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Clark Capital’s Bottom-Up, Fundamental Strategies 

Ongoing headwinds including persistent inflation, tightening monetary policy, lock-
downs in China, and war in Ukraine resulted in sharp losses across asset classes in 
April. The S&P 500 Index suffered its biggest monthly loss since March 2020, declin-
ing 8.8%. The Nasdaq composite posted its worst monthly performance since the 
start of the pandemic, declining more than 13.0%, as Technology companies have 
taken the brunt of the selling pressure due to weaker than expected first quarter 
earnings and higher interest rates. 

The Federal Reserve has shifted from dovish, patient, and jawboning to hawkish and 
aggressive. Expectations of rate hikes have increased with several 0.50% hikes priced 
into expectations. Across our equity portfolios, we continue to shift portfolios away 
from beta, duration, fragility and labor intensity.  

Below are strategy updates from April: 

All Cap Core U.S. Equity 

 � Navigator® All Cap is positioned with 66.4% in large-cap stocks and the 
remainder in mid/small-cap companies and cash. 

 � During the month, we added an insurance company, a financial services 
company, an entertainment and media conglomerate, a multinational 
technology company, and an automotive and clean energy company to 
the portfolio. 

 � We exited our positions in a digital financial services company, a home 
and security consumer products company, a healthcare facilities compa-
ny, two semiconductor companies, and an investment banking company. 

 � Albeit underweight to the benchmark, Information Technology remains 
the largest sector weight in the strategy at 19.8%.

High Dividend Equity 

 � The portfolio is positioned with 89.5% large-cap exposure, 9.1% in mid-
caps, and the remainder in cash. 

 � The largest portfolio weight is in Healthcare at 18.0%, followed by Finan-
cials and Technology with portfolio weights of 17.9% and 10.8%, respec-
tively. 

 � We further diversified our Utility exposure with the addition of an electric 
and gas company with infrastructure and renewables exposure. 

 � We believe the Energy sector remains attractively valued. As such, we 
realized a capital gain in a drilling company and purchased a natural gas 
liquids company, which projects rising earnings and revenue growth into 
2023. 

 � We continue to diversify from our bank exposure into diversified Finan-
cials, which we believe may benefit in a rising rate environment. 

 � Top contributing sectors during the month were Industrials, Consumer 
Staples, and Energy. Detractors included Financials, Consumer Discre-
tionary and Utilities. 
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International Equity ADR 

 � The portfolio is positioned with 16.7% in emerging markets with the bal-
ance in developed economies and cash. 

 � Britain, Canada, and Japan are the strategy’s largest country weights, all 
ranging between 11% and 16%. 

 � During the month, we added a Chinese bank, a biopharmaceutical com-
pany, a Spanish multinational electric company, and a Japanese trading 
company to the portfolio. We exited our positions in a Chinese multina-
tional technology company, a German mail and parcel company, and a 
French utility company. 

 � Financials, Healthcare, Industrials, and Information Technology remain our 
largest sector weights. 

Taxable Fixed Income

 � Within the portfolio, we maintain the position of shorter, higher yielding 
bonds that will mature off coupled with what we believe are high quality 
longer bonds, which we believe are trading cheap compared to interme-
diate bonds. 

 � We continued to add to our position in Financials and moved up in quality 
in Technology holdings. 

 � On the other side, we added to our position in a digital financial services 
company and sold a shorter duration pharmaceutical bond. 

 � Overall, these themes increased the portfolio’s yield to worst by 67 basis 
points while also improving the current yield by 8 basis points. We believe 
that this barbell approach will help provide the best total return moving 
forward.      

Tax-Free Fixed Income

 � The pain in the municipal market did not abate in April, a month typically 
characterized by low organic demand and elevated new issue supply. 

 � Further fuel was added by fund outflows, which continued in earnest all 
month, with Lipper reporting 11 straight weeks as of 4/29 and a total year-
to-date drawdown of -$28 billion.

 � The accelerated selling has pushed 4% coupons to discount levels in the 
long end, regardless of call features, such that “cushion bonds” have lost 
any semblance of defensive structure. 

 � We have been selling the structure aggressively for the last two months 
to limit exposure should the curve steepen in earnest, which we believe is 
perhaps the greatest risk right now. 

 � We believe one silver lining has been the flatness of the curve combined 
with historically high relative value of munis versus Treasuries. This has 
created opportunity not seen in decades.
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Clark Capital’s Top-Down, Quantitative Strategies

The market entered May tactically oversold, with the Technology and Consumer 
Discretionary sectors at the heart of the selling pressure. The S&P 500 has declined 
12.9% year to date, which is in-line with our annual outlook and expectations of a 10-
15% correction in the first half of the year. 

Given the persistent market declines and negative headlines about inflation and Fed 
rate hikes, many measures of investor sentiment have turned extremely pessimistic. 
For example, the American Association of Individual Investors (AAII) sentiment poll 
recently showed on 16% of individual investors were bullish. That is the lowest level 
since September 1992! We continue to manage risk across the tactical portfolios by 
limiting beta. The Fixed Income Total Return and Global Tactical portfolios remain 
defensively positioned with 50% of the portfolios holding cash equivalents.  

Below are strategy updates from April: 

Alternative 

 � The portfolio has been led by a 20% position in managed futures, and the 
three funds we own have generally been long commodities and short 
interest rates. 

 � We have been reducing our exposure to commodity-oriented equities 
and gold and silver. 

 � The portfolio has also been focused on mimicking private equity returns, 
and we have added a small position in long Treasuries and closed-end 
municipals after bonds and duration-oriented vehicles took such a beat-
down in Q1. 

 � Overall, the portfolio remains underweight fixed income vehicles.

Fixed Income Total Return

 � The portfolio owns 50% in high yield with 50% in cash. 

 � U.S. Treasuries and long duration rank lowest in our relative strength 
models, and are to be avoided. 

 � Our models comparing high yield to Treasuries are slowly weakening, but 
we are not yet close to going 100% defensive into cash. 

 � We believe corporate balance sheets remain stable; the Barclays High 
Yield Index now produces a 6.98% yield to worst, its highest level since 
May 2020. 

Global Tactical

 � Our credit-based models have moved us into a 50% equity and 50% cash 
position, with Treasuries least favored in our relative strength models.

 � Our models have weakened slightly, but we are not close to turning 100% 
defensive. 

 � Credit spreads remain contained, and we believe extremely pessimis-
tic investor sentiment portends strong equity returns for the next 6-12 
months.
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Sector Opportunity

 � The portfolio favors Consumer Staples, Energy, Materials, and Utilities. 
 � We are avoiding Consumer Discretionary, Technology, and Financials. 
 � Lately, as leadership trends have neutralized, we have used the S&P 500 

as a placeholder position.

Style Opportunity 

 � The portfolio maintains a modest defensive and value-oriented tilt, own-
ing large-cap value, high dividend, and minimum volatility. 

 � We have seen value’s outperformance versus growth slow in recent 
weeks, and as a result, we have taken an over 30% position in the S&P 
500 since leadership trends are more neutral. 

 � The portfolio is avoiding mid and small-caps.

U.S. Strategic Beta

 � The portfolio has been neutral regarding value versus growth since mid-
February, and in early April, we reduced our exposure to small-caps and 
mid-caps and added to large-cap value. 

 � As we move into the second half of 2022, we would expect to overweight 
growth stocks and become more aggressive.  

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 guaran-
tee future results. 

Fixed income securities are subject to certain risks including, but not limited to: interest rate (changes in inter-
est 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.

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 S&P 500 Index is a stock market index tracking the performance of 500 large companies listed on stock 
exchanges in the United States.

The Nasdaq Composite is a stock market index that includes almost all stocks listed on the Nasdaq stock 
exchange.

The Bloomberg US Corporate High Yield Bond Index measures the USD-denominated, high yield, fixed-rate 
corporate bond market.

A municipal bond is a debt security issued by a state, municipality, or county to finance its capital expenditures, 
including the construction of highways, bridges, or schools. They can be thought of as loans that investors 
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make to local governments.

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


