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o Global equity markets tumbled into correction territory in late February as cases of the coronavirus continued to spread
and investors fretted about the potential fallout.

e Outside of China, the rest of the world only began to confront a serious outbreak starting in mid-February, which was
reflected in regional market prices.

e Alook back at the performance of financial markets over the past five years highlights that sharp spikes in volatility
often coincide with inflection points.

Global equity markets tumbled into correction territory (that is, a decline of at least 10%) in late February as cases of the
coronavirus (COVID-19) continued to spread and investors fretted about the potential fallout. While the negative market
reaction has already surpassed other influenza outbreaks, a look at how markets have reacted in different geographical
regions may provide helpful perspective.

Spreading Beyond China

The earliest cases of COVID-19 were diagnosed in mainland China during mid-to-late January. Almost 95% of confirmed
cases were still confined there as of February 28.

Outside of China, the rest of the world only began to confront a serious outbreak starting in mid-February. By that point,
the reported spread of COVID-19 cases within China had begun to level off.

Exhibit 1: Confirmed Cases of COVID-19
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Mainland Chinese equity markets, measured by the CSI 300 Index, declined sharply through the beginning of February
before rebounding for most of the month. While the initial selloff reached correction territory, the recovery pushed Chinese
stocks slightly positive again before an end-of-February dip returned them to a loss.

Exhibit 2: There and Back Again

Shanghai Shenzhen CSI 300 Index
4.0

2.0
0.0
-2.0
-4.0
-6.0
-8.0
-10.0
-12.0
Jan 12020 Jan82020 Jan 152020 Jan222020 Jan292020 Feb52020 Feb 122020 Feb 192020 Feb 262020

January 1, 2020 through February 28, 2020. Source: Bloomberg.

Return (%)

Hong Kong and South Korean equities, measured by the Hang Seng and KOSPI Indexes respectively, moved in
sympathy with China at the start of the outbreak—albeit with more limited selloffs—and recovered in similar fashion.
However, they suffered secondary declines in late February as the number of COVID-19 cases spiked in South Korea.

Exhibit 3: A Premature Recovery

Korea KOSPI Index e Hong Kong Hang Seng Index
5.0

0.0

-5.0

Return (%)

-10.0

-15.0
Jan 12020 Jan82020 Jan152020 Jan222020 Jan292020 Feb52020 Feb122020 Feb 192020 Feb 262020

January 1, 2020 through February 28, 2020. Source: Bloomberg.

Europe and the U.S. remained resilient while the outbreak appeared mostly limited to Asia. But a group of new diagnoses
in Northern Italy that resembled the trajectory of the South Korean outbreak shook confidence in the ability of the western
world to contain the virus. Multiple individual cases in North America also created concern about their origins and the
effectiveness of tracking and diagnosis efforts. As a result, U.S. and European equities succumbed to the outbreak-
induced panic and sold off to finish February.

Exhibit 4: Late to the Selloff
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A Five-Year Lookback: Volatility Spikes During Sharp Selloffs and Inflection Points

We believe it is too soon to draw any precise conclusions about the impact this outbreak will have on financial markets.
Although few investors enjoy uncertainty or the prospect of volatility, a look back at the performance of financial markets
over the past five years highlights that sharp spikes in volatility often coincide with inflection points. The bottoms in early
2016 and late 2018 arrived amid the type of heightened volatility we experienced as February 2020 came to a close.

Exhibit 5: Stocks Often Pivot Around Volatility Spikes
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Index Definitions

VIX Index: The VIX, or Chicago Board Options Exchange Volatility Index, uses option prices on the S&P
500 to estimate the implied volatility of the S&P 500 Index over the next 30 days. Options are derivative
contracts that give a buyer the right (and impose upon the seller an obligation, if called upon by the
buyer) to buy or sell an underlying security at a specified price, usually for a specified period of time. A
higher number indicates greater volatility and an increase in the VIX is often associated with higher risk
aversion among investors. Common usage: The Chicago Board Options Exchange Volatility Index (VIX), a
barometer of market volatility.

Important Information

There are risks involved with investing, including loss of principal. International investments may involve
risk of capital loss from unfavorable fluctuation in currency values, from difference in generally accepted
accounting principles or from economic or political instability in other nations. Emerging market involve
heightened risks related to the same factors as well as increased volatility and lower trading volume.

Index returns are for illustrative purposes only and do not represent actual investment performance.
Index returns do not reflect any management fees, transaction costs or expenses. Indexes are unmanaged
and one cannot invest directly in an index. Past performance does not guarantee future results.

This material is provided by SEI Investments Management Corporation (SIMC) for educational purposes
only and is not meant to be investment advice. The reader should consult with his/her financial advisor
for more information. This material represents an assessment of the market environment at a specific
point in time and is not intended to be a forecast of future events, or a guarantee of future results.
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