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This FAQ is designed to help provide perspective on the current Russia/Ukraine crisis.  
 
Q. How have Russia’s escalating attacks within Ukraine reverberated beyond the two countries? 

A.  With the invasion of Ukraine, Russian stocks sold off sharply before being suspended from trading. 

Further afield, stocks with significant links to Russia—be it through stakes in Russian businesses, 
operations on the ground, or meaningful customer and revenue exposure—have been hit hard. 

Russia is a major producer of oil, gas, metals and other commodities. Sanctions, import bans and 
disruptions to supply have propelled prices to new highs, with punishing knock-on effects for businesses 
that are energy intensive or rely heavily on commodities in their production cycles, like chemical and 
steel makers. 

Prior to sanctions, Russia was the world’s 11th largest economy. Many western consumer brands have 
closed stores in Russia since the outbreak of war, and with revenues falling commensurately, this has 
hit the share prices of a wide range of global consumer stocks—from autos to beer, fast food, high-
street fashion and luxury goods. 

Financial stocks have also tumbled as payment companies (such as Visa and Mastercard) and banks cut 
ties to Russia, and concerns of loan defaults and reduced profitability have risen. 

Q. Outside of Russia, Belarus and Ukraine, where has the fallout been most severe? 

A. Although the impact has been spread across the globe, with closer links to Russia and greater reliance 
on oil and gas imports, European stocks have fallen most sharply1. Investors are worried not only about 
the immediate impact, but also the longer-term effect on the region’s economy. The threat of 
recession looms larger in Europe than elsewhere. 

Q.  How are active investment managers navigating equity markets during this crisis? 

A.  With far reaching secondary impacts across so many countries, industries and securities, is has been 
close to impossible for investors to escape the fallout completely, even when direct Russian exposure 
in most portfolios has been very limited. 

SEI’s approach to active equity management is deliberately well diversified and draws on the talents of 
specialist third-party investment managers targeting multiple sources of enduring investment returns 
(which we refer to as “alpha sources”)—namely value, momentum, quality and security selection (see 
glossary below for definitions). This has helped to ensure that our portfolios have not been overly 
exposed to any one geography, sector or investment theme. We hold to this approach regardless of 
market conditions because, as current events demonstrate, unpredictable geopolitical events can be 
severely damaging to even the most compelling investment ideas.  

Q.  What specific changes in the investment environment have you witnessed now that the Ukraine conflict 
is driving market conditions? 

                                                        
 1 "They Do Business in Russia, and Now They May Pay a Price." New York Times. February 28, 2022. 
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A.  Over the last two weeks, the extent to which portfolios have been exposed to financial market impacts 
from the “Russian crisis” has trumped more traditional factors, but it is possible to draw some 
conclusions from the relative performance of our alpha sources and underlying sub-advisors. 

At a general level, the underperformance of Russia-exposed stocks has been felt more acutely by our 
value allocations, particularly those with the greatest exposure to continental Europe. Value has 
underperformed within the region in recent weeks, pulled down primarily by the falls in European 
banks and autos that have been well represented in value portfolios. 

That’s not to say that value has struggled everywhere; outside of Europe, performance of our value 
holdings has been much more robust as higher weightings to energy have been beneficial in tandem 
with rising oil prices, and indirect Russian exposure has been lower. 

Again, in general terms, higher-quality, lower-risk stocks have been more resilient, as is often the case 
in times of crisis. Our quality-oriented sub-advisers have, on balance, performed more strongly. 
Likewise, our managed volatility strategies have also outperformed. However, payment companies and 
some of the more profitable consumer brands—which both score highly from a quality perspective—
have fared just as poorly as some of the value stocks as a result of their Russia exposure. 

The momentum factor has been mixed in recent weeks, and this has been reflected in the performance 
of our momentum-oriented sub-advisors. In recent times, momentum had largely favored those 
segments of the market that recovered strongly following the reopening of economies from COVID-19 
lockdowns; hence it had rotated into the financials, energy and cyclicals (sectors, industries or stocks 
are those whose performance is closely tied to the economic environment and business cycle) 
represented in value portfolios. Therefore, in Europe, momentum returns have been similar to that of 
value over the short term. Outside of Europe the picture has remained positive, with companies 
enjoying positive momentum and earnings upgrades. 

Q. How are SEI’s strategies adapting in this environment? 

A. Periods of crisis and instability are worrying for all investors, particularly as the turn of events in the 
short term can be difficult to predict. These are the types of environments in which active 
management can come to the fore—to better understand risks and exposures and to weed out the likely 
losers from the winners. 

We and our sub-advisors are reviewing all positions and reassessing the risks and potential rewards as 
much as possible. As of today, we have seen little portfolio turnover as the market has been quick to 
adjust prices. Changes now, with no greater clarity about the immediate outlook, would likely be 
short-sighted. One of the greatest mistakes an investor can commit is to panic and indiscriminately 
make changes out of fear of losing money. 

In times of stress, a clear philosophy and process—like our alpha source framework—can guide calm, 
rational, long-term decision making. Here’s how we’re thinking about the investment landscape today. 

Momentum: If the fallout from the Ukraine conflict marks a shift in the economic regime (perhaps 
from a reflationary environment to a period of economic stagflation) or the evolution of new market 
trends (due to energy shortages or other evolving issues), our momentum sub-advisers will 
systematically and unemotionally adapt to the new environment more quickly than other investors 
anchored to past beliefs. 

Value: If the macroeconomic backdrop or operating environment has materially changed the medium-
term earnings power or risk profile of individual companies, our value managers will realign portfolios 
into those stocks offering the best expected risk-return payoff. 

Quality: We expect the least change within our quality allocations—but even here, if the long-term 
competitive advantages of any given firm has been eroded as a result of the disruption caused by this 
crisis then we will see individual stock turnover.  
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Glossary 
 
Alpha source: Alpha source is a term used by SEI as part of our internal classification system to categorize and 
evaluate investment managers in order to build diversified fund portfolios. An alpha source is the investment 
approach taken by an active investment manager in an effort to generate excess returns. Another way to 
define an alpha source is that it is the inefficiency that an active investment manager seeks to exploit in order 
to add value. 
 
Momentum: A trend-following investment strategy that is based on acquiring assets with recent improvement 
in their price, earnings, or other relevant fundamentals 
 
Quality: A long-term buy and hold strategy that is based on acquiring assets with superior and stable 
profitability with high barriers of entry 

Reflation: Reflation refers to a fiscal or monetary policy designed to expand output, stimulate spending, and curb 
the effects of deflation, which occurs after a period of economic uncertainty or a recession.  

Security selection: An investment strategy that employs research and judgement to uncover individual 
opportunities that have been mispriced by other financial market participants. 

Stagflation: Stagflation refers to slow economic growth and high unemployment, or economic stagnation, which 
is also accompanied by rising prices and inflation. 

Value: A mean-reverting investment strategy that is based on acquiring assets at a discount to their fair 
valuation. 
 
 
 
Important information 
 
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. Positioning and holdings are subject 
to change. All information as of the date indicated.  There are risks involved with investing, including possible 
loss of principal. This information should not be relied upon by the reader as research or investment advice, 
(unless you have otherwise separately entered into a written agreement with SEI for the provision of 
investment advice) nor should it be construed as a recommendation to purchase or sell a security. The reader 
should consult with their financial professional for more information. 
 
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.   
 
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.  
 
There are risks involved with investing, including loss of principal. 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. Diversification may not protect against market risk.    
 
Bonds and bond funds will decrease 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. Treasury Inflation Protected Securities can provide investors a hedge against inflation, as 
the inflation adjustment feature helps preserve the purchasing power of the investment. Because of this 
inflation adjustment feature, inflation protected bonds typically have lower yields than conventional fixed rate 
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bonds. Commodity investments and derivatives may be more volatile and less liquid than direct investments in 
the underlying commodities themselves. Commodity-related equity returns can also be affected by the issuer’s 
financial structure or the performance of unrelated businesses. 
 
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. 
 
The information contained herein is for general and educational information purposes only and is not intended 
to constitute legal, tax, accounting, securities, research or investment advice regarding the strategies or any 
security in particular, nor an opinion regarding the appropriateness of any investment. This information should 
not be construed as a recommendation to purchase or sell a security, derivative or futures contract. You should 
not act or rely on the information contained herein without obtaining specific legal, tax, accounting and 
investment advice from an investment professional. 
 
Information in the U.S. is provided by SEI Investments Management Corporation (SIMC), a wholly owned 
subsidiary of SEI Investments Company (SEI). 
 
Information provided in Canada by SEI Investments Canada Company, the Manager of the SEI Funds in Canada. 
 
Information issued in the UK 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. Investments in SEI 
Funds are generally medium- to long-term investments.  
 
The offer or invitation to subscribe for or purchase shares of the Sub-Funds (the “Shares), which is the subject 
of this Information Memorandum, is an exempt offer made only: (i) to "institutional investors" pursuant to 
Section 304 of the Securities and Futures Act, Chapter 289 of Singapore (the “Act”), (ii) to "relevant persons" 
pursuant to Section 305(1) of the Act, (iii) to persons who meet the requirements of an offer made pursuant to 
Section 305(2) of the Act, or (iv) pursuant to, and in accordance with the conditions of, other applicable 
exemption provisions of the Act. 
 
SIEL has appointed SEI Investments (Asia) Limited (SEIAL) of Suite 904, The Hong Kong Club Building, 3 Jackson 
Road, Central, Hong Kong as the sub-distributor of the SEI UCITS funds. SEIAL is licensed for Type 4 and 9 
regulated activities under the Securities and Futures Commission ("SFC") 
 
This information is being made available in Hong Kong by SEIAL. The contents of this document have not been 
reviewed by any regulatory authority in Hong Kong. You are advised to exercise caution in relation to the offer. 
If you are in any doubt about any of the contents of this document, you should obtain independent professional 
advice. 
 
This information is made available in Latin America FOR PROFESSIONAL (non-retail) USE ONLY by SIEL.  
 
Any questions you may have in relation to its contents should solely be directed to your Distributor. If you do 
not know who your Distributor is, then you cannot rely on any part of this document in any respect whatsoever.  
 
SIEL is not licensed under Israel’s Regulation of Investment Advising, Investment Marketing and Portfolio 
Management Law, 5755-1995 (the “Advice Law”) and does not carry insurance pursuant to the Advice Law. No 
action has been or will be taken in Israel that would permit a public offering or distribution of the SEI Funds 
mentioned in this email to the public in Israel. This commentary and any of the SEI Funds mentioned herein 
have not been approved by the Israeli Securities Authority (the “ISA”). 
 
Issued in South Africa by SEI Investments (South Africa) (Pty) Limited 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. 
 
 


