
if any, of the global growth we see elsewhere, so any positive movement is likely to create a
favourable repricing of equities.
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m What are your views on the interest-rate environment?

Forecasting interest rates is as hard as forecasting equity markets. In the short term, there are
questions about whether and with what speed rates will go up or down. Recently, the US Federal
Reserve (Fed) took a more dovish stance, which should be favourable for equities in the coming year.
More importantly, over the past year, we have seen substantial reflationary traits—stronger fiscal
stimulus around the world, and a monetising of budget deficits from global central banks (particularly
the US Fed)—which should also benefit equities in the long term, especially lower-priced securities.

m How have geopolitical and interest-rate trends of the past year impacted
your portfolio positioning?

m SEI's views about macroeconomic and geopolitical uncertainties like the US-China trade war or
Brexit have no bearing on any level of our active-management approach. When discussing portfolio
positioning for the global equity portfolios, there are several important things to consider:

First, we use a bottom-up approach.

Second, equity markets forecast the economy, not the other way around. The macro developments
of the past year are just a recognition of the environment. So, looking at the economy to determine
equity positioning is like putting the cart before the horse: It doesn’t work. We therefore aim to build
portfolios strategically, evaluating alpha sources (value, momentum and stability) to determine what
we expect will work in the long run—allocating actively and dynamically, depending on the market
(not the economic) environment. For example, today we prefer value over momentum because
spreads in value are more attractive than those of momentum.”

Finally, we are an active manager of managers. We build our allocation to alpha sources by
employing active managers around the world. For example, the value alpha source is implemented
by managers such as Maj Invest, or Poplar Forest Capital and Towle & Co. in the US; momentum is
implemented by managers such as Lazard Asset Management and INTECH Investment Management;
stability is implemented by LSV Asset Management.?

How is the Global Equities Building Block currently positioned given that it is

constructed using strategic views of alpha sources rather than tactical plays?

Over last 12 months, we reduced the allocation to momentum, which we found expensive, and
increased the active share of our value managers. Specifically, we replaced LSV (a lower active-
share value manager) with Poplar (a much higher active-share manager). Therefore, we are
expecting a much higher payoff once value rebounds.

The most important input in estimating the outlook for value (more than market liquidity, central
bank policy, and the overall sentiment of markets) is valuation dispersions. Why? Because the
greater the difference in valuation between the most expensive stocks and least expensive stocks,
the larger the valuation band stretches, and the closer it is to snapping.

Our value managers have historically delivered several times their alpha targets in environments
that follow high valuation dispersions and conversely lower returns after valuation dispersions have
been very tight—and, based on data going back to the 1950s, dispersion today is higher than it has
ever been.?

"Source: SEI, using data from FactSet as at 31/12/2019.

?As at 31/12/2019

¥ Source: SEI, using data from FactSet for short-term valuation dispersion and from Ken French’s website (http:/mba.tuck.dartmouth.edu/pages/faculty/ken.frenchfindex.html) for long-term dispersions.
Long-term dispersion is represented by P/E ratio and is updated to 31 December 2019.

All references to performance are in US dollar terms unless otherwise noted. For Professional Client Use Only—Not for Distribution to Retail Clients.



©2020 SEI

m What has been your strategic positioning generally, and what do you expect
in terms of positioning over the next one to three years?

We are always implementing positioning through active managers. Over the last decade,
particularly the last two or three years, active management has struggled substantially relative to
capitalisation-weighted benchmarks.? But this is cyclical and expected to recover once diversity

in the market increases and fundamental drivers come to the forefront of investor mind-sets. We
believe that a fundamentally-driven approach is more likely to outperform an emotionally-driven

approach over the long term.

“Source: LCG Associates, comparing the difference in five-year rolling returns between the S&P 500 Index and active US large-cap managers.

Important Information

The opinions and views in this commentary are of SEI only
and are subject to change. They should not be construed as
investment advice.

Investments in SEI Funds are generally medium- to long-
term investments. The value of an investment and any
income from it can go down as well as up. Investors may get
back less than the original amount invested. Returns may
increase or decrease as a result of currency fluctuations.
Past performance is not a reliable indicator of future

results. Additionally, this investment may not be suitable for
everyone. If you should have any doubt whether it is suitable
for you, you should obtain expert advice.

The SEI Global Assets Fund Plc, SEI Global Investments Fund
Plc, and SEI Global Master Fund Plc (the “SEl Funds”) are
structured as open-ended collective investment schemes
and are authorised in Ireland by the Central Bank as a
UCITS pursuant to the UCITS Regulations. The SEl Funds are
managed by SEl Investments, Global Ltd (“SIGL”). SIGL has
appointed SEI Investments (Europe) Ltd (“SIEL”), an affiliate of
SIGL, (together “SEI”) to provide general distribution services
in relation to the SEI Funds either directly or through the
appointment of other sub-distributors. The SEl Funds may
not be marketed to the general public except in jurisdictions
where the funds have been registered by the relevant
regulator. The matrix of the SEl fund registrations can be
found here seic.com/GlobalFundRegistrations.

No offer of any security is made hereby. Recipients of this
information who intend to apply for shares in any SEI Fund
are reminded that any such application may be made solely
on the basis of the information contained in the Prospectus.
This material represents an assessment of the market
environment at a specific point in time and is not intended
to be a forecast of future events, or a guarantee of future
results. This information should not be relied upon by the
reader as research or investment advice regarding the funds
or any stock in particular, nor should it be construed as a
recommendation to purchase or sell a security, including
futures contracts.

In addition to the normal risks associated with equity
investing, international investments may involve risk of
capital loss from unfavourable fluctuation in currency
values, from differences in generally accepted accounting
principles or from economic or political instability in other
nations. Bonds and bond funds are subject to interest rate
risk and will decline in value as interest rates rise. High yield
bonds involve greater risks of default or downgrade and are
more volatile than investment grade securities, due to the
speculative nature of their investments. Narrowly focused
investments and smaller companies typically exhibit higher
volatility. SEI Funds may use derivative instruments such as
futures, forwards, options, swaps, contracts for differences,
credit derivatives, caps, floors and currency forward
contracts. These instruments may be used for hedging
purposes and/or investment purposes.

While considerable care has been taken to ensure the
information contained within this document is accurate

and up-to-date, no warranty is given as to the accuracy or
completeness of any information and no liability is accepted
for any errors or omissions in such information or any action
taken on the basis of this information.

This information is issued by SEI Investments (Europe)
Limited, 1st Floor, Alphabeta, 14-18 Finsbury Square, London
EC2A 1BR which is authorised and regulated by the Financial
Conduct Authority. Please refer to our latest Full Prospectus
(which includes information in relation to the use of
derivatives and the risks associated with the use of derivative
instruments), Key Investor Information Documents and latest
Annual or Semi-Annual Reports for more information on our
funds. This information can be obtained by contacting your
Financial Adviser or using the contact details shown above.
SEl sources data directly from FactSet, Lipper, and BlackRock,
unless otherwise stated.
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