Fourth Quarter 2020

Portfolio Commentary
Navigator® High Dividend Equity
Portfolio Manager

Economic Reopening Sets Stage for
Cyclicals
Market Review
Since the COVID-19 vaccine announcement, consumer cyclicals have outperformed
with expectations of increased economic activity in 2021. This positive momentum
was further reinforced by Congress approving a $900 billion COVID-19 relief package
and the Fed’s guidance regarding its purchases of Treasuries by linking the program to
economic conditions.
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Top Contributors as of December 31, 2020

Company Name

Avg.
Weight
(%)

Contribution
to Return (%)

Morgan Stanley

2.24

0.84

JPMorgan Chase
& Co.

2.61

0.80

BlackRock, Inc.

1.88

0.53

Historically, dividend growers are the best performers within the dividend universe. In
2020, quality dividend growers, which consistently increase their dividend, underperformed companies that reduced, suspended, or eliminated dividends. After the initial
U.S. lockdowns, companies in the hardest hit industries such as airlines, retail, restaurants, and cruise lines adjusted dividend policies to preserve cash flow.
For the year, S&P 500 Index companies with the highest dividend yields (which often
carry higher debt levels), posted a negative return of -17.0%. Dividend growers returned -0.6% and the lowest yielding companies were up +21.6%. When the market
recovered in the second half of the year, dividend increases resumed, with 37% of S&P
500 companies raising their dividend, while 49% maintained their 2019 payout. In Q4,
dividend net changes for U.S. common stocks increased $9.5 billion compared to a
gain of $10.6 billion in Q4 2019. We expect dividend increases and share buybacks to
strengthen in 2021.

Fourth Quarter Performance Highlights
Top Detractors as of December 31, 2020
Avg.
Weight
(%)

Contribution
to Return (%)

Kimberly-Clark
Corporation

0.86

-0.12

Digital Realty Trust,
Inc.

0.69

-0.11

Phillips 66

0.22

-0.10

Company Name

 The U.S. presidential election results and positive vaccine developments pro




Source: Factset. For illustrative purposes only. Past
performance does not guarantee future results. The
holdings identified do not represent all of the securities
purchased, sold or recommended for advisory clients. In
the chart above, “weight” is the average percentage weight
of the holding during the period, and “contribution” is the
contribution to overall performance during the period. To
obtain the calculation methodology and a list showing
every holding’s contribution to the overall composite during
the period, contact: PortfolioAnalytics@ccmg.com.

pelled the market higher with value stocks experiencing their best month since
1987, as represented by the Dow Jones Industrial Average.
While momentum stocks outperformed all year, beta stocks rallied in the final
quarter posting the strongest performance.
The Russell 1000 Value Index climbed +16.2% versus the S&P 500 Index +12.1%,
resulting in the P/E spread between value and growth recovering halfway
from its most recent low to its long-term median.
Top sector contributors were Basic Materials, Utilities and Healthcare while detractors were Consumer Discretionary, Industrials and REITs.
Portfolio contributors were Morgan Stanley (+0.84), J.P. Morgan Chase & Co.
(+0.80) and Blackrock, Inc. (+0.80). Detractors included Kimberly-Clark (-0.12),
Digital Realty Trust, Inc. (-0.10), and Phillips 66 (-0.10).

Positioning and Outlook
We view the cyclical sectors as direct beneficiaries of the economy reopening as consumer spending increases for transportation, oil and discretionary items. Although the
stimulus bill was just passed in late December, the expectation is that the Democrats
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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will call for another round of stimulus as well as infrastructure spending.
Big banks should benefit from a steeper yield curve and
strengthening credit outlook versus the REIT sector, which
tends to underperform as yields rise. We maintained our
REIT underweight, but reallocated exposure from Prologis to UDR, Inc., an undervalued apartment management
company.
The economically sensitive Industrial sector should ben-

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.
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.

efit from a potential infrastructure bill as well as increased
manufacturing activity. The portfolio is overweight Financials, Industrials, Consumer Discretionary and Technology,
while maintaining underweights in Healthcare and Staples
and REITs. We increased exposure to what we believe are
undervalued, cyclical companies by purchasing Wells Fargo
Bank, Equitable Life Holdings, Interpublic Group, Tyson
Foods and Darden Restaurants. Sales during the quarter included companies with higher valuations, which benefitted
from the stay-at-home rally, including Kimberly Clark and
Progressive Insurance.

tive benchmark. It is not possible to invest in these indices.
Index returns include the reinvestment of income and dividends. The returns
for these unmanaged indexes do not include any transaction costs, management fees or other costs. It is not possible to make an investment directly in
any index.
Clark Capital Management Group, Inc. reserves the right to modify its current
investment strategies and techniques based on changing market dynamics or
client needs. The information provided in this report should not be considered a recommendation to purchase or sell any particular security, sector
or industry. There is no assurance that any securities, sectors or industries
discussed herein will be included in an account’s portfolio. Asset allocation will
vary and the samples shown may not represent an account’s entire portfolio
and in the aggregate may represent only a small percentage of an account’s
portfolio holdings. It should not be assumed that any of the securities transactions, holdings or sectors discussed were or will prove to be profitable, or that
the investment recommendations or decisions we make in the future will be
profitable or will equal the investment performance of the securities discussed
herein.
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-508

The volatility (beta) of a client’s portfolio may be greater or less than its respec-
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