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2019 began with investors reeling from the 20% decline in the fourth quarter of 2018,
but it sure did end on a high note. The markets posted strong gains across the board,
which were helped by the Federal Reserve’s about-face, the now longest U.S. economic expansion on record, and the recent cooling in the U.S. trade war with China.
We would call the market environment in 2019 the “Everything Rally”, with asset
classes across the board participating in the risk-on rally. Even fixed income posted
strong gains as interest rates fell to near record lows before drifting higher. Corporate
credit led the way with investment grade and high yield bonds gaining over 14% for
the year.
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We enter 2020 with the equity markets primed to build on their secular bull market
gains. A lot of the uncertainties that investors have been concerned about have
faded into the background as the yield curve has steepened, the trade war with
China seems to be deescalating with a Phase One trade deal, political divisiveness
in the U.S. has not impeded the market’s trajectory higher, and recession fears have
turned into growing optimism in the U.S. economy.

Fourth Quarter Attribution
Fixed Income Total Return remained fully allocated to high yield throughout the
fourth quarter as a risk-on market environment persisted into the calendar year end.
For the quarter, the strategy slightly underperformed the Bloomberg Barclays Corporate High Yield Bond Index on a gross and net basis and outperformed the Bloomberg Barclays Aggregate Bond Index on a gross and net basis.
For the calendar year, the strategy underperformed both the Bloomberg Barclays
Corporate High Yield Bond Index and the Bloomberg Barclays Aggregate Bond Index
on a gross and net basis. Through the first nine months of the year, there were several
risk-on/risk-off trades as the yield curve inverted, then un-inverted, and trade tensions kept the markets zigzagging. As a result, the strategy made several reallocations that gave up some upside, but sought to reduce risk in uncertain periods.
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This changed in the fourth quarter when trade tensions seemed to cool with an
agreement on a Phase One trade deal and the Federal Reserve cut rates for a third
time and signaled a commitment to keeping rates low. High yield bonds responded
in kind, and the strategy participated in the advance during the quarter.

Outlook
High yield credit spreads contracted significantly from a high of 812 basis points in
December 2018 to close 2019 at 327 basis points. The credit markets enter the New
Year with a risk-on tone and our Fixed Income Total Return portfolio is fully allocated
to high yield.

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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We believe corporate credit remains richly priced with
spreads historically tight across both investment grade
and high yield bonds. The yield on the Bloomberg Barclays
Intermediate-Term US Corporate Bond Index and the US
Corporate High Yield Index ended the year at 2.42% and
5.19%, respectively. For high yield, this was nearly a record
low yield.

side potential is limited and bonds are priced for perfection.
However, there have been many instances in the past where
spreads have remained tight for long periods of time.
In our opinion, the positive U.S. economic outlook and
improving global economy, in addition to continued central
bank liquidity and investor search for yield, should support
credit in 2020.

Yields have only been lower for a brief period in the summer
of 2014. We believe low yields and tight spreads indicate up-

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.
The volatility (beta) of a client’s portfolio may be greater or less than its respective benchmark. It is not possible to invest in these indices.
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. Corporate High-Yield Index covers the U.S. dollar-denominated, non-investment grade, fixed-rate, taxable corporate bond
market. Securities are classified as high-yield if the middle rating of Moody’s,
Fitch, and S&P is Ba1/BB+/BB+ or below.
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Bloomberg Barclays U.S. Aggregate Bond Index: The index is unmanaged and
measures the performance of the investment grade, U.S. dollar denominated,
fixed-rate taxable bond market, including Treasuries and government-related
and corporate securities that have a remaining maturity of at least one year.
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.
Past performance is not indicative of future results. This material is not financial
advice or an offer to sell any product. Not every client’s account will have these
exact characteristics. The actual characteristics with respect to any particular
client account will vary based on a number of factors including but not limited
to: (i) the size of the account; (ii) investment restrictions applicable to the account, if any; and (iii) market exigencies at the time of investment.
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.
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