
 

© SEI 2020  Professional Client use only. Not for distribution to retail clients. 
 

 
 
Equity markets have been falling amid growing uncertainties about the novel coronavirus (COVID-19) 
outbreak (which the World Health Organization just declared a pandemic) and concerns about the 
surprise oil-price war between Russia and Saudi Arabia. Given the significant impact these events 
have had on the market environment, our investment team has provided answers to the following 
frequently asked questions: 
 
 
Q. Saudi Arabia’s move to slash oil prices has made headlines. Will this push the US 

economy into recession? 
 
A. We do not expect lower oil prices to cause a recession. Historically, when oil prices double, the 

US economy moves toward recession. When oil prices fall, stock prices take a hit—but 
consumers and businesses spend less money on oil and gas, which results in increased 
disposable income. This silver lining is balanced against the prospects of debt defaults by higher-
cost US oil producers, which could lead to potential job losses in the shale oil fields. Overall, the 
impact of lower oil prices on the US economy is a bit of a mixed bag given how important 
domestic oil production has become in the last decade. Shale producers have faced a difficult 
environment for several years now. This will make that worse, but the broader savings to 
businesses and households could offset the damage. It’s probably a net-positive at the margin. 

 
Q. Will the virus push the global economy into recession? 
 
A. We expect to see a handful of technical recessions around the world (defined as two quarters in a 

row of economic contraction, measured by gross domestic product) as global economic growth 
continues to slow. However, it ultimately depends on how long the pandemic lasts—and how well 
the healthcare system of each impacted country copes with the spread. 

 
The virus itself is an unusual catalyst for recession. Its rapid spread will certainly have an impact 
on the global economy. We anticipate weak economic data going into the second quarter that will 
likely extend into the following three-month period. But markets should begin to improve if and 
when the impacts of the virus and related containment measures start to fade.  
 

Q.  Is SEI making significant changes to its strategic allocation in response to COVID-19 or the 
oil-price shock? 

 
A.  We are not making significant changes to our portfolio allocations.  
 
Q. Are the managers that work with SEI trading on COVID-19 news? 
 
A. Trading by our sub-advisors has been modest. The recent volatility has only served to accelerate 

already-initiated changes. For example, exposure to China was being reduced prior to the 
COVID-19 outbreak due to the country’s already-slowing economic growth. Other changes have 
been taking place at the margins, mostly trimming exposures in affected sectors (travel, luxury 
goods).  
 
Some funds were already positioned defensively (for example, those primarily allocated to 
investment-grade fixed-income securities). 
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Q.  What changes should investors make to their portfolios in response to the market 

downturn? 
 
A.  Our overarching belief is that it’s generally best to stay the course. Events like this are built into 

long-term expectations. In our view, it is unwise to modify strategic portfolios unless the 
adjustment is in response to a change in personal financial goals or risk tolerances. We believe 
that abandoning an appropriate and diversified investment strategy is too risky and costly.  
 
Still, large moves in the market do affect investor behaviour. The urge to take action in the face of 
losses can be strong. We think that investors who want to “do something” are best served by 
reviewing their goals and risk tolerances. If those have not changed, market volatility is not a good 
reason to make portfolio changes.  
 

Q.  What is your view on equity market volatility? 
 
A. We expect to see sharp volatility in both directions in the weeks ahead, given the surprise oil-price 

conflict and uncertainties about COVID-19 as companies try to determine its impact. 
 

Our understanding is that COVID-19 will get worse before it gets better, and this is reflected in 

recent volatility: Financial markets have reacted to headlines about the virus with daily swings of 

2.5% or more.  

Q.  What is your view on rate cuts by central banks? 

A. We were surprised that the US Federal Reserve (Fed) made an emergency 50-basis-point cut 
just two weeks ahead of the upcoming March meeting (particularly since US equities recently had 
a significant jump). The market appears to be pricing in an additional rate cut after the next Fed 
meeting on 18 March.  

 
The Fed is able to allocate additional funding to help markets if the virus get worse, but it can’t do 
anything targeted. The bottom line on interest rates will be 0%; after that, the Fed will have 
nothing but unconventional methods to use. 
 
Elsewhere, the Bank of Canada made a 50 basis-point cut after its 2 March meeting, as did the 
Bank of England on 11 March. Australia and European Central Bank also cut rates. The 
reductions should provide long-term support in the face of weak inflation (which we expect).   

 
Q. What do you expect to see in terms of long-term damage to the global economy? 

 

A. We expect the coronavirus to have a real impact on the global economy. Companies are 
beginning to shut down travel and cancel conferences. This is already translating to fewer plane 
rides and less dining out in restaurants. Sporting events are being played in empty stadiums. 
Since the US came into this crisis with a higher economic growth rate, it may only have slowing 
growth—or perhaps just one quarter of decline. Unlike the housing bust, which had years of 
downturn before it dipped into a recession, we could see a quick turn to the upside as COVID-19 
fades. 
 

Q. What is your perspective on the macroeconomic environment? 
 
A. Before the onset of COVID-19, things were looking up. Continued growth in the US, stabilising 

growth in China, a trade agreement between the US, China and Mexico, and an improving 
situation in Europe were all positives for financial markets. We view the virus as a major short-
term disruption. We also expect the oil shock to be a short-to-medium-term event. 
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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 “SEI 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 SEI Funds are 

managed by SEI 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 SEI 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 SEI 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.  

The SEI Strategic Portfolios are a series of the SEI Funds and may invest in a combination of other SEI 

and Third-Party Funds as well as in additional manager pools based on asset classes. These manager 

pools are pools of assets from the respective Strategic Portfolio separately managed by Portfolio 

Managers which are monitored by SEI. One cannot directly invest in these manager pools. 

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 
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information can be obtained by contacting your Financial Adviser or using the contact details shown 

above. SEI sources data directly from FactSet, Lipper, and BlackRock, unless otherwise stated. 


