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“Whatever It Takes” Squared.
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On July 26th 2012, Mario Draghi issued his famous “whatever it takes” speech that became a defining moment in turning around the Euro Crisis enveloping the old world.
On April 9th 2020, the Fed announced unprecedented steps to keep credit flowing.
The Fed unveiled programs to provide an additional $2 trillion in loans to companies
and to help cash-strapped municipalities and states.
One of the highlights of the Fed’s April 9th announcement was an expansion in
the Fed’s $500 billion Municipal Lending Facility (MFL) providing a backstop to the
municipal bond market. To buoy the taxable markets, the Fed expanded the size and
scope of the Primary Market Corporate Credit Facilities (PMCCF) and the Secondary
Market Corporate Credit Facilities (SMCCF). The result of the Fed’s announcement
produced the best quarter in equities since 1998 and dragged bonds along with it for
the reflation ride.
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Fixed Income markets responded sharply and ended higher for the quarter. Using the Bloomberg Barclays Municipal Bond Total Return Index as a reference, the
muni market gained 2.72% on a total return basis during the second quarter. The
Bloomberg Intermediate Corporate Bond Index gained 7.63% for the quarter. This
moved both fixed income classes back to positive territory for 2020. Other key drivers
contributing to the positive returns for the quarter included an accommodative Fed
leading to a lower rate backdrop, positive fund flows for the quarter, and optimistic
investor sentiment surrounding the potential economic reopening.
Here is how the quarter unfolded:
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In April, it expanded the size and scope of the Primary Market Corporate Credit
Facilities (PMCCF) and the Secondary Market Corporate Credit Facilities (SMCCF) and
oversold market conditions from March created the best returns of the quarter. The
Bloomberg Intermediate Corporate bond Index gained 4.00% for the month. May followed through with another stellar month with the index returning 1.82%. June tacked
on another 1.63% to bring the second quarter to a close.
The quarter appears to be mission accomplished by the Fed. But just for good measure they modified their bond buying program of investment grade credits. Initially
companies were supposed to apply to the Fed to have their bonds bought in the
secondary market. Companies were fearful of this transparency and did not want to
be first in line for what the market might view as sign of financial stress and weakness.
The Fed eliminated this requirement and by mid-month were buying small amounts
of investment grade corporate bonds.
Past performance is not indicative of future results.
This is not a recommendation to buy or sell a particular security. Please see attached disclosures.
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This resulted in investment grade and high yield issues rallying versus a backdrop of almost nonexistent Treasury yields.
The 2-year Treasury yield closed the quarter at a paltry 15
basis points, the 5-year at 28 basis points, the 7-year at 49
basis points, and the 10-year at 65 basis points as the second quarter ended.

Taxable Outlook
The ultra-low interest rates and the Fed’s willingness to support the markets has changed our stance on a barbell approach which we had begun in 2016. We are finding relative
value in the 4-6-year part of the curve and 9-10-year part of
the curve. The result is our duration is extending out further
toward the 5-year range and with a more accommodative
Fed, we feel comfortable with that extension.
Housing bonds that we own may experience some volatility if the consumer re-trenches. However, low rates and a

The views expressed are those of the author(s) and do not necessarily reflect
the views of Clark Capital Management Group. The opinions referenced are
as of the date of publication and are subject to change due to changes in the
market or economic conditions and may not necessarily come to pass. There
is no guarantee of the future performance of any Clark Capital investments
portfolio. Material presented has been derived from sources considered to be
reliable, but the accuracy and completeness cannot be guaranteed. Nothing
herein should be construed as a solicitation, recommendation or an offer to
buy, sell or hold any securities, other investments or to adopt any investment strategy or strategies. For educational use only. This information is not
intended to serve as investment advice. This material is not intended to be
relied upon as a forecast or research. The investment or strategy discussed
may not be suitable for all investors. Investors must make their own decisions
based on their specific investment objectives and financial circumstances.
Past performance does not guarantee future results.
The CBOE Volatility Index, known by its ticker symbol VIX, is a popular measure of the stock market’s expectation of volatility implied by S&P 500 index
options.
The Bloomberg Barclays US Intermediate Corporate Bond Index measures
the investment grade, fixed-rate, taxable corporate bond market. It includes
USD-denominated securities publicly issued by US and non-US industrial,
utility and financial issuers that have between 1 and up to, but not including, 10
years to maturity.
The Bloomberg Barclays U.S. Municipal Index covers the USD-denominatedlong-term tax exempt bond market. The index has four main sectors: state and
local general obligation bonds, revenue bonds, insured bonds and prerefunded bonds.
The 2 Year Treasury Rate is the yield received for investing in a US government
issued treasury security that has a maturity of 2 year.
The 5 Year Treasury Rate is the yield received for investing in a US government
issued treasury security that has a maturity of 5 year.
The 7 Year Treasury Rate is the yield received for investing in a US government
issued treasury security that has a maturity of 7 year.
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possible movement out of the cities to suburbs should keep
demand for housing steady. Other areas we like are Technology and some sectors that may benefit from an infrastructure bill that will have both parties’ approval during the
summer months.
The first six months of 2020 have proven to be filled with
volatility. Since April 9th the Fed’s support of the markets
has enabled the VIX to move back to the lows of the quarter.
Treasury volatility has also been rather benign over the last 2
months, adding confidence to buyers looking for exposure
in fixed income despite the low absolute yields. A summer
ahead of increasing Covid cases appears to be in front of
us. We also may be in store for a presidential election that
proves to be as contentious as anything we have seen before. The Fed has more ammunition as Jerome Powell has
said, but the ride may get a little bumpy after a historic rally
in the markets in Q2 2020.

The 10 Year Treasury Rate is the yield received for investing in a US government issued treasury security that has a maturity of 10 year. The 10 year
treasury yield is included on the longer end of the yield curve. Many analysts
will use the 10 year yield as the “risk free” rate when valuing the markets or an
individual security.
Fixed income securities are subject to certain risks including, but not limited
to: interest rate (changes in interest rates may cause a decline in market value
or an investment), credit, prepayment, call (some bonds allow the issuer to call
a bond for redemption before it matures), and extension (principal repayments
may not occur as quickly as anticipated, causing the expected maturity of a
security to increase).
Municipal securities can be affected by adverse tax, legislative or political
changes and the financial conditions of the issuers of the municipal securities.
Municipal bonds can be significantly affected by political and economic
changes, including inflation, as well as uncertainties in the municipal market
related to taxation, legislative changes, or the rights or municipal security holders. Municipal bonds have varying levels of sensitivity to changes in interest
rates. Interest rate risk is generally lower for shorter-term municipal bonds and
higher for long term municipal bonds.
This document may contain certain information that constitutes forward-looking statements which can be identified by the use of forward-looking terminology such as “may,” “expect,” “will,” “hope,” “forecast,” “intend,” “target,” “believe,”
and/or comparable terminology (or the negative thereof). Forward looking
statements cannot be guaranteed. No assurance, representation, or warranty
is made by any person that any of Clark Capital’s assumptions, expectations,
objectives, and/or goals will be achieved. Nothing contained in this document
may be relied upon as a guarantee, promise, assurance, or representation as
to the future.
Clark Capital Management Group, Inc. is an investment adviser registered with
the U.S. Securities and Exchange Commission. Registration does not imply a
certain level of skill or training. More information about Clark Capital’s advisory
services and fees can be found in its Form ADV which is available upon
request. CCM-1129
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