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Monetary Policy

Clark Capital’s Bottom-Up, Fundamental Strategies 

Despite rapidly declining COVID cases, rising inflation expectations, stable Treasury 
yields and poor earnings reports from Facebook, Apple and Amazon, large-cap 
growth stocks surprisingly out-rallied large-cap value, small-caps and international 
equities in October. 

Supply chain disruptions, rising energy prices, and labor shortages continue to pres-
ent headwinds for corporate management. Those headwinds conspired to restrain 
economic growth in the third quarter, with Q3 GDP only growing at a 2.0% annualized 
rate in the quarter, which is the slowest growth rate since the COVID meltdown in 
2020. 

We do expect growth to pick up again as the Delta wave recedes. Thematically 
across the equity portfolios, we continue to balance holdings between the dominant 
large-cap growth theme with high-quality companies and those that we believe will 
benefit from an earnings snap-back associated with the continuing economic re-
opening. The fixed income portfolios are playing a little defense as rates have risen 
with the yield curve flattening, and are managing duration exposure and credit risk. 

Below are strategy updates from October:

All Cap Core U.S. Equity 

 � Navigator® All Cap is fully invested with approximately 68.7% in large-cap 
stocks and the remainder in mid/small-cap companies and cash. 

 � During the month, we added a bank, a clinical laboratory network, and 
a pharmaceutical company to the portfolio. We exited our positions in a 
software company, a pharmaceutical company, a scientific instrumenta-
tion company, and a hospital and healthcare services company.

 � Albeit underweight to the benchmark, Information Technology remains 
the largest sector weight in the strategy at 20.5%.

High Dividend Equity 

 � In October, portfolio changes included increasing our exposure to a bank 
holding, which was driven by their return to loan growth and rising credit 
card volume. After significant price appreciation this year, we took partial 
profits in two other stellar performers in the Financial sector. 

 � We increased our position in a private equity firm that is demonstrat-
ing solid business trends in alternative asset investing. Positions in two 
Healthcare companies were also increased due to improving business 
momentum and new COVID antiviral drug prospects. 

 � Financials remain the largest sector weight at 21.4%, which is inline versus 
the benchmark. The next two largest weights are Healthcare at 16.8% and 
Technology at 10.6%, which surpassed Industrial weight of 9.8%. 

 � Energy is a slight overweight of 6.9% versus the benchmark weight of 
5.3%. In the Energy sector, we purchased a provider of drilling operations 
in oil and gas basins and increased our position in an energy infrastruc-
ture company. In the Consumer Discretionary sector, we sold our remain-
ing position in a manufacturer of motorcycles, snowmobiles, ATVs, and 
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neighborhood electric vehicles as estimates decline due to supply chain 
issues.

International Equity ADR 

 � Navigator® International Equity/ADR is positioned with 20.5% in emerging 
markets with the balance in developed economies and cash. 

 � Britain, Ireland, and Japan are the strategy’s largest country weights, all 
ranging between 10% and 16%. 

 � During the month, we added a Brazilian electric utilities company, a bi-
opharmaceutical company, a Chinese internet technology company, an 
Irish low-cost airline, an oilfield services company, and a provider of spe-
cialty memory solutions to the portfolio due to improving business mo-
mentum and attractive valuations. 

 � We removed a Japanese optical products company, a global insurance 
provider, a multinational power management company, a multinational 
electronics contract manufacturer, a manufacturer of application-specific 
fluid power and power transmission solutions, and a German car manu-
facturer from the portfolio.

 � Consumer Discretionary, Financials, Healthcare, Industrials, and Informa-
tion Technology remain our largest sector weights. While U.S. economic 
growth currently exceeds most other countries and regions globally, we 
anticipate non-U.S. economies to also have accelerating recoveries.

Taxable Fixed Income

 � Called bonds continue to lead to price stability in the portfolio. 

 � During the month, we sold positions in an airline company and a REIT. 
Both positions were bought as part of the re-opening trade and appeared 
to have maxed out on their returns.

 � On the buy side, we added to an American car manufacturer and discount 
store company in 2023. We continue to add to our holdings in Materials 
and identify material and commodity companies to add to opportunisti-
cally.

 � It appears that the street may be poised to implement a barbell strategy. 
This is a strategy we employed in 2016 for 2 years, and it may be prudent 
again.

 � Cash levels are in the 3-5% range and we are keeping duration around 3.8 
years. Cash levels may creep higher in the portfolio’s as we deem neces-
sary.

 � We did sell some higher-grade credits during the month, but overall aver-
age credit quality remains at BBB- in the portfolio.

Tax-Free Fixed Income

 � The robust $1B+ inflows into munis dried to a trickle, with October’s last 
week closing at $397 million as per Lipper.

 � The Ides of Fall are still playing out as the Tax-Free strategy booked an-
other month of negative performance. 

 � Though the tailwind of a lighter supply pipeline was in effect, munis could 
not shake off a negative tone amid a bearish Treasury market and the 
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seemingly unending uncertainty of passage of muni-specific legislation 
in Washington. 

 � We are not abandoning our thesis for a flatter muni curve, but we are be-
ing defensive, buying higher coupon callable bonds with attractive cur-
rent yield and manageable duration.

Clark Capital’s Top-Down, Quantitative Strategies

October was a strong month for the markets following a brief correction in Septem-
ber, with most major indices posting new all-time highs. High yield credit declined 
marginally while the Bloomberg Barclays 7-10 Year Treasury index lost 0.44% as rates 
moved higher. 

Our credit-based risk management models remained firmly entrenched in risk-on, 
and as such, our tactical portfolios participated in the advance. We believe the mar-
ket right now has a tailwind of being in the strongest season period of the year. 

As we head into November, there are only 42 trading days left in the year. Goldman 
Sachs research recently highlighted that since 1928, there have been 15 times that 
the S&P 500 was up 20% or more through October. The median return for the rest of 
the year (last two months only) was 5.92%, with an 80% hit rate. Seasonal trends are 
favorable for the rest of the year.

Below are strategy updates from October:

Alternative 

 � We favor commodities (agriculture, broad commodities, and gold), along 
with commodity equities (natural resources, timber, copper miners, agri-
business) over fixed income, where only own preferred stock.

 � We recently added to our holdings in Cryptocurrency.

Fixed Income Total Return

 � We feel our models remain solid, though off their highs, mainly due to the 
modest damage done to high yield from rising rates. 

 � Since our 07/30/20 buy into high yield, the asset class continues to out-
perform the 7-10 Year Treasury, which is down 5.6%.

Global Tactical

 � We believe that our position in equities looks stable for the foreseeable 
future, even if our models are off their highs. 

 � U.S. stocks continue to outperform International; for this to change, we 
think we would have to see U.S. large-cap Technology stocks begin to 
struggle.

Sector Opportunity

 � The portfolio favors Financials (broker dealers, banks, broad Financials), 
Energy (exploration and production, natural gas, broad Energy), and 
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Technology (software, broad Technology, battery tech).
 � We are avoiding Industrials (hit hard by inflation and higher input costs), 

along with defensive sectors like Healthcare, Utilities, and Staples.

Style Opportunity 

 � The portfolio favors large-caps via the Momentum ETF and large-cap 
growth along with a position in the S&P 500 itself. 

 � A brief move into small-cap value after the Fed’s announcement of plans 
to taper in late September failed and has been reversed. 

 � We recently added mid-cap growth to the portfolio, and see growth 
again outpacing value.

U.S. Strategic Beta

 � In late September, the portfolio increased its risk profile, buying back into 
small-caps and increasing mid-caps. 

 � The portfolio modestly favors growth over value, and for now is avoiding 
minimum volatility given that we see markets in a cyclical uptrend.
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The views expressed are those of the author(s) and do not necessarily reflect the views of Clark Capital Man-
agement 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. 

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 of an investment), credit, payment, 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).

Foreign securities are more volatile, harder to price and less liquid than U.S. securities. They are subject to 
different accounting and regulatory standards and political and economic risks. These risks are enhanced in 
emerging market countries.

The S&P 500 measures the performance of the 500 leading companies in leading industries of the U.S. 
economy, capturing 75% of U.S. equities.

Treasury yield is the return on investment, expressed as a percentage, on the U.S. government’s debt obliga-
tions. Looked at another way, the Treasury yield is the effective interest rate that the U.S. government pays to 
borrow money for different lengths of time.

The Bloomberg Barclays US Treasury: 7-10 Year Index measures US dollar-denominated, fixed-rate, nominal 
debt issued by the US Treasury with 7-9.9999 years to maturity.

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 Ex-
change 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-1188
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