Valencia Foundation Board of Directors Meeting
East Campus, Building 5, Room 111/112
Thursday, April 13, 2017
Need directions? http://valenciacollege.edu/map/east-campus.cfm
11:35 a.m.: Lunch and networking
Noon: Meeting begins
1:30 p.m.: Meeting ends
In Preparation for the Meeting
Please note that we will begin at 12 noon sharp. We have a consent agenda. Please
review all documents you receive via email before the meeting. As a board member,
you have the authority to remove an item from the consent agenda during the
meeting.
I.

Welcome

Sue Foreman

II.

Donor Stewardship

Sue Foreman

III.

Student Testimonial

Sue Foreman

IV.

Consent Agenda
Sue Foreman
a.
Minutes – action item
b.
2017-2018 operating budget – action item
c.
Balance sheet as of Feb. 28, 2017 – information item
d.
Operating budget through Feb. 28, 2017 – information item
e.
Key indicators through Feb. 28, 2017 – information item
f.
Investment performance report for 4th Quarter 2016 – information item
g.
Modification of select endowed chair requirements – information item

V.
VI.

Board Orientation Module
Retreat Follow Up
Centers for Accelerated Training
College is Possible/Got College/Ambassadors
Dreamer’s Scholarship
Bridges to Success
Take Stock in Children

Jonni Kimberly
Geraldine Gallagher
Amy Kleeman
Brad Pierce and Pat Buffa
Paul Perkins and Sue Foreman
Lisa Macon and Brian Weber
Carol Davis and Jonni Kimberly
Reggie Riley
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VII.

Finance Report

Steve Davis

VIII.

Taste Update

Reggie Riley
Jonni Kimberly

IX.

Adjournment

Sue Foreman

UPCOMING FOUNDATION BOARD DATES
Friday, April 14, 8 to 10 p.m.

Rogue Scholars Rock ‘n‘ Roll Charity Concert
Osceola Campus, Building 1
Auditorium

Friday, May 5, 6:30 p.m.

Fire Frogs Baseball Game
Heritage Park, Osceola County

Sunday, May 7, 10 am. and 2 p.m. ceremonies

Valencia Commencement
UCF Orlando Campus
CFE Arena

Wednesday, May 10, 8:30 a.m. networking/breakfast
9 a.m. meeting
Saturday, May 11, 9 to 10 a.m. breakfast
10:30 to 11:45 a.m. groundbreaking

Saturday, May 20, 7 to 10 p.m.

Finance Committee Meeting
Citrus Club
UCF/Valencia Downtown
Groundbreaking Event
UCF Center for Emerging Media

Taste for Learning
Celebrating Valencia’s 50th Anniversary
Rosen Shingle Creek Resort

Thursday, May 25, 11:35 a.m. networking/lunch
12 to 1:30 p.m. meeting
Thursday, June 8, 6 to 8 p.m.

Full Board Meeting
West Campus, Special Events Center
Building 8
Valencia Pulse Memorial LGBT Scholarship Donor
Reception
West Campus, Special Events Center

April 2017 Board Meeting + page 2

Building 8

COLLEGE EVENT DATES
East Campus
Thursday, April 13, 7:30 p.m.

House Band Concert
Performing Arts Center

Friday, April 14 and Saturday, April 15, 7:30 p.m.
Sunday, April 16, 2 p.m.

Creation–Births of Mythology
Black Box Theater

Saturday, April 14 to Friday, May 19
Annual Juried Student Digital, Graphic,
Opening Reception, Friday, April 14, 6:30 to 8:30 p.m.
and Fine Art Exhibition
Award Ceremony, 7:30 p.m.
Anita S. Wooten Gallery
Friday, April 21 and Saturday, April 22, 7:30 p.m. (Free)

Student-Directed One
Act Festival
Lowndes Shakespeare Center
Loch Haven Park, Orlando

Friday, April 21 and Saturday, April 22, 7:30 p.m.

Spring Opera Theater Workshop
Black Box Theater

Thursday, June 8 to Thursday, Aug. 3
Opening Reception, Thursday, June 8, 6 to 8 p.m.

Janet Onofrey: Paintings
Anita S. Wooten Gallery

Friday, June 9, Saturday, June 10, Monday, June 12,
Friday, June 16, Saturday, June 17, 7:30 p.m.
Sunday, June 11 and Sunday, June 18, 2 p.m.

Next to Normal
Music: Tom Kitt
Book/Lyrics: Brian Yorkley
Black Box Theater

Friday, July 14 and Saturday, July 15, 8 p.m. Valencia Dance Summer Repertory Concert
Performing Arts Center
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Valencia College Foundation Inc.
Board of Directors Meeting
Foundation Office, 5th floor conference room
December 1, 2016

In Attendance
Board Members Present:
Patrick Buffa, Brian Butler, Alan Byrd, Steve Davis Sue Foreman, Linda Landman Gonzalez,
Darren Hinshaw, William Kercher, Jonni Kimberly, Richard McCree, Deb Mears,
Joshua Murdock, Rosemary O’Shea, Paul Perkins, Bradley Pierce, Reginald Riley,
George Rodon, Charles Rogers, Barbara Roper, Cheryl Schoolfield, Sandy Shugart,
Toufic Simaan, Larry Walker, Brian Weber,

Board Members Absent:
Jess Bailes, David Berelsman, Scott Boyd, Carlos Carbonell, Debbie Clements, Dave Collier,
Joanna Conley, Gina Cordero, Carol Davis, Carolyn Fennell, Tony Iorio, Michael Lingerfelt,
Daisy Lopez-Cid, Lisa Macon, Damien Madsen, Raymer Maguire, Julio Martinez,
Jennifer Mezquita, Edward Moore, Kevin Myers, Brock Nicholas, Diane O’Dell, Sherry Reeves,
Jo Thacker, Wade Vose, Kathleen Walters, Chris Whitney, Rebecca York
Foundation Staff Present
Geraldine Gallagher, Susan Ambridge, Elvin Cruz, Pamela Dorn, Michele Matis, John Mosser,
Helen Nguyen, Blythe Pritchett, Carmidaris Rivera-Vega, Barbara Shell
Guests Present:
Italia Rico-Hurtado – student speaker
Welcome
Sue Foreman welcomed the board members to the December 1 full board meeting.
Student Testimonial
Sue introduced Italia Rico-Hurtado who is a sophomore student at Valencia College. This May
she will graduate with an Associate in Arts degree.
Through the DirectConnect Program she will transfer to the University of Central Florida to
complete a Health Sciences Bachelor’s degree on her way to a graduate degree in dentistry. She
is also a model for one of the pieces that is being used for the campaign.
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Italia thanked the board members for the opportunity to speak today. She mentioned that she was
born in Columbia during the violence of the 1990’s. She lost many family members and her
family decided to move to the U.S., specifically Georgia. She started the immigration process but
due to 9/11 the sponsor declined and they lost thousands of dollars. Her family became victims
of a broken system. However, she did attend school in the United States. When she was in high
school she felt the pressure of being an undocumented immigrant. She could not get a license
and she also had difficulty taking the SATs because she did not have a social security number.
High school counselors told her college was not an option for people like her. It caused a lot of
stress for her and a lack of motivation. She did graduate from high school in 2008. When she
turned 18 years old she became an “official” illegal immigrate. Two months later her parents
separated because there was so much conflict at home.
Two years later she moved to Orlando and started over again. She worked as a model and was
paid “under the table,” however, she was paying taxes using her tax ID. Thanks to the childhood
arrivals program she received a driver’s license, work permit etc. Then she applied for a stable
job and started to save for college. In 2014 she became a Valencia college student. She said that
the last two and half years have been extremely rewarding.
This summer Italia will be working on an HIA project based on homelessness. She is excited to
be part of this project because she wants to help low income individuals.
She is grateful for her scholarships and noted that without these opportunities she would not be
able to attend college. She will be graduating in the spring and will be transferring to UCF and
then plans to attend dental school.
She expressed her gratitude for everything that Valencia has done for her and all students.
Emeritus Director
Sue mentioned that Linda Landman Gonzalez is attending the meeting today. Linda was a past
foundation board president and is now an emeritus director.
Dr. Shugart thanked Linda for her commitment to the foundation and the college. He presented
Linda with a gift.
Linda thanked everyone and mentioned that 30 years ago she was a banker at Barnett Bank and
was involved with the American Bankers Association and attended classes at Valencia. She
realized how important Valencia was through the people she met and she became more involved
with Valencia through the years.
She shared that seeing the expansion of Valencia, the caliber of the professors and the leadership
of Dr. Shugart and everyone involved with Valencia is inspiring.
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Consent Agenda
Sue asked if any board member wished to remove an item from the consent agenda for
discussion. There was no request to do so.
A motion to approve the consent agenda was made, with first approval by Steve Davis and
second by Brian Butler. Approval was unanimous.
 Minutes – action item
 October 2016 balance sheet – information item
 October 2016 key performance indicators – information item
 October 2016 operating budget – information item
 Sept. 2016 investment review – information item
Sharing the Valencia Story
Sue mentioned that Brian Butler, Reggie Riley, Paul Perkins and Carolyn Fennel hosted an event
at the Country Club of Orlando. Each shared their elevator speeches with the board along with a
recap of the event.
Sue mentioned that Larry and Jan Walker also hosted a reception.
Larry said he and Jan were able to introduce about 100 people to Dr. Shugart and the new dean at
Winter Park Campus, Terri Daniels. Their event was at their home on Nov. 9 and he said it was a
successful evening.
Toufic Simaan said his event was at his home on Nov. 3. He has been impressed with Valencia
over the last year and wanted to share the Valencia story. He mentioned that Dr. Shugart and
Geraldine spent a lot of one-on-one time with the guests and they were impressed with Valencia.
Deb Mears shared that she hosted the foundation board social at her home on Nov. 17. She
invited a few individuals who she thought should hear the Valencia story.
Annual Giving
John Mosser shared information about the new giving opportunities that have recently been
developed.
He said people want to know how they can support the student experience so the foundation
developed the annual giving program. Whether the donor has $5 or $5,000 to give there is a way
they can become a donor to the college.
The Valencia Fund is the primary annual giving vehicle. He shared that there are numerous ways
listed on the website that a donor can make a donation. It is a one stop shop for the person who
wants to support the Valencia experience. Every dollar donated is spent on student educational
opportunities.
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John shared that the fine visual and performing arts programs on East Campus had gaps in their
funding. Therefore, they were not able to provide everything they wanted for their student
performances and exhibits so The Fund for the Arts was created. This provides a sustainable
source of funding for these needs.
The Parents and Family Fund supports students that are 18 to 24 years of age.
The President’s Circle Leadership Giving Society program is a way to offer donors an
opportunity to give at higher levels of $1,000 or more. This program is designed to advance the
mission of the institution. There are five giving levels which start at $1,000 and increase to
$50,000 and above. The donor recognition year is July 1 to June 30. A brochure will be available
regarding this program in the near future.
John encouraged board members to share this information with their friends.
About the Foundation and the college
Joni Kimberly presented information regarding the foundation and college, which was based on a
portion of the new board member orientation.
Taste for Learning Save-the-Date Cards
Jonni reported that Taste for Learning is the foundation’s premier fundraising event which is
scheduled for May 20, 2017. The foundation is partnering with Orlando Health, again this year,
and they will be donating their share of the profits to Valencia in recognition of the college’s
50th anniversary. Reggie Riley will be the chair for this event for the second time. Jonni
encouraged board members to support this event and share the save-the date cards with friends
and colleagues.
Finance Report
Steve Davis noted that the money the foundation has invested with SEI for the third quarter was
up a ¼ point higher than the benchmark and year-to-date there was an increase of 9 ½ percent.
Steve reported that the total assets of the foundation grew about $5 million dollars this year and
is approximately $86 million. Half of those increases came from the investment pool and the
other half came from two large donations from Florida Hospital and Orlando Health. Each
donation is $1 million paid over a period of time.
The foundation has disbursed $1.3 million to students. This is approximately a 10 percent
increase over the same period last year.
The operating budget is below forecast, primarily due to a couple of unfilled positions at the
foundation which will be filled in the near future.
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The next finance committee meeting is Feb. 15 at the Citrus Club. The operating budget and
endowed spending policy will be reviewed at the meeting.
Retreat
Deb Mears mentioned that the annual foundation board retreat is schedule on Feb. 2 and Feb. 3
and will be held at Reunion Resort in Kissimmee.
There will be a field trip to Poinciana and Osceola campuses. She mentioned that a lot of
information will be shared and this will be a motivating 2-day event which she encouraged
everyone to attend.
Campaign Update
Dr. Shugart shared that he has spent the last couple of weeks on growing the campaign council
chairs. There are commitments from Deb and Paul Mears, the Bailes family (Jess and Betsy
Bailes), and Terry Praeger. He is asking these individuals to make a significant gift, be the face
of the campaign and introduce others who can make similar gifts to Valencia. Dr. Shugart has six
or eight additional prospects he plans to meet with by the end of the year.
He reported that the college was able to create a region-wide summit on the nursing crisis. The
outcome of a several month process was the realization that there is a need for 1,000 more nurses
a year which will double the production needed in the community. Valencia produces about 370
nursing graduates a year with associate’s degrees. Many nursing students upon graduation from
Valencia go on to attend UCF and other colleges. Dr. Shugart shared that Valencia will also be
adding a bachelor’s degree to meet this need.
Dr. Shugart reported the hospital’s cost due to this shortage, in overtime and contract nurses, is
approximately $40 million a year. He believes the hospitals will partner with Valencia in this
endeavor. The college will need at least 25 additional full time faculty to meet this need. Benefits
and salaries will cost about $1.6 million a year. He believes most of the cost will be absorbed by
the partnership.
CFE Credit Union recently approached Dr. Shugart as their CEO is about to retire in February.
He likes what Valencia is doing and wanted to invest in the college. Dr. Shugart mentioned there
is potential for a significant gift from them over time. They will currently invest in the teacher
shortage. A model was developed in Osceola County with the school district that will recruit
students who show an interest in becoming a teacher. These individuals will be accelerated on
Valencia scholarships, in a cohort program, attending classes Tuesday, Wednesday and Thursday
and Monday and Friday they will be eligible to do paid substitute work in the school district.
When they finish their degree they will be guaranteed a job is the Osceola school district. Dr.
Shugart shared that CFE Credit Union has committed to 25 scholarships.
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College Update
Dr. Shugart said the college has many students that are nervous right now. Their parents came to
America and they had difficulty getting through the process. Students are nervous because of the
comments made during the presidential campaign. He noted that a bill has been introduced in the
legislature that would reverse the law passed a couple of years ago stating if you are a DACA
student then you are eligible for in-state tuition. Out-of-state tuition is four times the rate of instate tuition. The college is going to stand with these students as this is an issue Dr. Shugart feels
strongly about.
Donor Stewardship
Deb Mears mentioned that everyone has a donor sheet with a phone number. She asked board
members to call the individual listed on this sheet and thank them for their donation. This can be
done in the meeting or later today if you prefer.
New Business
There was no new business mentioned.
Adjournment
A motion to adjourn was made at 1:30 p.m., with first approval by William Kercher and second
by Linda Landman Gonzalez. Approval was unanimous.
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Valencia College Foundation
Proposed Operating Budget
For the Fiscal Year April 1, 2017 - March 31, 2018
2016-17
2/28/17
Fiscal YTD Actual
Total FY Budget

Budget Notes

1
2
3

OPERATING REVENUE & SUPPORT
Rent - Osceola
Rent - Park Center
Salary Support from College
In-Kind Goods and Services from College
Interest and Dividends
Administrative Fee from Investment Pool (1.5%)
Operating Reserves
TOTAL OPERATING REVENUE & SUPPORT

2017-18
Proposed Budget

Change

$
$
$
$
$
$
$
$

1
418,423
344,311
285,848
56
777,089
1,825,728

$
$
$
$
$
$
$
$

1
456,461
375,611
307,979
50
972,000
2,112,102

$
$
$
$
$
$
$
$

1
456,461
375,611
458,204
50
1,055,005
218,600
2,563,932

Expenses - College
College and Community Relations
Total Expenses - College

$
$

197,523
197,523

$
$

305,300
305,300

$
$

300,300
300,300

$
$

(5,000)
(5,000)

Expenses - Foundation
Salaries and Employee Benefits
Professional Services
Supplies and Office Support
Professional Development
Development
Charitable Gift Annuity
Other
Total Expenses - Foundation

$
$
$
$
$
$
$
$

940,121
79,537
44,439
39,675
232,942
22,800
7,602
1,367,116

$
$
$
$
$
$
$
$

1,220,873
54,150
53,500
58,500
364,305
22,800
13,000
1,787,128

$
$
$
$
$
$
$
$

1,428,215
66,060
37,800
42,164
655,350
22,800
10,600
2,262,989

$
$
$
$
$

207,342
11,910
(15,700)
(16,336)
291,045

$
$

(2,400)
475,861

TOTAL OPERATING EXPENSES

$

1,564,639

$

2,092,428

$

2,563,289

$

470,861

$

261,089

$

19,674

$

643

$

150,225

$
$
$

83,005
218,600
451,830

OPERATING EXPENSES

4

5

Net Surplus/(Deficit)

Please see page 2 for budget notes

Note 1:

The college covers 50% of the foundation president's salary and benefits and 100% of the salaries and benefits for alumni engagement staff members.
Expenses covered are recorded as an in-kind service from the college.

Note 2:

Budget based on 1.5% of investment pool value of $70.3 million as of Dec. 31, 2016.

Note 3:

Operating reserves being used for one-time development expenses: replace or add donor boards for each campus, college 50th anniversary and campaign.

Note 4:

Budget for 13 full-time staff and 1 part-time staff. Assumption of 3.5% salary increase effective Jul. 1 for eligible employees budgeted in the event
the college approves an increase. The college will finalize their budget by Jun. 30.
FRS rates are set by the state of Florida.

Note 5:

Development expenses and activity increasing due to additional development staff, preparing for the campaign and the college's 50th anniversary.

Valencia Foundation
Balance Sheet
As of February 28, 2017

2/28/17
ASSETS
Cash & Cash Equivalents
Operating Checking Account
Program Support Checking Account
Total Cash & Cash Equivalents

3/31/16

2/29/16

$
$
$

95,092
790,434
885,526

$
$
$

142,419
550,568
692,987

$
$
$

266,386
592,843
859,229

Investments
Regions Morgan Keenan
Fidelity
TRS Investment Pool
SEI Investment Pool
Total Investments

$
$
$
$
$

355,812
240,653
72,173,960
72,770,425

$
$
$
$
$

352,085
230,663
439,454
64,761,458
65,783,661

$
$
$
$
$

351,371
225,095
439,454
61,999,152
63,015,072

Receivables
Accounts Receivable
Pledges Receivable - Net
Prepaid Life Insurance
Total Receivables

$
$
$
$

5,678
2,091,286
217
2,097,181

$
$
$
$

31,325
290,705
321
322,351

$
$
$
$

255
244,261
299
244,815

Other Assets
Life Insurance Policies - Cash Value
Taste for Learning Inventory
Prepaid Program Expenses
Prepaid C&CR Expenses
Prepaid Expenses
Florida Prepaid Tuition Scholarships
Florida Prepaid SRO
Total Other Assets

$
$
$
$
$
$
$
$

2,827
2,050
15,907
4,675
4,276,313
1,262,377
5,564,150

$

4,409

$
$
$
$
$
$

3,655
(1,086)
4,076,667
1,262,377
5,346,022

$
$
$
$
$
$
$
$

4,247
1,300
17,578
4,460,861
1,262,377
5,746,364

Land, Building & Equipment
Osceola Campus Land
Park Center - Net
Office Furniture & Equipment - Net
Total Land, Building & Equipment

$
$
$
$

2,603,062
6,308,710
23,723
8,935,495

$
$
$
$

2,603,062
6,308,710
8,799
8,920,571

$
$
$
$

2,603,062
6,462,071
10,924
9,076,057

TOTAL ASSETS

$

90,252,776

$

81,065,592

$

78,941,536

LIABILITIES & FUND BALANCE
Liabilities
Accounts Payable
Unearned Rent
Liability to Trust Beneficiary
Deferred Contributions
Clearing Account
Total Liabilities

$
$
$
$
$
$

749,465
152,154
92,002
12,050
1,005,670

$
$
$
$
$
$

445,020
114,115
92,002
19,903
671,039

$
$
$
$
$
$

718,807
152,154
59,185
4,200
934,345

$

89,247,106

$

80,394,553

$

78,007,191

$

90,252,776

$

81,065,592

$

78,941,536

Fund Balance
TOTAL LIABILITIES & FUND BALANCE

Valencia College Foundation
Operating Budget
For the Eleven Months Ending February 28, 2017

2016-17
YTD Budget

Budget Notes

Fiscal YTD
OPERATING REVENUE & SUPPORT
Rent - Osceola
Rent - Park Center
Salary Support
Donated Goods & Services
Interest and Dividends
1 Investment Pool Administration
TOTAL REVENUE & SUPPORT

2015-16
Fiscal YTD

Total FY Budget

$
$
$
$
$
$
$

1
418,423
344,311
285,848
56
777,089
1,825,727

$
$
$
$
$
$
$

1
418,423
344,310
282,314
46
729,000
1,774,094

$
$
$
$
$
$
$

1
456,461
375,611
307,979
50
972,000
2,112,102

$
$
$
$
$
$
$

1
418,423
344,311
267,740
9,600
735,468
1,775,543

Expenses - College
College & Community Relations
Total Expenses - College

$
$

197,523
197,523

$
$

279,858
279,858

$
$

305,300
305,300

$
$

204,685
204,685

Expenses - Foundation
Salaries & Employee Benefits
Professional Services
Supplies & Office Support
Professional Development
Development
Charitable Gift Annuity
Other

$
$
$
$
$
$
$

940,121
79,537
44,439
39,675
232,942
22,800
7,602

$
$
$
$
$
$
$

1,126,530
52,112
49,542
53,625
333,946
22,800
11,917

$
$
$
$
$
$
$

1,220,873
54,150
53,500
58,500
364,305
22,800
13,000

$
$
$
$
$
$
$

800,269
88,056
64,599
28,024
271,838
22,800
16,740

$

1,367,116

$

1,650,472

$

1,787,128

$

1,292,326

$

1,564,639

$

1,930,330

$

2,092,428

$

1,497,011

$

261,088

$

19,674

OPERATING EXPENSES

2

3
4
5

Total Expenses - Foundation

TOTAL EXPENSES

Net Surplus/(Deficit)
See page 2 for notes.

Budget Notes
1 Investment pool administration is based on 1.5% of the investment pool value and is calculated quarterly. The annul budget
amount is based on the pool value of $64.8 million as of Dec 31, 2015. For the quarter ending Dec 31, 2016, the pool value
was $69.7 million.
2 College and Community Relations expenses are for college use. College determines how funds are allocated and used.
3 Salaries and Benefits under budget due to unfilled positions in the first quarter of the fiscal year. Two positions were filled
in the second quarter and four were filled in the beginning of the fourth quarter.
4 Professional Services over budget from utilizing temporary staffing services and placement services in finance after key
staff member left.
5 Supplies, Professional Development and Development expenses under budget due to unfilled positions and their
associated activity.

Valencia College Foundation
Key Performance Indicators
FY 2016-17

Contributions, Match &
Event Proceeds
Non Endowed
Endowed
Designated/Immediate Use
Match
Net Event Proceeds

Fund Disbursements
Scholarships
Chairs
Program Support and Other

Endowment
Balance

Current Fiscal
YTD
February 28, '17
$
2,897,258
$
165,765
$
114,393
$
206,655
$
5,935
$
3,390,006

Last Fiscal YTD
February 29, '16
$
756,932
$
218,236
$
173,332
$
119,552
$
299,107
$
1,567,159

Current Fiscal
YTD
February 28, '17
$
1,932,076
$
21,906
$
279,997
$
2,233,979

Last Fiscal YTD
February 29, '16
$
1,810,330
$
97,899
$
130,254
$
2,038,482

Mar 31 '17

Dec 31 '16
Sep 30 '16
Jun 30 '16
Mar 31 '16
$ 66,340,961 $
65,860,211 $ 63,661,557 $ 62,212,893

Increase/(Decrease)1
1

$

4,128,068

$

3,647,319

$

1,448,664

Change in balance since Mar 31 '16

Endowment Breakdown
Scholarships
Chairs
Program Support and Other

Investment Pool1
Balance

Dec 31, '16
$ 37,742,792
$
5,962,219
$ 22,635,950
$ 66,340,961

Mar 31 '17

Dec 31 '16
Sep 30 '16
Jun 30 '16
Mar 31 '16
$ 70,333,698 $
69,469,564 $ 67,420,551 $ 65,783,661

Increase/(Decrease)2

$

4,550,037

1

Includes endowed funds invested in money market accounts

2

Change in balance since Mar 31 '16

Net Pool Earnings1
Interest/Dividends
Realized Gains
Unrealized Gains
Management Fees
Pool Admin Fees
Net Earnings
1

For the month
February 28, '17
$
86,542
$
3,338
$
14,788
$
61,408
$
(518)
$
165,559

Fiscal YTD
Mar 31 '17

$

Balances reflect fiscal year to date activity

-

Dec 31 '16
$ 2,055,165
$
25,087
$ 3,465,308
$ (174,869)
$ (777,089)
$ 4,593,603

$

3,685,904

Sep 30 '16
$
423,337
$
23,408
$
4,173,947
$
(112,111)
$
(513,338)
$
3,995,243

$

1,636,890

Jun 30 '16
$
216,592
$
519
$ 1,642,285
$
(52,907)
$
(252,827)
$ 1,553,662

For the month
February 29, '16
$
33,325
$
5,586
$
9,326
$
59,776
$
$
108,013

Quarterly Investment Review
Fourth Quarter 2016
Glenn Harris, 610-676-1588, gsharris@seic.com

February 15, 2017
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SEI’s latest research and perspectives: December 2016
Featured
2016 Nonprofit Poll
Part 3: Fundraising
Part 4: Spending Policy
Watch our webinar replay as the
papers are discussed in greater detail

Research / Papers

Events

SEI in the News

2016 Nonprofit Poll– 4 part series

Council on Foundations 2016 Endowments &
Finance Summit – New York, NY,
September 28-30, 2016 MJ Bobyock, CFA,

Outsourced CIO Adoption Expected to
Grow Amongst Nonprofits, The Nonprofit
News, September 29 MJ Bobyock quoted

More than 250 nonprofit executives surveyed on a
range of questions about issues that nonprofit
organizations face today
Part 1: Committee Structure & Challenges
Part 2: Investments
Part 3: Fundraising
Part 4: Spending Policies

Webinars Replays
SEI’s MJ Bobyock, CFA, Nonprofit Advisory Expert

presented at a session about investment outsourcing

Council of New Jersey Grantmakers –
Somerset, NJ, October 19, 2016 SEI presented on
two panels: investment outsourcing and alternative
investments

NACUBO Endowment and Debt Management
Forum – New York, NY, February 1-3, 2017

Fundraising & Spending: Strategies around
spending policy and fundraising in the face of
market uncertainty and baby boomer retirement

SEI is exhibiting and MJ Bobyock, CFA, will be presenting

Allocation Strategies & Governance Challenges:
How today’s nonprofits are using asset allocation
strategies to help meet return objectives

6th Annual FRA OCIO and Investment
Outsourcing Summit – New York, NY,
March 2, 2017 SEI will exhibit and present

JFNA Investment Institute 2017 – Palm Beach,
FL, February 12-15, 2017 SEI will exhibit

Aging Donors, Staff Turnover Hurts
Fundraising, The Nonprofit News,
November 10 SEI quoted on Nonprofit
Survey Part 3

Q4 2016 Financials
$79.5 billion
Institutional AUM

$283 billion
Total worldwide AUM

*Financial numbers as of December 31, 2016.
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Save the date: June 12 – 14, 2017
2017 SEI Nonprofit Client Symposium
Join us at SEI Oaks headquarters for this education and due diligence event
featuring perspectives from industry experts and SEI clients:

• Case studies of how creative clients leverage our leading OCIO program to maximize impact
• Interactive peer discussions covering investment trends, governance and risk management
• Exclusive education and training on innovative asset allocation strategy and investment
product enhancements

What have past attendees said?
“Literally the best conference I've attended in all respects: networking,
accommodations / food, and educational value.”
“This symposium is a great tool for Board members
and Finance staff of all levels of knowledge and
experience.”

Look for your invitation
and full program agenda
February 2017!
Information provided by SEI Investments Management Corporation, a
wholly owned subsidiary of SEI Investments Company.
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Communications Calendar: First Quarter 2017
Q1 2017
Kickoff Video: Business Update and
Economic Outlook and Point of View
Paul Klauder, Global Head of Institutional Group
Jim Solloway, Managing Director of Portfolio Strategy Group
In this video, Paul and Jim provide an update on SEI’s
Institutional business solution enhancements and our
economic outlook for 2017.

Pension Accounting Paper and Addendum
Jon Waite, Defined Benefit Advisory Team
This paper provides and update on year-end accounting
numbers through December 31, 2016.
2016 Defined Contribution Survey:
Part 3: Governance

Quarterly Q&As with our Experts:
Get our experts’ perspective on recent market events
and industry trends. Topics might include:
• Why White Label Makes Sense
• Top Priorities for Higher Education Institutions
• What a Potential Repeal of ACA Means for Hospitals
and Healthcare Organizations
• De-Risking Strategies for Taft-Hartley Plans
Advisory Team

Joel Lieb, Defined Contribution Advisory Team
Based on input from 230 plan sponsors, this research dives
into the current governance structure of DC plans and the
significant oversight required for effective plan management.

Portfolio Management Team

2016 Nonprofit Webinar Replays:

Portfolio Strategy Group

Mary Jane Bobyock, Nonprofit Advisory Team
Fundraising & Spending: In this webinar, MJ discusses
organizations’ strategies around spending policy and
fundraising in the face of market uncertainty and baby
boomer retirement.
Allocation Strategies & Governance Challenges: This
webinar provides insight around how today’s nonprofits are
using asset allocation strategies to help meet return
objectives, and the role delegation plays in their approach
investment management.

Have a question for one of our experts?
Email your CPM or researchseries@seic.com and we
might turn it into our next Q&A!

Information provided by SEI Investments Management Corporation, a wholly
owned subsidiary of SEI Investments Company.
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Executive summary – 12/31/2016
Summary

•
•

Foundation assets of $69,776,367 as of 12/31/16.
Portfolio returned 1.2% (net) for the quarter relative to 1.1% for the SEI Blended Index and 1.1% for the 60% S&P 500 / 40% Bloomberg
Barclays U.S. Aggregate Bond Policy Index.

Portfolio commentary

•
•
•
•

Equities (led by U.S. small cap) outpaced fixed income (led by U.S. high yield) for the quarter, 1.5% versus -0.9%, respectively.
Election results led to material decline (-1.9% combined for the quarter) in non-U.S. developed equities and emerging markets.
Dynamic asset allocation short term positions added value for the period of 6.2%, driven by gains in long US dollar and short Euro.
Energy debt had a strong quarterly return of 9.6%, largely due to an increase in commodity prices (oil, natural gas) and high yield
energy spreads narrowing (less regulation, lower taxes, fiscal stimulus).

Portfolio actions

•
•

The final holdback amount from Prisma was received on 12/27/16 and invested in the main account.
There were no manager changes during the quarter.

Market outlook

•

We maintain our long held view that equities will generally do well versus fixed income, the U.S. has strong fundamentals relative
to the rest of the world and yields will increase over time as inflation makes a mild comeback.

•

Although relative equity valuations in the U.S. are high versus the rest of the world, there is confidence that earnings growth will be
strong due to tax and business reform, the effects of cash repatriations and a sharp turnaround in energy sector profitability. The
Trump administration will create volatility throughout time as they push controversial initiatives, and we will most likely view those
bouts of volatility as attractive buying opportunities for equities.

•

Interest rates will continue to rise, but we do not anticipate a fast rise as the dollar’s strength puts a lid on inflation. However, the
days of over-estimating the Fed’s tightening may be drawing to a close.
Please refer to the Portfolio Summary page for additional information on portfolio performance.
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2016 Year in Review
125

120
115

2.27
Fed eases fear rate hikes
Oil & gas price bottoms

121.31

2.60
2.40
2.20

10 Year T-Bond Yield

110

2.44

Market responds to Brexit
Then moves from fear to risk-on

Russell 2000

111.96

2.00
1.80

105
104.50
100

S&P500

Trump election surprise

1.40

MSCI AC World Index ex USA

95

1.60

1.20

90

1.00

S&P 500 - Total Return (LHS)

Russell 2000 - Total Return (LHS)

MSCI AC World Index ex USA - Net Return (LHS)

10 Year Tsy Yield (RHS)

Source: SEI Data as of 12/31/2016

• At the beginning of the year, equity markets and rates fell on fear of global recession and concerns about Fed tightening.
• Market bottomed on February 11 as Fed eased concerns about rate hikes and oil bottomed.
• The equity markets continued to focus on overpriced defensive, managed volatility stocks even during market recovery as investors
sought yield.
• Within 2 weeks of the Brexit scare, although rates stayed low, the market changed appetite from fear to risk-on.
• All risk assets rallied with value taking the lead in the equity market as defensive stocks retraced their run-up.
• Following the Trump Election surprise, defensive stocks continued to underperform as risk assets accelerated their run-up.
• In US large cap, technology companies suffered in the face of the expected Trump taxation and immigration policies.
• Small caps, financials and cyclicals ran up based on expectations of Trump’s anti-regulation position among others.
FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
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Global Markets Outlook
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Market and performance overview
• A surprising presidential election result provided
tailwinds to the U.S. dollar and to riskier assets,
especially U.S. equities.

Financial Markets Review (%)
U.S. Large Cap
U.S. Small Cap

• Sharply higher growth and inflation expectations
in the wake of the election hurt high-quality
bonds and other rate-sensitive assets.

Developed Int'l Equity x US
QTR (12/31)
Emerging Markets Equity

• The stronger dollar and uncertainty around
future U.S. trade policy acted as headwinds to
dollar-based investors’ holdings of international
and emerging market stocks and bonds.
• Commodities performed well during the quarter
and full year despite the strong move in the
dollar.
• For the full year, most asset classes provided
positive returns. Riskier assets did especially
well, thanks to a strong rebound from an intense
bout of China- and oil-related risk aversion early
in the year.

YTD (12/31)

U.S. Investment-Grade Bonds
Long Duration
High Yield Bonds
Emerging Markets Debt
Inflation-Linked
Commodities
-10% -5%

0%

5%

10% 15% 20% 25%

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 Index, 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 12/31/16.
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U.S. election “Trumps” financial markets
3.00

• Curve-flattening positions within fixed income detracted as
the yield curve steepened. Non-Treasury exposures,
especially bank loans, non-agency RMBS and ABS,
contributed.

2.50

5Y Avg of 10-Year Yield
5Y Avg of 10-Year Breakeven Rate

2.00

Election

1.75

1.25
1.00
2016-Jan

105
Ratio (scaled to 100)

• We continue to believe that IT will be the beneficiary of
increased capital investment going forward.

10-Year Breakeven Inflation Rate

1.50

• Unsurprisingly, as a result U.S. equities were again a
stand-out performer during the quarter. This does not
undermine the case for diversification!
• Overweights to technology (IT) detracted, as IT was a
notable exception to the strong performance of U.S.
equities. Concerns about tax and immigration policies
weighed on the sector (second chart).

2.75

2016-Apr

2016-Jul

US Tech sector

2016-Oct

Global ex-US Tech sector

Tech sector
outperforming
broad index
100
Tech sector
underperforming
broad index

Election

• U.S. interest rates and inflation expectations moved
sharply higher (first chart), albeit from low levels. U.S. risk
assets performed well, especially small-cap stocks, while
higher-quality fixed income and emerging markets
struggled.

10-Year U.S. Treasury Yield

2.25
Percent

• Potential policy shifts under a Trump administration and
Republican-controlled Congress – including tax cuts,
increased federal spending, deregulation, and trade
renegotiations – led to some notable repricings in financial
markets.

95

Sources: Federal Reserve of St. Louis, Bloomberg. Both charts through 12/30/2016.
Bottom chart shows relative cumulative performance of (1) the S&P 500 Information
Technology sector to the broad S&P 500 Index and (2) the MSCI ACWI ex-US
Information Technology sector to the broad MSCI ACWI ex-US Index.
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Risk rally gets a second wind
• There was a broad rally in riskier assets since early
2016, with corresponding underperformance of safety
and stability since midyear (first chart).

120

Bloomberg Barclays Global High Yield Index (USD)
Bloomberg Barclays Global Treasury Index (USD)

115
110

• U.S. stocks (especially small caps) and high yield bonds
enjoyed a second wind, driven by expectations of
business- and market-friendly measures from the
incoming administration and Congress.
• A higher-quality focus within small cap value exposures
detracted. Overweights to value equities across our
strategies benefitted relative performance.
• Risky assets outside the U.S. did not fare as well after
the election, given trade and diplomatic uncertainties.
Emerging market currencies, debt and equities were hit
especially hard (second chart). An overweight to Mexico
detracted, but this, and other, dislocations are creating
attractive opportunities for active management.
• The global underperformance of stability and safety
continued. Within some asset classes (U.S. large cap),
stability is starting to look more reasonably valued, while
in others (such as emerging market equity), stability
continues to look relatively expensive. Sizing of related
active positions is adjusting accordingly.

105
100
95
90

125
120

MSCI US Small Cap Index (Gross) (USD)
MSCI Emerging Markets Index (Gross) (USD)

115
110
105
100
95
90

Sources: MSCI, SEI.
Monthly returns from January 2016 through December 2016.
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Portfolio Asset Allocation & Performance
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Performance versus policy benchmarks
Total Returns
Q4
2016

Fiscal
YTD

1-Year
12/31/16

Since Inc.*
12/31/16

TOTAL PORTFOLIO (Net)

1.16%

8.21%

10.81%

7.80%

SEI Total Portfolio Index1
Total Policy Benchmark2
60% U.S. Stock / 40% U.S. Bond Index3

1.08%
-1.65%
1.10%

8.70%
2.38%
6.07%

11.00%
3.43%
8.31%

7.89%
1.02%
6.16%

*Since Inception 10/31/2015; Historical Total Index can be provided upon request.
1 As

of close of business on 2/29/2016, the SEI Total Portfolio Index composition is as follows:14% MSCI All Country World ex US Index, 9% Russell 1000 Index, 9% S&P 500 Index,
9% SEI US Managed Volatility Fund Index, 8% Barclays US Agg Bond Index, 7% Hist Blnd: SEI Dynamic Asset Alloc index, 6% MSCI Emerging + Frontier Mkts Index (Net), 5%
BofA ML US High Yield Energy 1Mth Lag, 5% Hist Blnd: SEI High Yield Bond Index, 5% SEI Global Managed Volatility Index, 5% BofA ML 1-3 Year Treasury Index, 4% BofA ML 3
Month Cons Maturity LIBOR Index, 4% Hist Blnd: SEI Real Return Index, 4% Hist Blnd: SEI Emerg Mkt Debt Index, 3% Russell Small Cap Completeness Index, 2% Russell 2000
Index, 1% BofA ML 3 Month US T-Bill Index +4%
2 Total
3 60%

Policy Benchmark: 50% MSCI ACWI Index, 35% Bloomberg Barclays US Aggregate Bond Index, 15% BofAML 3 Month T-Bill + 5%.
U.S. Stock / 40% U.S. Bond Index represents 60% S&P 500 / 40% Bloomberg Barclays U.S. Aggregate Bond Index.

The Portfolio Return numbers are calculated using Gross Fund Performance, using the Modified Dietz method of calculation, which considers the timing of cash flows during the
periods. 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. If applicable, alternative, property and private equity performance and valuations may be reported
on a monthly or quarterly lag. Alternative, Property and Private Assets performance is calculated gross of investment management fees and net of administrative expenses and
underlying fund expenses. However: Energy Debt Fund performance is calculated net of management fees and operating expenses and is based on the July 2015 series. Clients
implemented via collective investment trusts incur product-level fees, including trustee and administrative fees, which will affect performance.
Net Portfolio Returns since 1/1/2014 reflect the deduction of SIMC’s investment management fee and the impact that fee had on the client’s portfolio performance. Prior to 1/1/2014,
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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Valencia College Foundation, Inc.

Portfolio summary – December 31, 2016

Alternative, Property and Private Assets valuations and performance may be reported on a monthly or quarterly lag

.
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Valencia College Foundation, Inc.

Investment returns – December 31, 2016
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Valencia College Foundation, Inc.

Investment returns – December 31, 2016
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Performance relative to peers

Source: SEI, MSCI InvestorForce, 12/31/2016. If applicable, please see the portfolio performance page for specific information about the gross fund performance calculation. The MSCI
Universe is a custom universe created by Investor Force, Inc. Investor Force Data is provided “AS-IS” without warranty or liability. No further distribution or dissemination is
permitted. Investor Force does not make any representation regarding the advisability of any investment and does not sponsor, promote, issue, sell or otherwise recommend or endorse
any investment (including any financial products based on, tracking or otherwise utilizing any Investor Force data, models, analytics or other materials or information.

FOR INSTITUTIONAL INVESTOR Footer
USE ONLY. NOT FOR PUBLIC DISTRIBUTION.

16

2016 Manager changes
Funds

Manager Addition and Rationale

Manager Termination and Rationale

SIIT Small
Cap II

Arrowpoint Partners – Stability Growth Focus (September 2016)
Arrowpoint believes that investing in companies with sustainable and above-average
growth while avoiding significant downside participation is the most effective way to
compound alpha over time. The investment team looks for companies in the
expansionary phase of their life cycles that offer substantial growth potential and avoid
bottom-quintile performers over multi-year horizons in order to improve downside
protection without compromising upside participation.

AllianceBernstein (September 2016)
AllianceBernstein has been removed from the SIIT Small Cap II Fund. This change was
made as a result of personnel changes within AB’s investment team. SEI also prefers
sustainable growth at this point in the Fund’s life cycle. The assets that were managed
by AB will be allocated primarily to Arrowpoint Asset Management, which was recently
added to the fund. AB remains an investment manager in other SEI funds.

AQR Capital Management – Stability mandate (January 2016)
AQR employs quantitative tools to maintain a diversified portfolio that is overweight
cheap securities with positive momentum and underweight expensive securities with
negative momentum. They believe that applying this basic “value” and “momentum”
philosophy, while putting tremendous effort into minimizing transaction costs and
incorporating disciplined risk control, will lead to attractive long-term results.
SIIT World
Equity ExUS

Security Capital Research (January 2016)
Security Capital has been removed from the SIIT Small Cap II Fund. This change was
made for portfolio construction reasons. Assets formerly managed by Security Capital
within the Fund have been reallocated across existing managers.

BlackRock (April 2016)
BlackRock focuses on a small number of highly differentiated investment ideas,
running a high active share, practicing flexibility with respect to investment style and
categorizing stocks into three distinct groups, each with blear buy and sell disciplines.
They hold that portfolio construction must be tied to the risk/reward tradeoff and how it
changes based on investment styles throughout a cycle. BlackRock’s investment
process relies on bottom-up fundamental research.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
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2016 Manager changes cont.
Funds

Manager Addition and Rationale

Manager Termination and Rationale

SIIT High
Yield

Delaware Investment Fund Advisers (July 2016)
SEI has made the decision to remove Delaware Investment Fund Advisers from the SIIT
High Yield Bond Fund. This action is a result of a change in the investment philosophy
and process within Delaware’s high-yield portfolio management team. Delaware remains
an investment manager in other SEI funds. Assets formerly managed by Delaware have
been reallocated across existing managers.

SIIT World
Equity ExUS

BlackRock (April 2016)
BlackRock focuses on a small number of highly differentiated investment ideas,
running a high active share, practicing flexibility with respect to investment style and
categorizing stocks into three distinct groups, each with blear buy and sell disciplines.
They hold that portfolio construction must be tied to the risk/reward tradeoff and how it
changes based on investment styles throughout a cycle. BlackRock’s investment
process relies on bottom-up fundamental research.

SIIT Limited
Duration

MetWest (TCW) (April 2016)
MetWest is a value oriented investment manager focused on capital preservation and
maximizing total return over a long time horizon. The manager believes that a wealth of
opportunities exists for investors with a long-term value orientation, and seeks to
capitalize upon them primarily via sector allocation and security selection. MetWest’s
fixed-income investment process blends top-down and bottom-up portfolio
construction. The balance in this approach minimizes any one component of
performance and risk.

SIIT Core
Fixed
Income

JP Morgan Asset Management (March 2016)
JP Morgan has been removed from the SIIT Core Fixed Income Fund. These changes
were made in response to personnel changes to JP Morgan’s portfolio management
team. Assets formerly managed by JP Morgan have been reallocated across existing
managers.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
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Dynamic Asset Allocation
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SEI Dynamic Asset Allocation Fund: Exposures
EUR Still at Risk

Current Exposures
Active Currency Exposure (12/30/16)*

• Following this summer’s “Brexit” vote, cohesion in the European Union (EU)
Notional (%)

Long Indian Rupee

+9.72

Short Korean Won

-9.72

Active Currency Exposure (12/30/16)*

is under attack. The U.K. public’s willingness to depart could serve as a
catalyst for other countries to question their participation in the EU.
Extraordinary monetary policy measures are likely to continue or increase in
an attempt to stimulate growth. Economic conditions in the U.S. continue to
be favorable on a relative basis. This is likely to lead to continued monetary
policy divergence.

Notional (%)

Pockets of Strength Exist in the Emerging World
Long U.S. Dollar

+9.70

Short Euro

-9.70

Active Currency Exposure (12/30/16)*

Notional (%)

Long U.S. Dollar

+4.87

Short Saudi Arabian Riyal

-4.87

• India represents an opportunity to benefit from high growth rates, a reformminded administration, and still-solid foreign flows. India also benefits from
relatively little exposure to China, which may weigh heavily on certain
countries such as Korea. We have maintained exposure to this theme based
on the still heightened concerns regarding China's economy and Korea's
ties to it, In addition the interest rate differential between Indian and Korean
government bonds remains wide providing an attractive positive carry in
currency forward contracts.

Notional (%)

Japanese Equities are More Attractive than U.S. Equities on a Hedged
Basis

Long S&P 500 Calls

+0.01

• Despite a strong fourth quarter for Japanese equities they still remain cheap

Short S&P 500 Puts

-0.01

Active Option Exposure (12/30/16)*

Passive Beta Exposure (12/30/16)*
S&P 500 Full Replication (cash securities)

Notional (%)
100.00

relative to most other developed market equities. Japan is currently
engaging in a particularly aggressive version of quantitative easing and we
are likely to see continued aggressive monetary expansion in the year
ahead whereas U.S. monetary policy is more likely to tighten. Additionally,
technicals favor Japanese equities, as the Bank of Japan and the
Government Pension Investment Fund continue to be major equity buyers.

*Exposures subject to change as underlying exposures change.
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SEI Dynamic Asset Allocation: Performance Attribution
2.50%

2.44%

2016 - Q4

2.00%

YTD

1.50%

1.00%
0.75%
0.62%
0.42%

0.50%
0.22%
0.00%

0.00%

0.00%

0.00%

0.00%

0.32%

0.20%
0.00%

0.37%
0.29%

0.39%

0.36%0.36%
0.24%
0.13%

0.10%

0.01%

0.00%0.00%

0.00%
-0.50%
-1.00%

-0.02%

-0.04%

-0.13%

-0.14%
-0.44%

-0.78%

-1.50%
-2.00%
-2.50%

USLC/ Japanese USLC/ Euro Equity China Hedge FX
Equity (hedged)
(hedged)
Basket (Long
USD/Short
TWD,SGD,KRW)

VIX Calls

Breakeven
Inflation Swaps
(US CPI vs UK
RPI)

Long S&P
SPX Long
U.S. Breakeven EUR put/USD call Long USD/Short
500/Short 10-Year Calls/Short Puts Inflation Swap (US
options
EUR
UST (futures)
CPI)

Closed Trades

Long INR/Short
KRW

Long USD/Short
SAR

USLC/ Japanese
Equity (hedged)

Attribution
Residual

Total

Returns are estimated and do not fully account for intra-month
cash flows. All returns are in the base currency of the fund, U.S.
dollars. Performance is gross of fees, internally calculated by SEI.
Please see the end of this presentation for standardized
performance.
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Energy Debt
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Fund performance recap
Annualized Performance as of 12/31/2016 (%)

YTD

1-year

SEI Energy Debt Fund (Net*)

9.61%

44.38%

44.38%

6.14%

Merrill Lynch US High Yield Constrained Index

1.89%

17.49%

17.49%

6.15%

Merrill Lynch US High Yield Energy Index

5.98%

38.44%

38.44%

0.86%

Energy Debt Fund

Merrill Lynch US
High Yield
Constrained
Index

Merrill Lynch US
High Yield Energy
Index

January 2016

-4.59%

-1.60%

-8.34%

February 2016

-1.19%

0.49%

-3.60%

March 2016

9.37%

4.42%

16.07%

April 2016

11.28%

3.97%

12.57%

May 2016

2.28%

0.74%

2.43%

June 2016

4.75%

1.08%

3.59%

July 2016

2.04%

2.53%

0.72%

August 2016

3.06%

2.23%

4.28%

September 2016

1.89%

0.65%

1.53%

October 2016

3.90%

0.31%

1.88%

November 2016

0.80%

-0.39%

0.57%

December 2016

4.65%

1.97%

3.43%

Monthly Net Return
(% return)

2-year

3-year

Since
Inception
(7/1/2015)

4Q

Fund Size

Distinct
Investors

~$350M

~50

*Net return equals gross return less management fee and operating
expenses and is based on the July 2015 series. Clients implemented via
collective investment trusts incur product-level fees, including trustee and
administrative fees, which will affect performance.
Sources: SEI, Bank of America Merrill Lynch, FactSet, Benefit Street
Partners

Performance data quoted is past performance. 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. Data as of 12/31/2016.
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Market summary
Benchmarks

Characteristics
Price

Spread

Yield to
Worst

BofA ML U.S. HY Constrained
High Yield Energy

99.59
97.82

422
440

6.17%
6.44%

BofA ML Energy Sub-indices
Exploration and Production
Midstream and Distribution
Oilfield Services
Refining
Integrated

97.86
102.87
89.43
100.25
102.37

503
305
619
486
241

6.83%
5.04%
8.16%
6.49%
4.76%

Energy by Rating
BB
B
CCC and below

101.53
99.28
86.68

295
460
883

4.97%
6.37%
10.64%

Reference Benchmarks
S&P 500
S&P Oil and Gas E&P ETF
Alerian MLP Total Return Index
Market Vectors Oil Services ETF

Returns
High Yield
Weight

Energy
Weight

1 month

3 month

Year to
Date

1 Year

1.97%
3.43%

1.89%
5.98%

17.49%
38.44%

17.49%
38.44%

41.09%
32.47%
19.49%
4.41%
2.54%

3.59%
1.71%
6.31%
2.42%
3.48%

7.31%
1.85%
11.01%
5.99%
3.18%

48.70%
29.24%
35.80%
12.19%
45.41%

48.70%
29.24%
35.80%
12.19%
45.41%

48.93%
33.36%
17.71%

2.51%
2.38%
8.02%

3.06%
6.35%
14.69%

28.84%
35.77%
72.54%

28.84%
35.77%
72.54%

2238.83
41.42
316.1
33.35

1.98%
-1.04%
4.39%
3.40%

3.82%
7.89%
0.15%
15.48%

11.96%
38.28%
9.09%
27.84%

11.96%
38.28%
9.09%
27.84%

53.75
3.72
1772
634
507
126

8.78%
11.10%

12.64%
28.15%
11.87%
24.56%
21.78%
38.07%

44.76%
59.35%
-6.29%
-11.20%
-5.66%
-28.60%

44.76%
59.35%
-6.29%
-11.20%
-5.66%
-28.60%

Commodities

WTI
Natural Gas
World Rotary Rig Count
U.S. Rotary Rig Count
U.S. Oil Rig Count
U.S. Gas Rig Count

Source: FactSet, Bank of America; Data as of 12/31/2016.
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Market summary
•

Risk markets rallied in 4Q following the election of Donald Trump, immediately pricing in the benefits of less regulation,
lower taxes and fiscal stimulus. For the quarter, high yield bonds* and energy bonds* returned 2% and 6%, respectively.
Full year returns are 17.5% and 38%. High yield energy spreads contracted 196 basis points over the preceding 3
months to end the year at 440 basis points vs. the 422 basis point spread of the overall high yield bond market. Energy
spreads began the year at 1415bps.

•

Specific to Energy:
•

WTI crude oil appreciated 9.2% during the quarter as both OPEC and non OPEC producers agreed to production
cuts to help balance world crude oil markets.

•

Natural gas markets remained constructive as market participants gained confidence that prices will remain
strong. In addition, pipeline bottlenecks, which restrain natural gas supplies coming from the large producers in
Northeast, will remain for the intermediate term.

•

The biggest macro move in the energy space was related to coal. There was a policy change in China that
restrained domestic production of both thermal and metallurgical coal, this policy change combined with dwindling
inventories led to a rally in the prices of all things related to coal. This dynamic combined with the perception of a
more coal friendly regulatory environment in the US contributed to coal related assets being the best performers in
Q4.

•

The investment opportunity set in energy has evolved dramatically over 2016. Beyond the recovery in commodity
prices, the market has moved away from valuing companies based on liquidation value to now valuing them based
business models as going concerns that are not only sustainable, but offer opportunities to grow. M&A will
continue to be a major theme in 2017.

* Bank of America Merrill Lynch U.S. High Yield Constrained Index
**Bank of America Merrill Lynch U.S. High Yield Energy Index
Data as of 12/31/2016.
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Portfolio positioning
• The portfolio ended the period composed of 45% Exploration and Production companies, 16% Energy Services, 16%
Coal, 11% Utilities, 3% Cash and 9% Other. The portfolio had a weighted average current yield of 7.3% and a yield to
worst of approximately 9.3%.
• E&P remains the largest sector exposure. We have maintained our exposure to secured paper and added some
exposure to assets that we believe will deliver more equity like returns in today’s operating environment.
• The Fund’s exposure to Energy Services, which increased materially in 3Q, continued to grow in 4Q. The Fund had
little exposure to Services at the beginning of the year. Holdings are concentrated in onshore oilfield services as there
is increased confidence that the commodity cycle has bottomed and U.S. domestic onshore production will rise.
Positions are in companies with significant pressure pumping fracking equipment that has a very short life and could
be in very short supply when drilling activity increases.
• Coal exposure remains above 15% on the belief that security prices are lagging behind fundamental value. The Fund
began the year with a de minimis amount of coal exposure.
• The Fund’s exposure to Utilities reflects a favorable view on natural gas prices.
• On the private side, despite the fact that public markets are now open to companies in the energy space, there
remains and abundance of companies interested in doing non-recourse private deals to finance growth.

Data as of 12/31/2016.
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Energy Debt Fund portfolio characteristics
Assets Under Management
12/31 Assets Under Management
351,163,481
Fund Statistics
Characteristics
Market Value of Securities
Cash
NAV
Price (Mid)
Yield to Maturity
Yield to Worst
Current Yield
Coupon/Spread
Duration
Weighted Average Life
Leverage
Number of Securities
Originated Securities
Market Value
Number of Securities

Total
339,606,640
11,556,841
351,163,481
86.87
9.36%
9.30%
7.29%
6.17%
2.07
5.15
58
12,764,442
5

Strategy Breakdown
Strategy
High Yield
Low LTV
Debt for Equity
Cash
Total

% of NAV
50.50%
40.70%
5.51%
3.29%
100.00%
Sector Breakdown

Sector
Energy - Exploration & Production
Metals/Mining Excluding Steel
Oil Field Equipment & Services
Electric-Generation
Chemicals
Gas Distribution
Trucking & Delivery
Oil Refining & Marketing
Cash
Total

% of NAV
44.93%
17.16%
16.25%
10.60%
4.22%
1.77%
1.25%
0.53%
3.29%
100.00%

Seniority
1st Lien
Senior
Equity
2nd Lien
Sr Sub
Jr Sub
Cash
Total

Seniority Breakdown
% of NAV
47.06%
32.08%
10.01%
4.71%
2.70%
0.16%
3.29%
100.00%

Asset Class Breakdown
Asset Class
% of NAV
Bond
43.63%
Loan
37.76%
Equity
10.00%
Convertible Bond
5.31%
Warrant
0.01%
Cash
3.29%
Total
100.00%

Rating Breakdown
S&P Rating % of NAV
BBB
1.68%
BB+
0.00%
BB
2.06%
BB3.49%
B+
7.97%
B
12.05%
B13.25%
CCC+
3.34%
CCC
9.02%
CCC1.46%
D
13.51%
NR
28.88%
Cash
3.29%
Total
100.00%

Geography Breakdown
Region
% of NAV
North America
94.60%
Asia
1.26%
Europe
0.84%
Cash
3.29%
Total
100.00%
Past Performance is no guarantee of future results.
Source: Benefit Street Partners.
Data as of 12/31/2016.
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Energy Debt Fund portfolio composition over time
April 1, 2016

June 30, 2016

Cash
22.5%

Cash
15.4%
Coal
0.6%

E&P
28.6%

Coal
0.7%

Other
11.7%

Other
15.2%
Services
4.5%

E&P
27.5%

Utilities
7.8%

Utilities
14.4%

Services
15.9%

Midstream
20.6%

Midstream
14.4%

Current
Coal
16.0%

Cash
3.0%

Other
7.0%

E&P
45.0%

Services
16.0%
Midstream
2.0%

Utilities
11.0%

Data as of 12/31/2016.
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U.S. Equity Active Management
FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SEI Large Cap Fund recap
2016 Cumulative Excess Return (%)
Jan-16

Mar-16

Jun-16

Sep-16

Dec-16

1
Factor Allocation

Security Selection

Total

0
-1
-2
-3
-4
-5

Commodity-related sectors (energy, industrials) rally
from February lows hurt security selection through
the first half of 2016.

-6
US Equity Factor Performance (%)
First half of 2016
12

12

10

10

8

8

Large Cap Positioning:
US Equity Factor Performance (%) •Overweight value managers on view that recessionary fears were overblown.
•Growth managers focused on high-quality, sustainable growth companies.
Second half of 2016
•Anti-defensive posture: defensive and bond-proxy equities had become
overvalued.

Outcome:
•In the first half of 2016, a persistent rally in defensive/bond-proxy stocks and a
6
6
hunt for yield was driven by many events:
4
4
- Pressure on yields via global recessionary fears in Q1, simulative
central bank measures, and Brexit.
2
2
- Oil price collapse and lower earnings guidance, especially within
0
0
cyclicals.
•Risk-on,
reflationary
environment in 2H 2016.
-2
-2
Risk
factor
allocations provided tailwinds to relative performance but
Value Defensive Min Vol R1000
Value Defensive Min Vol R1000
were overshadowed by security selection, specifically within
Source: SEI, FactSet. Value = MSCI Barra Value Index. Defensive = MSCI Defensive Sectors Index.
information technology and health care.
Min Vol = MSCI US Minimum Volatility Index. R1000 = Russell 1000 Index.
All index returns are gross returns. All data as of 12/31/2016.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SEI Large Cap: Fund characteristics vs. the market
Big discount and better expected growth

Characteristics

PE NTM

SEI
Large
Cap

US Market
R1000
Index

% Discount

16.8

18.3

-8.2%

Price to Book

2.3

2.7

-14.8%

Price to Sales

1.6

2

-20.0%

10.1

11.7

-13.7%

7.0%

7.0%

0.0%

11.5%

10.4%

10.5%

Price to Cash Flow
Return on Assets

IBES Projected 5yr EPS growth

• SEI Large Cap Fund is cheaper than the market with better expected earnings growth.
• Conditions that should help the strategy outperform:
– Normalization of the equity market which is a focus on earnings, fundamentals, & valuations, not
sentiment.
– Better than expected earnings growth.
– Moderate inflation which should translate into pricing power for competitive companies.
Source: SEI, FactSet. Data as of 12/31/2016.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SEI Small Cap II Fund recap

Alpha loss related to Q3

Breaking Down Quality
within Small Cap Q3 2016

20

17.4

Russell 2000 Index Return in Q3 (%)

18
16
14

High Quality

Small Cap Positioning:
• Preference for higher-quality, sustainable growth companies
given an aging US economic expansion.

Low Quality

12
10
8
6.2

6.6

Q1

Q2

7.0

7.2

Q3

Q4

Outcome:
• A post-Brexit risk-on rally boosted small cap returns, and
more specifically an investor partiality for “junk names” in Q3
(left chart); this riskier appetite continued post-election on the
prospects for corporate tax reform and relief of regulatory
burdens facing small businesses.

6
4
2
0
Q5

ROIC "Quality" Quintiles*
Source: SEI, FactSet. Top chart: Data as of 12/31/2016.
Bottom chart: Groupings represent equal dollar buckets of the benchmark formed by Return on Invested Capital (Q1 is highest). Data as of 9/30/2016.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SEI Small Cap Fund recap

Alpha loss related to Q3

Breaking Down Quality
within Small Cap Q3 2016

20

17.4

Russell 2000 Index Return in Q3 (%)

18
16
14

High Quality

Small Cap Positioning:
• Preference for higher-quality, sustainable growth companies
given an aging US economic expansion.

Low Quality

12
10
8
6.2

6.6

Q1

Q2

7.0

7.2

Q3

Q4

Outcome:
• A post-Brexit risk-on rally boosted small cap returns, and
more specifically an investor partiality for “junk names” in Q3
(left chart); this riskier appetite continued post-election on
the prospects for corporate tax reform and relief of
regulatory burdens facing small businesses.

6
4
2
0
Q5

ROIC "Quality" Quintiles*
Source: SEI, FactSet. Top chart: Data as of 12/31/2016.
Bottom chart: Groupings represent equal dollar buckets of the benchmark formed by Return on Invested Capital (Q1 is highest). Data as of 9/30/2016.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SEI Small Cap II: Fund characteristics vs. the market
Big discount and better expected growth
Characteristics

PE NTM

SEI
Small
Cap II

US Market
R2000
Index

% Discount

18.8

20.1

-6.4%

Price to Book

2

2.1

-4.7%

Price to Sales

1

1.2

-16.6%

8.3

9.8

-15.3%

1.8%

1.4%

28.5%

12.8%

12.6%

1.5%

Price to Cash Flow
Return on Assets
IBES Projected 5yr EPS growth

• SEI Small Cap II Fund is cheaper than the market with better quality (ROA).
• Conditions that should help the strategy outperform:
– Normalization of the equity market which is a focus on earnings, fundamentals, & valuations, not sentiment.
– Better than expected earnings growth.
– Moderate inflation which should translate into pricing power for competitive companies.

Source: SEI, FactSet. Data as of 12/31/2016.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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2016: A poor environment for active management
Active management factors faced a challenging year
10.0%

8.0%

6.0%

4.0%

2.0%

AVERAGE

0.0%

(2.0%)

Sep-16

May-16

Jan-16

Sep-15

May-15

Jan-15

Sep-14

May-14

Jan-14

Sep-13

May-13

Jan-13

Sep-12

May-12

Jan-12

Sep-11

May-11

Jan-11

Sep-10

May-10

Jan-10

Sep-09

May-09

Jan-09

Sep-08

May-08

Jan-08

Sep-07

May-07

Jan-07

Sep-06

May-06

Jan-06

Sep-05

May-05

Jan-05

Sep-04

May-04

Jan-04

(4.0%)

• Active management factors have, on average, worked over time, but efficacy was challenged in 2016.
• High stock pair-wise correlations and low dispersion have also been headwinds.
Source: FactSet, Alliance Bernstein. Chart: S&P 500 Stocks + Largest 750 Stocks by Market Cap. Data points represent the average difference between best quintile and worst
quintile rolling 12-month returns for 41 different equally-weighted factors from January 2004 through December 2016.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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Bright outlook for active management
Factor standings then:
Market Environment Spring 2016
Favorable to Active
• “The Rest” beating P/E > 40
• “The Rest” beating Negative
Earners

Favorable to Passive
• Large Cap beating Small Cap
• EAFE losing to S&P 500
• Growth beating Value
• Cap Weighted beating Equal Weighted
• Largest 25 beating “The Rest”
• % of S&P 1500 outperforming S&P 500
• Cash losing to S&P 500

Factor standings now:
Market Environment December 2016

Favorable to Active
• Small Cap beating Large Cap
• Value beating Growth
• Equal Weighted beating Cap Weighted
• % of S&P 1500 outperforming S&P
500
• “The Rest” beating Largest 25
Companies
• “The Rest” beating P/E > 40

Favorable to Passive
• Cash losing to S&P 500
• EAFE losing to S&P 500
• “The Rest” losing to Negative
Earners

Source: Leuthold Weeden Capital Management. Factors in Bold (top) represent the six strongest signals in the bottom chart. Data as of 12/31/2016.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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Fund Performance
FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
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SIIT Large Cap Fund
SIIT Large Cap Fund
Manager Contribution to Excess Return (%)*

Performance Review

• Growth managers (Brown, Jackson Square Partners)
underperformed, as technology stocks, which are heavily
favored by growth managers, lagged the market.

SEI Fund

• The Fund benefited from the return to deep-value stocks in
Q4.

LSV (20.8%)

• The Fund’s value managers (AJO and LSV Asset
Management) benefited from this tailwind in Q4 and their
exposures to industrials and financials.

AJO (20.4%)

• In addition, the Federal Reserve hiked rates for the second
time in a decade and OPEC agreed to a cutback on oil
production.

AQR (12.2%)

Waddell (15.4%)

Jackson Sq (15.3%)

Brown (15.9%)
-6.0 -5.0 -4.0 -3.0 -2.0 -1.0 0.0
Quarter

1.0

2.0

1 Year

Source: FactSet/SEI
Returns are gross of fees. Performance data quoted is past performance and 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. Returns and sector weights versus the Russell 1000 Index.
*Figures in parenthesis are target allocations.
As of September 30, 2016, SEI Investments Company has a 38.9% minority ownership interest in LSV Asset Management. .

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016

38

SIIT Large Cap Fund
Positioning Review
Active Sector Allocation (%)*

• Cyclical sector performance has turned around sharply at the
expense of defensive sectors and technology stocks.

• Valuations for the Growth Fund’s overweighted sectors
(including financials and industrials) have increased notably,
while valuations for defensive sectors have normalized and
even appear cheap.

• The Fund has been adjusted to reflect these recent events in

Technology (25.8%)

Financials (15.6%)

the markets.

• The overweight to cyclical sectors has been trimmed and

Energy (7.1%)

exposure to defensive stocks has been increased to better
position the Fund for down markets.
Real Estate (3.0%)

Cons. Stap. (7.3%)

Cons. Disc. (10.3%)
-5.0

0.0

5.0

10.0

Returns are gross of fees.
*Versus Russell 1000 Index; figures in parentheses are actual sector weights in Fund, excluding cash; only the three largest active sector over- and underweights
are shown.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT Global Managed Volatility
Fund level contributors/detractors
• In a year of two halves, the fund performed as designed: providing risk mitigation, but giving
up some gains in the later rebound.
• Over the quarter, the sharp rotation triggered by “trumpflation” rally sent both the stock
market and interest rates up, both being headwinds to the Managed Volatility strategy.
• High interest rate sensitivity was the worst performing factor over the quarter and second
worst, after momentum, for the year.
• Higher discount rates made investors realize that low-volatility stocks were not worth the
rich valuation premium, and riskier, but cheaper cyclicals were not as scary.
• Over the quarter, typically low-vol sectors underperformed across the board, and typically
risky and cyclical sectors performed very well. Financials performed the best due to the big
move up in interest rates and bank friendly appointments in Trump’s administration.
Manager level contributors/detractors
• All managers lagged the broad market indices over the quarter, with mixed results over the
year.
• LSV delivered the best results for both the quarter and the year, helped by their clear value
exposure and less extreme rate sensitivity. Analytic was the biggest laggard for both the
quarter and the year, held back by their momentum return model in what was the worst
year for momentum since 2009. Our strong underweight to the manager substantially
mitigated their impact at the fund level.

Global Managed Volatility*
Manager Contribution to Absolute Return (%)
Acadian (26)
Analytic (20)
LSV (54)
MSCI World
SEI Fund
-5.0

0.0

5.0
Quarter

10.0

15.0

20.0

SI (Jan 2016)

SEI Fund and MSCI World Sharpe Ratios**

*(#) indicates manager target asset allocation.
SI (Jan. 2016)
**SI = Since inception
Source: SEI
Benchmark: MSCI World Index (USD Hedged).
Returns in USD, hedged to USD share class, gross of fees;.
Annualized volatilities for 1-year period are calculated using daily returns data.
0.0
Annualized volatilities for 3-year period are calculated using monthly returns data.
Risk-free rate used for Sharpe Ratio calculation is 0%.
Performance for periods of less than one year is cumulative. SEI Investments has an approximately 38.9%
minority ownership interest in LSV Asset Management as of September 30, 2016. Performance data quoted is
past performance. 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

0.5
SEI Fund

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016

1.0

1.5

2.0

Benchmark
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SIIT Global Managed Volatility
Realized Intraquarter Volatility
Annualized Standard Deviation (%)
8
6
4
2
0
SEI Fund

MSCI World

16
14
12
10
8
MSCI World 6
Minimum
4
Volatility
2
(USD)
0

0.03

60-Day Rolling Volatility
Annualized Standard Deviation (%)

Intraquarter Return
Relative Return, (Local Currency)

0.02
0.01
0.00
-0.01

SEI Fund
MSCI World
MSCI World Minimum Volatility

-0.02
MSCI World Total Return

-0.03

SEI Fund Cumulative Relative Return
-0.04
Sep-16

Oct-16

Nov-16

Dec-16

• The fund reduced its volatility by 18% vs the broad market.
Intraquarter Return
Investment Value (Local Currency)

• The volatility reduction has been below our long-term

SEI Fund

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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Dec-16

Dec-16

Dec-16

Dec-16

Dec-16

Nov-16

Nov-16

Nov-16

Nov-16

Oct-16

Oct-16

Oct-16

MSCI World

Oct-16

Source: SEI, FactSet. USD, gross of fees. Benchmark: MSCI World Index .
Inception date 1/29/2016.
Cumulative returns are rebased to 0% (or $1.00 in local currency terms) from
9/30/16. This performance does not represent actual cumulative returns for the life
of the Fund.
Performance for periods of less than one year is cumulative. Performance data
quoted is past performance. 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.

1.08
1.06
1.04
1.02
1.00
0.98
0.96
0.94
0.92
0.90
Sep-16

expectations due to rising interest rates affecting the price
stability of classic rate sensitive defensives.

SIIT Global Managed Volatility
•

By design, the Fund is favoring low-volatility / lowbeta names at the cost of high beta stocks.

•

Our managers are able to trade off average volatility
stocks against cheap valuations, which results in a
well populated “middle beta” exposure.

•

At a sector level, defensive positioning translates into
favoring consumer staples and utilities over volatile
information technology and energy.

Relative Sector Weights (%)
Consumer Staples
Utilities
Health Care
Telecommunication Services
Real Estate
Materials
Financials
Industrials
Consumer Discretionary
Energy
Information Technology
-10

-5

0

5

10

Quintile Beta Positioning*
Ending Weight (%)
60.0

40.0
20.0
0.0
High Beta

Q2

SEI Fund

Q3

Q4

Low Beta

Benchmark

Source: SEI, Axioma, FactSet.
*Benchmark: MSCI World Index

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT U.S. Managed Volatility
Fund level contributors/detractors
• In a year of two halves, the Fund performed as designed: providing risk mitigaion, but
giving up some gains in the later rebound.
• Over the quarter, the sharp rotation triggered by “trumpflation” rally sent both the stock
market and interest rates up, both being headwinds to the Managed Volatility strategy.
• High interest rate sensitivity was the worst performing factor over the quarter and
second worst, after momentum, for the year.
• Higher discount rates made investors realize that low-volatility stocks were not worth
the rich valuation premium, and riskier, but cheaper cyclicals were not as scary.
• Over the quarter, typically low-vol sectors underperformed across the board, and
typically risky and cyclical sectors performed well. Financials performed the best due to
the big move up in interest rates and bank friendly appointments in Trump’s
administration.

Manager level contributors/detractors
• All managers lagged the broad market indices over the quarter, with mixed results over
the year.
• LSV delivered the best results for the year, helped by their clear value exposure and
less extreme rate sensitivity.
• Analytic was the biggest laggard for the year, held back by their momentum return
model in what was the worst year for momentum since 2009. Our strong underweight
to the manager substantially mitigated their impact at the fund level.
• AJO delivered slightly better results than Analytic this year. Although AJO has a valuefocused alpha model similar to LSV, it has a smaller exposure to low volatility
compared to LSV, which resulted in a poorer performance in the first half of the year.

U.S. Managed Volatility
Manager Contribution to Absolute Return (%)*
AJO (20)
Analytic (22)
LSV (58)
SEI Fund
Russell 3000
0.0

5.0

10.0

Quarter

15.0

1 Year

SEI Fund and Russell 3000 Sharpe Ratios**

1 Year
3 Years

*(#) indicates manager target asset allocation.
SEI Investments has an approximately 38.9% ownership interest in LSV
SI (January 2009)
Asset Management as of June 30, 2016.
**SI = Since inception
Source: SEI; Benchmark: Russell 3000 Index;
0.0
Annualized volatilities for 1-year period are calculated using daily returns data. Annualized
volatilities for 3-year and since-inception periods are calculated using monthly returns data. Riskfree rate used for Sharpe ratio calculation is 0%.
Performance for periods of less than one year is cumulative. Performance data quoted is past
performance. 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

0.5
SEI Fund

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016

1.0

1.5

2.0

2.5

Benchmark

43

SIIT U.S. Managed Volatility:
Risk reduction
60-Day Rolling Volatility
Annualized Standard Deviation (%)

Realized Intraquarter Volatility
Annualized Standard Deviation (%)
9
8.5
8
7.5
7

25

SEI Fund
Russell 3000
MSCI US Minimum Volatility

20

SEI Fund

Russell 3000

MSCI USA
Minimum
Volatility
(USD)

0.02
0.015
0.01

15

0.005

10

0

5

-0.005

0

Intraquarter Return
Return gross of fees, USD

0.025

Russell 3000 Total Return
SEI Fund Cumulative Relative Return

-0.01
-0.015
Sep-16

Oct-16

Nov-16

Dec-16

• The fund reduced its volatility by 13% vs the broad market.
• The volatility reduction has been below our long-term
expectations due to rising interest rates affecting price
stability of classic rate sensitive defensives.

Intraquarter Return
Dollar Value

1.08
1.06
1.04
1.02
1
0.98

SEI Fund

0.96

Russell 3000

0.94
0.92
0.9

Sep-16
Oct-16
Oct-16
Oct-16
Oct-16
Nov-16
Nov-16
Nov-16
Nov-16
Dec-16
Dec-16
Dec-16
Dec-16
Dec-16

Cumulative returns are rebased to 0% (or $1.00 in local currency terms) from 9/30/2016. This
performance does not represent actual cumulative returns for the life of the Fund.
Performance for periods of less than one year is cumulative. Performance data quoted is past
performance. 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.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT U.S. Managed Volatility
Market dynamics
• 2016 was a year of two halves: from the Brexit panic, spiralling
negative rates and the end of free trade as we know it, to euphoria
of Reaganomics 2.0 under president-elect Trump.
•

Scary stories pushed valuation of the defensives into the
stratosphere and, inevitably, the gravity took it back down to earth.

•

The last year’s two quarters were harsh for expensive low-beta
stocks, making them laggards for the year as a whole.

•

Value and contrarian factors, in general, have staged a strong
comeback.

Benchmark Relative Return (%)*
30.00
20.00
10.00
--10.00
High Beta

Q2

Q3

Quarter

Q4

Low Beta

Year

Portfolio attribution

• Strategically positioned for low-volatility / low-beta stocks, the Fund

•

endured strong headwinds to its approach over the quarter and the
year as high-beta stocks beat low-beta stocks by more than 15% for
both periods.
Valuation sensitivity of the managers’ return models and our tilt to
value managers helped mitigate some of the low volatility
headwinds and resulted in positive stock selection.

SEI Fund Return Attribution
Impact on Relative Return (%)
2.00

1.00
--1.00

Source: SEI
Returns in USD, gross of fees
*Benchmark: Russell 3000 Index
Performance for periods of less than one year is cumulative. Performance data
quoted is past performance. 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.

-2.00
-3.00
Beta Allocation

Stock Selection

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016

Total Effect
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SIIT U.S. Managed Volatility
•

By design, the Fund is favoring low-volatility / low-beta
names at the cost of high-beta stocks.

•

Our managers’ are able to trade off average volatility stocks
against cheap valuations, which results in a well populated
“middle beta” exposure.

•

At a sector level, defensive positioning translates into
favoring consumer staples and utilities over volatile
information technology and energy.

Relative Sector Weights (%)
Consumer Staples
Utilities
Telecommunication Services
Health Care
Financials
Real Estate
Materials
Industrials
Consumer Discretionary
Energy
Information Technology
-10

-5

0

5

10

Quintile Beta Positioning*
Ending Weight (%)
80.0
60.0
40.0
20.0
0.0
High Beta

Q2

SEI Fund

Q3

Q4

Low Beta

Benchmark

Sources: SEI, FactSet, Axioma
*Benchmark: Russell 3000 Index

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT Small Cap II Fund
SIIT Small Cap II Fund
Manager Contribution to Excess Return (%)*

Performance Review

• During the quarter, the Fund benefited from security selection
SEI Fund

within value sectors (materials and industrials).

• This was more than offset by an underweight to financials
and poor selection in technology and energy.

Snow (17.3%)

• Snow Capital Management was the top-performing manager

Mesirow (17.4%)

for the quarter due to its tilt towards cyclicals and smaller
companies.

Lee Munder (8.6%)

• Mesirow Financial Management benefited from selection

AQR (8.1%)

within consumer
healthcare.

staples,

materials,

discretionary

and
AQR S (9.1%)

• Falcon Point Capital detracted due to challenged selection
within advertising.

EAM (9.3%)

• For 2016, markets rose sharply on the junk rally, but the Fund

Arrowpoint (13.3%)

could not keep pace given its allocations to higher-quality
names.

Falcon (16.9%)
All Bern (0.0%)
-6.0

-4.0

-2.0
Quarter

0.0

2.0

1 Year

Performance for periods of less than one year is cumulative. Performance data quoted is past performance, gross of fees, and 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. Returns and sector weights
versus the Russell 2000 Index.
*Figures in parenthesis are target allocations.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT Small Cap II Fund
Positioning Review
Active Sector Allocation (%)*

• The Fund favors sustainable growth and deep value,
although managers remain cautious, as valuations appear a
bit stretched.

• The Fund increased the allocation to momentum, but remains

Industrials (18.9%)

underweight.

• The Fund is also underweight real estate and financials, and
overweight industrials and technology.

Technology (20.8%)

Energy (4.6%)

Cons. Disc. (11.1%)

Financials (14.9%)

Real Estate (3.4%)
-10.0

-5.0

0.0

5.0

*Versus Russell 2000 Index; figures in parentheses are actual sector weights in Fund, excluding cash; only the three largest active sector over- and underweights
are shown.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT Emerging Markets Equity Fund
Performance Review

Contribution to Relative Return
by Manager (%)*

• Stock selection detracted in Korea and Taiwan, but this was
mitigated by underweights to both countries. Selection was
positive in Indonesia.

SEI Fund

• The Fund benefited from its frontier exposure in Morocco.
Latin American equities had muted returns, and the Fund was
negatively impacted by poor stock selection in Mexico and
Brazil.

• Stock selection in Colombia was helpful during the quarter.
• Exposure to Latin American frontier markets, especially

RWC (14.0%)
AB (10.7%)
KBI (16.7%)

Argentina, contributed.

• RWC Asset Advisors was the top-performing manager and

Causeway (29.4%)

benefited from emerging-market materials holdings listed in
London and Latin American airline stock, as well as its
positioning in the United Arab Emirates.

JO Hambro (14.8%)

• AllianceBernstein’s holdings in Pakistan and Morocco
bolstered returns.

• WCM Investment Management’s focus on high-quality stable
stocks, which underperformed riskier stocks, detracted.

WCM (14.5%)
-2.0

-1.0
Quarter

0.0

1.0

2.0

1 Year

*Fund Benchmark is the MSCI Emerging+Frontier Markets Index; figures in parentheses are target allocations. Performance data quoted is past performance,
gross of fees, and 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.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT Emerging Markets Equity Fund
Positioning Review
• The Fund retained exposure to consumers in emerging
markets as long-term growth outlooks are positive due to the
rise of the middle class.

• Exposure to consumer staples was also reduced, although it
remains the largest overweight.

• The Fund reduced its underweight to energy and retained its
slight underweight to materials.

• The Fund’s underexposure to large emerging-market

Active Sector Allocation (%)*

Cons. Stap. (10.6%)
Health Care (4.6%)
Real Estate (4.8%)
Materials (5.7%)
Telecom (3.6%)
Technology (20.0%)

countries resulted in a strategic underweight to technology
names whose positioning did not change during the quarter.

• Regionally, the Fund added slightly to exposure in emerging
Asia, which still remains a significant underweight.

• The Fund reduced its underweight to China and to Latin
America, in particular Mexico.

-5.0

-1.0

1.0

3.0

5.0

Active Region Allocation (%)
North Am (3.8%)
Latam (15.7%)

• We moved from a slight overweight to neutral in Mexico on

UK (1.5%)

the back of possible protectionist measures after the U.S.
election.

Pac ex Jpn (1.1%)

• Exposures in EMEA remain largely unchanged.

-3.0

EMEA (17.9%)
EM Asia (56.7%)
-15.0

-10.0

-5.0

0.0

5.0

*Versus the MSCI Emerging Markets Index; figures in parentheses are actual Fund weights, excluding cash; only the three largest active sector over- and
underweights are shown. In base currency.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT World Equity ex-U.S. Fund
Performance Review

Contribution to Relative Return
by Manager (%)*

• During the quarter, the Fund was hurt by its Canadian and
Japanese holdings.

• Selection in emerging markets also detracted, particularly in
Turkey and South Africa.

• An underweight to emerging Asia was beneficial as the
region suffered during the quarter.

• Exposure to Pacific-ex Japan and the U.K. both added. From

SEI Fund
Earnest (16.5%)
Acadian (19.3%)

a sector point of view, financials and consumer discretionary
detracted.

Blackrock (9.7%)

• Stock selection within healthcare and information technology

McKinley (6.7%)

was additive, as was an underweight to consumer staples,
real estate, telecommunication and utilities.

NFJ (15.2%)

• EARNEST Partners was the top-contributing manager,
benefiting from holdings in the U.K., Europe and Japan.

Baillie (18.1%)

• Acadian Asset Management’s holdings in emerging markets
JO Hambro (14.4%)

were additive.

• JO Hambro Capital Management detracted due to stock
selection in Japan, Canada and Europe.

-2.00

-1.00
Quarter

0.00

1.00

1 Year

*Versus MSCI ACWI ex-US Index., figures in parentheses are target allocations. Performance data quoted is past performance, gross of fees, and 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.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT World Equity ex-U.S. Fund
Positioning Review
• The Fund slightly reduced its underweight to consumer
staples, but still sees valuations as elevated.

Active Sector Allocation %*

Technology (13.5%)

• The Fund increased its overweight to information technology;

Industrials (12.9%)

both software and services and technology hardware offer a
combination
of
stock-specific
and
secular-growth
opportunities.

Materials (9.1%)

• The Fund is overweight materials as commodity prices have

Real Estate (1.4%)

Utilities (1.5%)

Cons. Stap. (7.1%)

shown signs of recovery.

• We continue to retain a negative stance on the more
defensive elements of the market, such as utilities and
telecommunication services.

• Regionally,

-4.0

Eur ex UK (33.9%)

• Europe remains an overweight, particularly Norway, the

North Am (8.3%)

Netherlands, Ireland and Austria; while Switzerland and
France are underweight.

UK (11.7%)

slightly throughout the quarter, primarily in emerging Asia.

0.0

2.0

4.0

6.0

3.0

5.0

Active Region Allocation %*

the Fund’s positioning remains largely
unchanged. In aggregate, managers added slightly to Japan,
but it remains the largest underweight.

• Emerging markets are a neutral position; managers added

-2.0

Latam (4.3%)

EM Asia (14.1%)
Japan (13.1%)
-5.0

-3.0

-1.0

1.0

*Versus the MSCI ACWI ex-US Index; figures in parentheses are actual Fund weights, excluding cash; only the three largest active sector and region over and
underweights are shown. In base currency, gross of fees.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT Core Fixed Income Fund
Performance Review
• The Fund performed well during the quarter as most spread sectors
(except for agency mortgages) generated positive excess returns;
U.S. Treasurys suffered the largest negative absolute returns.
Treasury yields rose in all three months of the quarter, but
December was more muted than November.

• With long-term yields rising in a greater magnitude than short-term
yields during the quarter, the Fund’s yield-curve-flattening bias
detracted.

• An overweight to commercial mortgage-backed securities (CMBS)
helped as the sector continues to benefit from strong commercial
development and improving economic fundamentals; performance
was slightly offset by security selection for both the quarter and year.

• An overweight to non-agency mortgages was beneficial for both the

SIIT Core Fixed Income Fund
Manager Contribution to Excess Return (%)*

SEI Fund

Jennison (17.5)

MetWest (28)

Wells (31.5)

quarter and year.

• An overweight to asset-backed securities (ABS) contributed as the
U.S. consumer remains resilient and improving wage gains support
fundamentals for the sector.

Western (23)

-0.5

0.0
Quarter

0.5

1.0

1 Year

*In base currency, gross of fees. Index = Bloomberg Barclays U.S. Aggregate Index. Figures in parentheses indicate the percent allocation in the Fund.
Performance for periods of less than one year is cumulative. Performance data quoted is past performance, gross of fees, and 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.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT Core Fixed Income Fund
Positioning Review
• The Fund maintains a yield-curve-flattening bias but has
been gradually reducing it over the last several months;
although as the curve steepens, and especially if long rates
increase, the Fund may look to add back to that positioning.

• The Fund is more neutral to the industrial sector (and to
corporates overall) while maintaining its largest corporate
overweight in the banking sector.

• The Fund has been selectively reducing exposure to bonds
that have exceeded valuation targets as a heavy newissuance calendar has the potential to provide opportunities
to add back risk at more favorable levels.

• Overweights

to asset-backed securities (ABS) and
commercial mortgage-backed securities (CMBS) will remain
as these bonds offer competitive yields, especially on a riskadjusted basis.

SIIT Core Fixed Income Fund
Sector Contribution to Excess Return (%)*

Interest Rate Strategy
Gov't (-3)
Credit (N)
Non-Agency MBS (+3.5 MV)

Agency MBS (-2)
ABS (+1.5)
CMBS (+1)
-0.1 0.0 0.1 0.1 0.2 0.2 0.3 0.3 0.4

*In base currency, gross of fees. Index = Bloomberg Barclays U.S. Aggregate Index. Figures in parentheses indicate the
relative % weight to the benchmark.
Performance for periods of less than one year is cumulative. Performance data quoted is past performance, gross of fees,
and 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.
Source: SEI

Quarter

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016

1 Year
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SIIT Emerging Markets Debt
Performance Review

• The Fund struggled during the quarter as the U.S. presidential

SIIT Emerging Markets Debt Fund
Manager Contribution to Excess Return (%)*

election weighed on the asset class.

• The Fund benefited from good selection within local currency, but
could not overcome a large underweight to hard currency, which did
better than local currency, during the quarter.

SEI Fund

• Investec was the best-performing manager due to security selection
in Turkey and an underweight to South Korean local debt.

• Neuberger Berman struggled due to an overweight to Russian local

Investec (27)

debt and Ecuadorian external debt, as well as poor selection in
Argentina.
Neuberger (39)

Stone Harbor (34)

*In base currency, gross of fees. Figures in parentheses indicate the percent
allocation in the Fund; Index = 50% JPM EMBI Global Diversified / 50% JPM
GBI-EM Global Diversified. Prior to 6/30/12 the Index is 100% JPM EMBI Global
Diversified. Performance for periods of less than one year is cumulative.
Performance data quoted is past performance, gross of fees, and 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.

-0.5

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT Emerging Markets Debt
Positioning Review

• The Fund’s managers are following the development of
Trump's policies — the extent to which he will follow through
with isolationist campaign rhetoric is arguably the biggest
source of uncertainty for emerging-market economies in
2017.

• How and when Britain leaves the European Union may also
impact emerging markets, specifically eastern European
countries (Poland, Hungary and Romania.)

• The Fund is overweight Argentina, Indonesia and Brazil, and
underweight China, Singapore and Chile.

Index = 50% JPM EMBI Global Diversified / 50% JPM GBI-EM Global
Diversified. Prior to 6/30/12 the Index is 100% JPM EMBI Global Diversified.
*Figures in parentheses indicate the relative weight of holdings, not including
currency hedges, to the benchmark. Performance data quoted is past
performance, gross of fees, and is no guarantee of future results. Performance
for periods of less than one year is cumulative. 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 1-800DIAL-SEI.
Sources: SEI, FactSet

SIIT Emerging Markets Debt Top 15 Index
Countries plus Venezuela Contribution
to Excess Return (%)*
-0.4

-0.2
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0.4

0.6

Turkey (-0.8%)
Brazil (+1.8%)
Russia (+0.9%)
Colombia (+0.2%)
Peru (-0.2%)
Romania (0%)
China (-2.4%)
Philippines (-1.1%)
Venezuela (+0.1%)
South Africa (+0.4%)
Hungary (-0.9%)
Mexico (+1%)
Malaysia (-1.2%)
Poland (-0.3%)
Thailand (+0.2%)
Indonesia (+2.9%)
Quarter

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016

1 Year

56

SIIT High Yield Bond
SIIT High Yield Bond Fund
Manager Contribution to Excess Return (%)*

Performance Review
• The Fund benefited from an off-benchmark allocation to
collateralized loan obligations (CLOs) and security selection
in basic industry and telecommunications. Security selection
within retail, an underweight to and selection within
transportation and an underweight to and selection within
financial services detracted.

• An allocation to bank loans (an attractive alternative to BB

SEI Fund
JP Morgan (17.4)
Ares (24.8)

rated bonds, in our view), contributed.

• SEI Investments Management Corporation was the top-

Delaware (**)

contributing manager due to an allocation to CLOs.

• Benefit Street Partners benefited from an overweight to and

Benefit Street (24.8)

selection within energy and selection within basic industry.

• Brigade Capital Management’s selection within basic industry

Brigade (24.8)

and telecommunications was additive.

• Ares and JP Morgan detracted.

SIMC (8.2)

-1.5 -1.0 -0.5

0.0

0.5

Quarter

1.0

1.5

2.0

1 Year

*In base currency, gross of fees. Figures in parentheses indicates the percent allocation in the Fund. Index = ML U.S. High Yield Master II Constrained.
Figures in parentheses indicate the relative weight of holdings, not including currency hedges, to the benchmark. Performance for periods of less than one
year is cumulative. Performance data quoted is past performance, gross of fees, and 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. ** Delaware was removed in mid-May.
Sources: SEI, FactSet.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT High Yield Bond
Positioning Review

• The Fund’s largest active position at the sector level is an offbenchmark allocation to CLOs, where we continue to see
value, especially relative to high-yield bonds.

SIIT High Yield Bond Fund
Credit Quality Relative Weights - Moody's (%)
Ba3 and above
B

• The largest underweight is to basic industry as a result of a

Caa1 and below

weak global-growth environment, elevated leverage levels
and weak commodity prices.

NR
Cash

• The Fund is also underweight energy, capital goods and
telecommunications, and overweight energy.

-24

• The Fund is underweight BB rated credit and overweight to
CCC rated credit (which
opportunities than BB/B credit.)

offers

better

-20

-16

12/31/2015

-12

-8

-4

9/30/2016

0

4

8

12/31/2016

total-return
SIIT High Yield Bond Fund
Asset Type Weights (%)
Bonds
Bank Loans
Structured Credit
Cash
0

10 20 30 40 50 60 70 80 90 100
12/31/2015 9/30/2016 12/31/2016

Sources: SEI, FactSet, BlackRock Solutions. Index = ML U.S. High Yield Master II Constrained.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT Limited Duration Bond Fund
Performance Review

SIIT Limited Duration Bond Fund
Manager Contribution to Excess Return (%)*

• The Fund benefited from allocations to asset-backed securities
(ABS), corporate bonds and short-duration positioning.

• An overweight to the 3-5 year part of the yield curve detracted.
The Fund increased exposure to short-term investment-grade
corporate bonds and floating-rate securities while reducing
allocations to richly valued ABS, particularly credit cards.

• An overweight to financials was beneficial.
• An overweight to and security selection within energy was

SEI Fund

MetWest** (30)

additive, as oil rebounded in the wake of OPEC’s agreement to
cut production.
Logan (70)

0.00

0.20

0.40

Quarter

0.60

0.80

1.00

1 Year

*In base currency, gross of fees. Benchmark = BofAML 1-3 U.S. Treasury Index.
**MetWest was added to the Fund 4/1/16.
Figures in parentheses indicate the percent allocation in the Fund. Performance for periods of less than one year is cumulative. Performance data quoted is past
performance, gross of fees, and 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..

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT Limited Duration Bond Fund
Positioning Review

SIIT Limited Duration Bond Fund
Sector Contribution to Excess Return (%)

• The Fund continues to provide a yield advantage over the
benchmark through allocations to the non-Treasury
sectors.

• The Fund remains overweight risk as measured by
contribution to spread duration, particularly within
financials, ABS and agency mortgage-backed securities.

• MetWest was added as a sub-adviser in the second

Municipals
ABS
CMBS

quarter, given the Fund’s growth in assets under
management, which justified a second manager.

MBS

• MetWest’s focus on duration/curve and securitized sectors

Corporates

serves as a complement to Logan Circle Partners’ higherquality orientation with a focus on alpha generation via
corporates.

• The Fund maintained risk but shifted the profile slightly in
favor of corporates over ABS.

Agencies
Treasury
Interest Rate
(Duration/Curve)
-0.10 0.00

0.10
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Quarter
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Sources: SEI, BlackRock Solutions
Performance for periods of less than one year is cumulative. Performance data quoted is past performance, gross of fees, and 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.

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT Opportunistic Income Fund
Performance Review

SIIT Opportunistic Income Contribution to
Excess Return (%)*

• The Fund performed well during the quarter, generating
positive returns even as interest rates moved higher across
the entirety of the yield curve.

• Below-investment grade sectors, including high yield and
bank loans, continued to perform well, and the Fund
benefited from an allocation to the latter, which continue to be
supported by strong fundamentals.

• An allocation to the securitized sectors, which benefited from
strengthening collateral as well as strong investor demand,
contributed.

• Ares Management, the Fund’s bank-loan manager, was the

SEI Fund

Wellington
(9)
Declaration
(42)

top contributor.

• Schroder Investment Management benefited from an
allocation to home-equity securitizations and collateralized
loan obligations.

• Declaration Management & Research’s positive performance
was driven by an allocation to CLOs and non-agency
mortgages.

Schroders
(18)

Ares (31)

0.00

*In Base Currency, gross of fees. Index = Merrill Lynch Three-Month Constant Maturity LIBOR
Performance for periods of less than one year is cumulative. Performance data quoted is past performance,
gross of fees, and 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.

1.00

Quarter

FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
Data as of 12/31/2016
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SIIT Opportunistic Income Fund
Positioning Review

SIIT Opportunistic Income Fund
Sector Contribution to Excess Return (%)*

• The Fund continued to provide a yield advantage over the
benchmark and maintained allocations to the non-Treasury
sectors, especially bank loans, non-agency residential
mortgage-backed securities (RMBS) and ABS.

CMBS (13)

• The Fund’s managers continue to prefer the securitized
sectors, such as non-agency RMBS, single-asset CMBS and
select consumer ABS issues at the top of the structure.

ABS (26)

• The managers are generally more comfortable with the

MBS (23)

underlying collateral in these issues, which reflect the
strength of a de-levered consumer.

• Despite this preference for securitized assets, the Fund may
take advantage of pricing opportunities as the result of
increased volatility in the debt markets.

Credit (33)
Gov't (1)
Cash (4)
+ Interest Rate

*Index = ML 3M Constant Maturity LIBOR. (#) indicates the absolute weight .
+Contribution from duration and yield curve positioning relative to the Fund’s benchmark -0.5
positioning.
Performance for periods of less than one year is cumulative. Performance data quoted is past
performance, gross of fees, and 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.
Source: SEI, Blackrock Solutions.
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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.
FOR INSTITUTIONAL INVESTOR USE ONLY. NOT FOR PUBLIC DISTRIBUTION.
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Valencia Foundation
Recommendation: Modification of select endowed chair requirements
March 27, 2017
Recommendation:
The foundation recommends the foundation board modify the restrictions for the
following endowed chairs: BellSouth Chair in Communications and Engineering
Technology, Grace Gillen Hanna Chair in Nursing, and Displaced Homemakers
Endowed Chair.
Rationale:
The Florida Uniform Prudent Management of Institutional Funds Act (FUPMIFA) is a
Florida law that imposes management guidelines and investment standards on 501(c)(3)
organizations. It gives authority to the governing board to modify restrictions on the
use of donated funds when donor consent cannot be obtained because of the donor’s
death, disability, unavailability, or impossibility of identification. Such modifications
may be necessary if the restriction has become impracticable or wasteful, impairs the
use of the fund, or no longer furthers the purpose of the fund.
Typically, the foundation works directly with a donor or donors to modify any donorimposed restrictions that are no longer practical. Three endowed faculty chairs require
broader requirements on eligible disciplines, and the original donor organizations no
longer exist to modify restrictions. As a result, these endowed chairs have not been
awarded.
The foundation is collaborating with the faculty council to broaden the current
discipline restrictions, while still maintaining alignment with the donor’s intention.
Should an individual related to a donor organization emerge at any time, the
foundation may make changes that are aligned with the chair’s original purpose.

