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A Healthier World, but a Sicker Bond Market 
By: James R. Solloway, CFA, Chief Market Strategist and Senior Portfolio Manager 
 
SEI recently released its first-quarter Economic Outlook. A summary of the conclusions is provided below:  

 The war against COVID-19 is not over, but vaccine rollouts show the path to victory. Vaccine distribution will enable 
countries to end their lockdowns and reopen their economies. Therefore, business activity is expected to surge 
during the second half of 2021, not just in the US and Europe but in other advanced nations too. Accordingly, 
investors appear to anticipate a return to a more normal world.  

 This outlook is reflected in the rapid rise in global bond yields—which has been the most important change in the 
financial environment so far this year. Fuelled by sharp gains in economic growth and concerns about surging 
government debt, the 10-year US Treasury bond climbed from 0.92% to 1.60% since the start of the year.  

 This jump in yields has caused outsized price drops in long-term fixed-income securities (bond yields and prices 
move inversely) which helped fuel a sharp equity-market rotation away from expensive growth stocks and into value-
oriented and cyclical sectors around the world.  

 Higher bond yields raise concerns about rising inflation and may cause bouts of indigestion in the stock market, but 
we do not think they will derail the bull market. Rather, we expect to see cyclical and value-oriented stocks continue 
to advance relative to growth and defensively oriented sectors of the market.  

 Time will tell whether the turn in favour of value will be more than just another ephemeral cyclical advance like those 
recorded at other points in the past decade. In our view, the economic backdrop also strongly supports cyclical and 
value-oriented equities in emerging markets, just as it does in developed markets 

 We believe the expansion in trade should continue over the course of 2021, perhaps reaching or exceeding the year-
on-year gains of 5% recorded in 2017. When global trade volumes are strong, developing-country stock markets 
tend to perform well against those of economically advanced countries. 

 

 Emerging economies look less susceptible to a 2013-style taper tantrum because their external trade positions are 
much healthier. Current account balances as a percentage of GDP are generally much smaller now than eight years 
ago. 
 

 We project that more commodity-price gains are on the way. Demand for metals and other commodities should get a 
boost from several sources including strong manufacturing and construction demand in the US and China; the 
recovery in Europe and Latin America as vaccines become more widely available; the global push for electric 
vehicles and other climate-projects; and the coming US infrastructure package. 

 

 At SEI, our base case is an optimistic one. As vaccines continue to roll out throughout the world in the months 
ahead, countries will be able to end their lockdowns and reopen their economies. Business activity should therefore 
charge ahead, not just in the US and Europe but in other advanced nations too. 

 

 Developing countries will likely take longer to reopen fully since their vaccination distribution will take time—yet their 
economies should improve on the upswing in developed-market consumer demand. 

 

A full-length paper is available if you wish to learn more about these timely topics. 
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Important Information 

This material is not directed to any persons where (by reason of that person's nationality, residence or otherwise) the 
publication or availability of this material is prohibited. Persons in respect of whom such prohibitions apply must not rely 
on this information in any respect whatsoever. Investment in the funds or products that are described herein are available 
only to intended recipients and this communication must not be relied upon or acted upon by anyone who is not an 
intended recipient. 
 
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. 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. 
 
SEI Investments (Europe) Limited (SIEL) acts as distributor of collective investment schemes which are authorised in 
Ireland pursuant to the UCITS regulations and which are collectively referred to as the “SEI Funds” in these materials. 
These umbrella funds are incorporated in Ireland as limited liability investment companies and are managed by SEI 
Investments Global Limited, an affiliate of the distributor. SEI Investments (Europe) Limited utilises the SEI Funds in its 
asset management programme to create asset allocation strategies for its clients. Any reference in this document to any 
SEI Funds should not be construed as a recommendation to buy or sell these securities or to engage in any related 
investment management services. Recipients of this information who intend to apply for shares in any SEI Fund are 
reminded that any such application must be made solely on the basis of the information contained in the Prospectus 
(which includes a schedule of fees and charges and maximum commission available). Commissions and incentives may 
be paid and if so, would be included in the overall costs.) A copy of the Prospectus can be obtained by contacting your 
Financial Advisor, SEI Relationship Manager or by using the contact details shown below. 
 
Data refers to past performance. Past performance is not a reliable indicator of future results. 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. Returns may increase or decrease as a result of currency fluctuations. Investors may get 
back less than the original amount invested. SEI Funds may use derivative instruments which may be used for hedging 
purposes and/or investment purposes. 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. 
 
In addition to the usual risks associated with investing, the following risks may apply: 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. 
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. Emerging 
markets involve heightened risks related to the same factors as well as increased volatility and lower trading volume. 
Narrowly focused investments, securities focusing on a single country, and investments in smaller companies typically 
exhibit higher volatility. 
 
The opinions and views in this commentary are of SIEL only and are subject to change. They should not be construed as 
investment advice. 
 
This information is issued by SEI Investments (Europe) Limited (SIEL) 1st Floor, Alphabeta, 14-18 Finsbury Square, 
London EC2A 1BR, United Kingdom. SIEL is authorised and regulated by the Financial Conduct Authority (FRN 191713). 
 
Issued in South Africa by SEI Investments (South Africa) (Pty) Ltd. FSP No. 13186 which is a financial services provider 
authorised and regulated by the Financial Sector Conduct Authority (FSCA). Registered office: 3 Melrose Boulevard, 1st 
Floor, Melrose Arch 2196, Johannesburg, South Africa. 
 
A number of sub-funds of the SEI Global Master Fund plc and the SEI Global Investment Fund plc (the “SEI UCITS 
Funds”) have been approved for distribution in South Africa under s.65 of the Collective Investment Schemes Control Act 
2002 as foreign collective investment schemes in securities. If you are unsure at any time as to whether or not a portfolio 
of SEI is approved by the Financial Sector Conduct Authority (“FSCA”) for distribution in South Africa, please consult the 
FSCA’s website (www.fsca.co.za). 
 
Collective Investment Schemes (CIS) are generally medium to long term investments and investors may not get back the 
amount invested. The value of participatory interests or the investment may go down as well as up. SEI does not provide 

http://www.fsca.co.za/
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any guarantee either with respect to the capital or the return of an SEI UCITS Fund. The SEI UCITS Funds are traded at 
ruling prices and can engage in borrowing and scrip lending. A schedule of fees and charges and maximum commissions 
is available upon request from SEI. The SEI UCITS Funds invest in foreign securities. Please note that such investments 
may be accompanied by additional risks such as: potential constraints on liquidity and the repatriation of funds; 
macroeconomic, political/emerging markets, foreign currency risks, tax and settlement risks; and limits on the availability 
of market information.  
 
For full details of all of the risks applicable to our funds, please refer to the fund’s Prospectus. Please contact your fund 
adviser (South Africa contact details provided above) for this information. 
 
This commentary is intended for information purposes only and the information in it does not constitute financial advice as 
contemplated in terms of the Financial Advisory and Intermediary Services Act. 
 
SEI sources data directly from FactSet, Lipper, and BlackRock unless otherwise stated.  


