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Monetary Policy

Clark Capital’s Bottom-Up, Fundamental Strategies 

Apart from large-cap growth stocks, all other broad equity measures declined in 
November as markets came to terms with rising inflation expectations and a transi-
tion in Fed policy. Fed Chairman Powell finally retired the term “transitory” to describe 
inflation. This change in monetary policy objective from “full employment” is con-
sistent with our prior comments that the labor market has made “substantial further 
progress” and that wage gains will likely persist as the ratio of job openings to job 
seekers pierces record levels. 

While the new COVID strain – Omicron – appears to be more contagious than Delta, 
early studies of its virulence suggest that there will be few policy actions which will 
substantially constrain U.S. mobility and disrupt the underlying pro-cyclical policies 
of 2020 and 2021. Across our bottom-up portfolios, we continue to seek out those 
companies that we believe can successfully pass on rising costs to their customers 
without sacrificing margins.  

Below are strategy updates from November:

All Cap Core U.S. Equity 

 � Albeit underweight to the benchmark, Information Technology remains 
the largest sector weight in the strategy at 19.4%.

 � To this end, we added a credit card services company, a temporary 
healthcare staffing company, and a home improvement retail chain to 
the portfolio. 

 � During the month, we exited our positions in an investment management 
company, a tobacco manufacturer, an online payments technology com-
pany, and a fast-food restaurant chain. 

High Dividend Equity 

 � The portfolio’s largest sector exposure is in Financials at 21.0%, which is 
slightly underweight the benchmark, followed by Healthcare at 15.4% 
and Technology at 12.4%.

 � Top contributing sectors were Real Estate, Technology and Consumer 
Discretionary while detractors included Communications, Energy and 
Financials. 

 � In November, we increased existing positions in a human resources man-
agement software and services company, an investment management 
company, and two transport companies. 

 � We initiated positions in an information technology company, a consum-
er lawn, garden and pest control manufacturer (Class A). 

 � We sold a multinational healthcare and insurance company due to poor 
business momentum and increased risk to declining estimates.

International Equity ADR 

 � Britain, Ireland, and Japan are the strategy’s largest country weights, all 
ranging between 10% and 15%. 

 � Consumer Discretionary, Financials, Health Care, Industrials, and Infor-
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mation Technology remain our largest sector weights. While U.S. econom-
ic growth currently exceeds most other countries and regions globally, we 
anticipate non-US economies to also have accelerating recoveries.

 � During the month we added to the following positions in the portfolio – a 
specialty insurance company, a retail banking company, a biopharmaceu-
tical company, and a South Korean steel-making company. 

 � We removed a Japanese automobile manufacturer and a manufacturer 
and distributor of interior and exterior doors from the portfolio. We re-
duced our positions in a pharmaceutical company and a Russian multina-
tional energy corporation.

Taxable Fixed Income

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

 � During the month, we added an aerospace company as a post-COVID re-
opening trade. We also increased our exposure to banks by adding new 
holdings in three bank companies.  Additionally, we continued to add to 
our existing positions in three Financial holdings.  

 � Laggards in performance during the month were in the BB portion of the 
portfolio. 

 � Our position in a private label packaged foods was quickly reversed and 
sold when the company announced it was exploring strategic alterna-
tives. S&P quickly downgraded the stock and our premise for ownership 
changed.

 � Year-end liquidity is drying up in line with typical seasonal trends. We be-
lieve caution and opportunity are the words to carry into December.

Tax-Free Fixed Income

 � November issuance should finish at approximately $40 billion versus last 
year’s $21 billion (keep in mind it was an election year). Year to date issu-
ance is slightly behind last year: $424 billion versus $450 billion.

 � Inflows began to increase in earnest, as flows into muni funds registered 
multiple weeks in excess of $1 billion, which was a welcome change from 
October’s draught.

 � The Infrastructure Act passed, and in its final form, had very little direct 
impact on the market’s composition or dynamic. Indirectly, we believe its 
passage is a credit-positive for the market.

 � The clearing political landscape, manageable issuance, and the return of 
inflows provided the backdrop we were hoping to see, allowing trading 
to resume at greater volumes and allowing the market tone to improve, 
despite the anxiety surrounding what the Fed may or may not do in the 
coming months. 

 � As we expected, the muni curve began to flatten. The key question will be 
if it remains flat through the New Year.
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Clark Capital’s Top-Down, Quantitative Strategies

The month of November was largely a risk-off period with the market consolidat-
ing its gains. Leadership remained within large-cap growth as it outperformed and 
posted modest gains, while all other styles and major international indices posted 
monthly losses as fears of lockdowns across Europe, fears of Omicron, and the shift 
in the Fed’s inflation narrative weighed on risk assets. 

Credit markets were impacted by all of the above, which led to Treasury strength 
and the widest high yield spreads since March. However, credit has performed much 
better than equities on a relative basis.  We believe the markets are now oversold 
in an uptrend and investor sentiment has turned cautious, which sets the table for a 
potential bullish resolution to the pullback as we enter the home stretch of 2021. 

Below are strategy updates from November:

Alternative 

 � The portfolio continues to favor U.S. equity, commodities and commodity 
equity, and agribusiness, along with a 3% position in Crypto. 

 � Within the mutual fund core, we believe that managed futures are the 
strongest performers, while our positions in market neutral and event 
driven are lagging. 

 � November’s market weakness drove us out of preferred stock, gold min-
ers, and broad commodities, while we added BDC income (private equity 
middle market debt) and cannabis equity.

Fixed Income Total Return

 � Credit markets were hit first by rising inflation and a more hawkish Fed 
(which had yield rising and looking to break out), and then by the Omi-
cron variant, which led to Treasury strength and the widest high yield 
spreads since March. 

 � However, we believe credit has performed much better than equities on 
a relative basis, and while we are closer to becoming defensive, we be-
lieve the current distress will resolve itself bullishly. 

 � High yield spreads peaked on Black Friday and have come in since then.

Global Tactical

 � The portfolio has owned equities since July 2020, and while we have 
moved closer to being defensive amidst November’s weakness, we are 
encouraged by credit’s solid price performance. 

 � We believe that the divergence between equity fear and relatively stable 
credit markets will resolve itself bullishly in credit’s favor. U.S. markets 
and large-caps are leading vs. the rest of the world, which is simply un-
derweight large-cap technology.

Sector Opportunity

 � The portfolio favors Technology, Consumer Discretionary, and is sticking 
with Energy (though that may not last). 
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 � Recently, we sold broker-dealers, and added to Technology, semicon-
ductors, and homebuilders. 

 � We are avoiding the Healthcare and Telecommunication Services sec-
tors, which we believe are in strong downtrends.

Style Opportunity 

 � Large-cap growth has taken over market leadership, and among all fac-
tors and styles only large-cap growth is delivering outperformance vs. 
the S&P 500. 

 � In accordance, the Style portfolio has moved further into large-cap 
growth (now 50%) and the S&P 500. 

 � While we still own mid-cap growth and favor growth over value, we ex-
ited our position in small-caps (which had surged, looking to break out, 
but reversed in late November).

U.S. Strategic Beta

 � The portfolio remains cyclically bullish, overweighting large-cap growth, 
mid-cap growth, and momentum, and underweighting volatility. 

 � Mid-cap and small-cap stocks took a hit due to the Omicron variant, but 
we continue to favor their higher beta and leverage to the economy.
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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.

Non-investment-grade debt securities (high-yield/junk bonds) may be subject to greater market fluctuations, 
risk of default or loss of income and principal than higher-rated securities.

The securities of mid-cap companies may be subject to more abrupt or erratic market movements and may 
have lower trading volumes.

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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