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Great-West Profile Funds

May you live in exceptional times
With only one small change, the infamous Chinese curse describes today’s environment well

Historically speaking, the COVID-19 pandemic was an 
exceptional event that required an equally exceptional 
response. Lawmakers, financial authorities and society at 
large generally understood that responsibility and quickly 
took a series of dramatic steps to help ensure the human 
catastrophe of COVID didn’t also become an economic 
one. So far, their efforts seem to be paying off.

But actions — certainly not forceful ones — never occur 
in a vacuum. The exceptional nature of the pandemic also 
served to create an exceptional environment for both 
the economy (which experienced both a record-setting 
decline and a record-setting rebound in the space of just 
six months and capital markets (where the U.S. equity 
market cycled from bull to bear and back again in record 
time1). And these dislocations have had consequences of 
their own.

Among the most interesting was the equity market’s 
continued preference for fast-growing stocks during 
the initial phase of the pandemic and the immense 
market volatility that resulted. It’s far more typical during 
significant market disruptions for leadership to abruptly 
change hands, but COVID was different: On a relative 
basis, investor appetite for a small handful of very large, 
high-growth stocks — in evidence long before COVID 
arrived — continued, even intensified, as the pandemic 
wore on. And it seems all that exceptionalism extended to 
style allocations as well.

But something changed during the final months of 2020. 
Medical science produced not just one, but at least 
three viable vaccine candidates; meanwhile, a globally 
coordinated phalanx of aggressive monetary and fiscal 

stimulus ensured that even those whose finances were 
upended by the virus were able to remain engaged in the 
economy. Investors naturally began to set their sights 
on what came next and collectively reached the same 
conclusion: Powered by months of aggressive stimulus 
and vaccine-related optimism, the economy would surge. 
The place to be in the near term was therefore almost 
certainly in more cyclically oriented sectors of the market 

— the same areas that were all but ignored during the 
growth-at-any-price era immediately before (and during) 
the darkest months of the COVID pandemic. The “reflation 
trade” was born.

We’ve written about this series of events before, primarily 
because the stock market’s on-again/off-again obsession 
with large-cap growth has had such an obvious impact on 
the relative returns of our funds. Specifically, our returns 
were challenged during the manic phase of the growth 
cycle, when owning anything other than a small handful 
of fast-growing glamour stocks cost you dearly in terms 
of relative performance. But when the cycle turned at 
the end of 2020, that intense headwind quickly became 
a tailwind of nearly equal intensity. Said differently, we 
suffered when growth was in vogue and thrived when  
it wasn’t.

But what about today? As I write this, the pendulum 
appears to be swinging again. With vaccines in play, 
extending the various forms of financial and economic 
stimulus that sustained the economy throughout the 
worst of the pandemic is suddenly a lot less viable from 
a political standpoint than it was when COVID was so 
obviously a threat. Meanwhile, new variants of the virus 
have appeared with alarming regularity, including one — 
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the Delta variant — that has already caused a handful of 
governments worldwide to reinstitute lockdown measures 
and many here in the U.S. to rethink their assumptions 
about whether the pandemic is really starting to fade into 
the background. Suddenly, the “reflation trade” isn’t as 
compelling as it once was.

Performance of the Great-West Profile Funds

This swing in sentiment had implications for the 
performance of the Great-West Profile Funds by shifting 
investor focus back to areas of the market on which we have 
historically placed less emphasis: namely, higher-growth 
equities and longer-term bonds. After a significant recovery 
that began last fall, these areas gave back some of their 
relative performance during the second quarter, causing 
the moderate, moderately conservative and moderately 
aggressive Profile Funds to underperform their peers 
during the period. Each of the five Profile Funds also 
underperformed their benchmarks by varying degrees. 

However, our strong belief is that a single quarter is far 
too short a period for drawing meaningful conclusions 
about performance — particularly when exceptional 
events like those discussed above are buffeting markets 
and causing sentiment to swing to extremes over the 
short term. We are therefore heartened by the fact that 
longer-term performance remains intact, with each of 
the Profile Funds comfortably outperforming both their 
benchmarks and a sizable portion of their peer groups 
over the year-to-date and one-year periods.

Within the portfolios, individual holdings that worked 
against performance included the Great-West Global Bond 
Fund, a multi-managed strategy that paired an aggressive, 
go-anywhere and macro-focused sub-advisor, Franklin 
Templeton, with a more conservative, more tightly 
constrained sub-advisor, Mellon Asset Management. While 
Templeton’s more aggressive strategy has performed well 
for us in the past, its unconstrained nature can cause 
performance to lag at times, especially when 
macroeconomic trends are shifting rapidly. In recent 
months, we reacted by deemphasizing the Templeton 
strategy in favor of the more conservatively managed 
Mellon within the Great-West Global Bond Fund itself. 
More recently, however, we felt it appropriate to conduct 
an extensive search for a replacement manager for 
Templeton and ultimately hired 

London-based Blue Bay Asset Management. We never 
make these decisions lightly and added Blue Bay to our 
roster after a thorough review of the firm, its investment 
personnel and its approach to global fixed-income 
investing was conducted by our investment committee. 
We are excited to have Blue Bay on board and are 
confident they will prove to be an excellent complement 
to the incumbent sub-advisor, Mellon.

Meanwhile, emerging market equities have lagged 
recently as efforts to vaccinate vulnerable populations 
against COVID-19 in some regions have lagged somewhat. 
Moreover, the effects of aggressive efforts by developed 
countries to stimulate their own economies and minimize 
damage from the pandemic have also caused emerging 
markets to participate only partially in a powerful equity 
rally that has taken place elsewhere so far this year. Our 
holding in the space, Great-West Emerging Markets Fund, 
also lagged its peers during the period at least partially 
because both subadvisors — UBS and Lazard — place an 
emphasis on individual company characteristics such as 
high-quality financials and durable franchises, something 
that can be challenging in an environment driven so 
completely by macroeconomic concerns.

On the positive side of the ledger, many of our growth 
oriented equity holdings participated fully in the market’s 
swing back toward growth, making them standouts 
from an absolute return perspective. One example was 
Great-West International Growth Fund, a partnership 
between the investment teams at JPMorgan and 
Franklin Templeton that also beat a majority of its peer 
group during the quarter. We view the two subadvisors 
as complementary to one another, with JPMorgan’s 
momentum-oriented strategy providing a nice balance 
against Franklin’s more concentrated, fundamental style. 
The fund has been a superb long-term performer for us 
as well.

Not all successes in the equity space were growth 
oriented, however. Great-West Mid Cap Value Fund was a 
clear standout from a relative performance perspective 
and scored in the top quartile of its peer group during the 
quarter. This quantitatively oriented fund is sub-advised by 
Goldman Sachs and focuses on a wide range of financial 
and non-financial indicators to construct a mid-cap 
portfolio that seeks to outperform other strategies in 
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the space by a moderate amount. This quarter’s strong 
performance represents something of a comeback for 
the strategy, which had suffered from underperformance 
as a result of what the management team describes as 
big dislocations in how markets view the environment — 
some of which were a result of the pandemic and others 
of which were not. More recently, however, several factors 
emphasized within the portfolio — namely the preference 
for high-quality businesses and mispricing of securities 

— began to work in our favor. The result was a notable 
recovery in the strategy’s performance after several 
periods of underperformance.

Outlook

The stunning success of vaccine-makers worldwide has 
given us all reason to hope the pandemic may soon finally 
fade into the history books, and this in turn has allowed 
the U.S. economy to recover in a very robust fashion. 
That’s obviously a very good thing — from a public health 
perspective as well as a financial one. 

But as often happens, extreme events sometimes 
catalyze other extreme events, such as the massive style 
rotations and shifting investor preferences discussed 
above. Moreover, the alarming frequency with which new 

variants of the disease are appearing means it’s still too 
early to claim victory against the virus. It also means more 
volatility may lie ahead as the world comes to grips with 
not only a potentially resurgent pathogen but some of the 
effects of efforts to combat its financial impacts, such as 
government profligacy, elevated asset prices and, more 
recently, the potential for higher inflation. It’s our view that 
these things could continue to drive short-term market 
performance for the near future.

But as recent experience suggests, markets rarely 
move in a single direction for extended periods of time 
and instead tend to operate more like a pendulum. 
Dislocations just as easily turn into opportunities, and 
today’s outperformers are just as likely to become 
tomorrow’s underperformers (and vice versa). It’s our 
belief that the best approach to this reality is to maintain 
a carefully balanced portfolio that is thoughtfully 
diversified across asset classes, market capitalizations 
and geographies. Over the long term that approach 
should provide the best opportunity for success, which 
is why we strive to provide exactly that in each of the 
portfolios we manage.
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RATING/ 
TOTAL # OF FUNDS

RANK1/ 
# OF FUNDS

Morningstar ratings and rankings as of June 30, 2021
Rating based on risk-adjusted returns and ranking based on total return

Fund performance as of June 30, 2021

1 The definition of what constitutes a bull and bear market is a subject for debate, but by my math, it took about 22 days for the S&P 500 
   Index to slip into bear territory and around 75 for it to regain bull status. That’s almost unbelievably fast.
2 The net expense ratio reflects contractual fee waivers or reimbursements that expire on April 30, 2022. Absent waivers or reimbursements,
the performance would have been lower..

FUND NAME TICKER INCEPTION CATEGORY OVERALL 3-YEAR 5-YEAR 1-YEAR

Great-West 
Aggressive 
Profile Instl

MXGTX 5/1/15
U.S. Fund Target-Date 

2015
HHH HHH HHH

(14/159)159 149 136

Great-West 
Moderately Agg 
Profile Instl

MXHRX 5/1/15
U.S. Fund Target-Date 

2020
HHH HHH HHH

(181/309)309 287 262

Great-West 
Moderate 
Profile Instl

MXITX 5/1/15
U.S. Fund Target-Date 

2025
HHH HHH HHH

(257/685)685 659 601

Great-West 
Moderately Cnsrv 
Profile Instl

MXJUX 5/1/15
U.S. Fund Target-Date 

2030
HHHH HHH HHHH

(123/510)510 480 430

Great-West 
Conservative  
Profile Instl

MXKVX 5/1/15
U.S. Fund Target-Date 

2035
HHHHH HHHH HHHHH

(43/191)
191 175 161

FUND NAME TICKER INCEPTION
NET EXPENSE 

RATIO2 (%)2

GROSS 
EXPENSE 
RATIO (%)

1-YEAR 
RETURN (%)

3-YEAR 
RETURN (%)

5-YEAR 
RETURN (%)

SINCE-
INCEPTION 
RETURN (%)

Great-West Aggressive 
Profile Instl MXGTX 5/1/15 0.80 0.80 43.80 13.35 13.88 10.98

Great-West Moderately 
Agg Profile Instl MXHRX 5/1/15 0.66 0.69 31.76 11.39 11.26 9.03

Great-West Moderate 
Profile Instl MXITX 5/1/15 0.57 0.63 26.29 10.34 9.94 8.04

Great-West Moderately 
Cnsrv Profile Instl MXJUX 5/1/15 0.48 0.56 20.18 8.73 8.17 6.71

Great-West Conservative 
Profile Instl MXKVX 5/1/15 0.43 0.51 14.33 7.26 6.48 5.44
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Current performance may be lower or higher than performance data shown. Performance data quoted represents past performance 
and is not a guarantee or prediction of future results. For performance data current to the most recent month end, please visit 
greatwestfunds.com. The investment return and principal value of an investment will fluctuate so that, when redeemed, shares/units 
may be worth more or less than their original cost. 

Please consider the investment objectives, risks, fees and expenses carefully before investing. For this and other  
important information, you may obtain mutual fund prospectuses from your registered representative or by visiting 
greatwestfunds.com. Read them carefully before investing.
Performance for institutional class shares before their inception is derived from the historical performance of initial class shares, which has not been 
adjusted for the lower expenses; had it, returns would have been higher.

Where data obtained from Morningstar, ©2021 Morningstar, Inc. All Rights Reserved. The data: (1) is proprietary to Morningstar and/or its content 
providers; (2) may not be copied or distributed and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its content 
providers are responsible for any damages or losses arising from any use of this information. For each fund with at least a three-year history, 
Morningstar calculates a Morningstar Rating™ based on a Morningstar risk-adjusted return measure that accounts for variation in a fund’s monthly 
performance (including the effects of sales charges, loads and redemption fees), placing more emphasis on downward variations and rewarding 
consistent performance. The top 10% of funds in each category receive five stars, the next 22.5% receive four stars, the next 35% receive three 
stars, the next 22.5% receive two stars, and the bottom 10% receive one star. (Each share class is counted as a fraction of one fund within this scale 
and rated separately, which may cause slight variations in the distribution percentages.) The Overall Morningstar Rating for a fund is derived from 
a weighted average of the performance figures associated with its three-, five- and 10-year (if applicable) Morningstar rating metrics. Morningstar 
rankings are based on total return, excluding sales charges and including fees and expenses, versus all funds in the category tracked by Morningstar. 
Ratings for share classes without a three-, five- or 10-year history, as applicable, is based on extended performance, not adjusted for fees and 
expenses. Different share classes may have different ratings. Morningstar®, Overall Morningstar Rating™, and Morningstar® DirectSM are trademarks 
or service marks of Morningstar, Inc.

Morningstar Percentile Rankings are based on the fund’s actual rank within its category, total return and the number of funds in that category. 
The returns assume reinvestment of dividends and/or capital gains, do not include any applicable sales charges or redemption fees, but 
include 12b-1 fees. Rankings for each share class will vary due to different expenses. The highest (or most favorable) percentile rank is 1, and 
the lowest (or least favorable) percentile rank is 100. Had sales charges or redemption fees been included, total returns would be lower.

A benchmark index is not actively managed, does not have a defined investment objective, and does not incur fees or expenses. You cannot 
invest directly in a benchmark index. 

This material represents the views of Great-West Capital Management, LLC and is subject to change without notice. 

Investing involves risk, including possible loss of principal. This material is for informational purposes only and is not intended to provide 
investment, legal or tax advice. 

Securities underwritten by GWFS Equities, Inc., Member FINRA/SIPC, an affiliate of Great-West Funds, Inc.; Great-West Trust 
Company, LLC; and registered investment advisers Advised Assets Group, LLC and Great-West Capital Management, LLC, marketed 
under the Great-West Investments brand. GWCM is the investment adviser to Great-West Funds, Inc.

Asset allocation and balanced investment options and models are subject to the risks of their underlying investments. 

Asset allocation and diversification do not ensure a profit and do not protect against loss in declining markets.

©2021 Great-West Life & Annuity Insurance Company. All rights reserved. GEN-FBK-WF-1246324-0721(1246324) RO1733927-0721

NOT A DEPOSIT | NOT FDIC INSURED | NOT BANK GUARANTEED | FUNDS MAY LOSE VALUE | NOT INSURED BY ANY FEDERAL GOVERNMENT AGENCY
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