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What Recession Worries? Stocks  
Enjoy Their Best First Three Quarters 
Since 1997 
2019 has been a year of turbulent headlines for the markets, with the U.S./China 
trade war switching between hot and cold. Market volatility has increased, particu-
larly in regard to interest rates. Amidst these worries, we should not be surprised that 
the markets enjoyed their best first three quarters since 1997. After all, bull markets 
are composed of a flood of investor worries, many of which later prove to be over-
done and false as good events and not investors’ worst fears come to fruition. 

From a psychological perspective, isn’t it amazing how nothing going wrong can 
have such a powerful effect? 2019 has been proof of that the market direction could 
go either way. However, we believe that the evidence leans bullish for now. Below we 
go through a longer list of market indicators and their status.  

While we currently have a long list of negative and positive indications, we want to 
note for our investors that there are just as many, if not more, indicators that are bull-
ish than bearish. Keep in mind that many investor fears tend not to occur, enabling 
the bulls to win as fears fade away. 

Some negative data and/or concerns include:  

 � Uncertainty surrounding the U.S./China trade war

 � Washington drama and impeachment talk

 � The shape of the yield curve

 � The strong dollar and defensive equity leadership

 � Slowing global manufacturing, the sudden market momentum crash in early 
September

 � Consumer confidence falling off in the future  

Meanwhile, the reasons to remain bullish are even more numerous and include: 

 � Improved market breadth and an uptick in value stocks

 � The advance/decline line making new highs

 � Jobless claims remaining low and under control

 � Leading Economic Indicators that continue to rise

 � A continuing strong U.S. consumer and services economy 

 � Massive central bank easing on a global level

 � A strong U.S. housing market

 � Compelling relative value for stocks (the S&P 500 dividend yield is well above 
the 10-year U.S. Treasury yield) 

 � Generally high levels of investor fear than investor optimism (which is contrar-
ian and bullish) 
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A strong set of bullish and bearish indications at the same 
time such as now is one of the toughest environments for 
investors to sort through and prosper in. We remain bullish 
following the evidence that we have laid out above; how-
ever, we continue to closely watch key economic indicators. 
We continue to believe that a focus on risk management 
will pay off in the long run, as a bear market and weak 
economy, when they come, may present many opportuni-
ties to preserve capital and be tactically opportunistic.

Sector Opportunity Portfolio 

The Sector Opportunity portfolio uses a relative strength 
methodology to rank the top performing sectors over the 
intermediate-term, and by owning these sectors going for-
ward (and avoiding lower-ranked sectors) attempts to out-
perform the S&P 500. Markets made a tactical low during a 
correction in early June, but then surged on to new all-time 
highs by the end of July. Within this trend, however, leader-
ship began to change. Most notably, technology relative 
strength began to decline, particularly among internet and 
software stocks, who valuations many called into question. 

The Sector portfolio moved away from these areas, but 
continues to maintain a broad allocation to Technology, and 
the sector’s relative strength has flattened but not broken 
down. The Fed’s dramatic dovish shift this year has pro-
duced mostly defensive market leadership with one excep-
tion: Homebuilders (XHB). Homebuilders have a steady and 
rising relative strength chart, boosted by lower interest rates 
and a refinancing boom that aids affordability. 

Early September brought a huge shift in the markets. While 
the broad market indexes didn’t move, prior winners such as 
Technology, Staples, Real Estate, and interest rate sensitive 
stocks were slammed while prior losers including Financials, 
Energy, and value stocks soared. It was one of the biggest 
two-day gaps between growth and value on record. 

However, the trend has not persisted, and we are hesitant 
to jump in with two feet until Financials, the largest value 
stock sector, makes new relative highs. Unfortunately, they 
are again now closer to making new relative lows, and the 
secular trend against them has not yet been broken. Since 
this momentum crash, we have higher beta sectors enter 
the portfolio, and slowly our large position in the S&P 500 
(which still ranks highly in our matrix) has been pared back.

Here are some further developments in the portfolio during 
the quarter:

 � The portfolio contains a mixture of higher beta names 

such as Retailers (XRT), Semiconductors (SOXX), and 
Homebuilders (XHB) along with longer-term defen-
sive leadership like Real Estate (VNQ) and Technology 
(VGT). This is an indication a range-bound, direction-
less market without a clear trend. As a result, the S&P 
500 still takes a prominent role in the portfolio, as we 
are wary of entering trendless but volatile sectors like 
Industrials and Financials. The fact that our recent 
portfolio additions have been higher beta names can 
be taken as a bullish sign, especially given improved 
market breadth.

 � Retailers (XRT) have been slammed by the decline of 
the mall-oriented stores and the rise of online buying. 
Many of these smaller cap stocks have endured full-
on bear markets during the last few years, but they 
were one of the biggest winners during the momen-
tum crash, and so far, their relative strength has held 
its own since early September. We are willing to take a 
position in the volatile, beaten down sector because if 
its strength continues, its prior weakness and cheaper 
valuations means it could be in for a sizeable run.

 � Semiconductors (SOXX) are probably the highest beta, 
most volatile sector in our universe, and that has been 
particularly true this year, as they have proven to be 
the sector most leveraged to U.S./China trade head-
lines. Nevertheless, Semiconductors have become 
an essential commodity in today’s internet of things 
world, and their earnings have delivered. Surprisingly, 
they were one of the biggest winners during the mo-
mentum crash, despite having strong performance 
over the past one- and three-year periods.

 � Homebuilders (XHB) and the S&P 500 (IVV) were the 
top contributors on the quarter, while Semiconduc-
tors (SOXX) and Aerospace & Defense (ITA) were the 
top detractors.

Ticker
Quarter Ending 

September 30, 2019
Average Weight 

(%)
Contribution to 

Return (%)

Top Contributors

XHB SPDR S&P Homebuild-
ers ETF

8.49 0.62

VNQ Vanguard Real Estate 
ETF

6.80 0.58

XLP Consumer Staples Se-
lect Sector SPDR Fund

5.75 0.32

Top Detractors

VFH Vanguard Financials ETF 2.48 -0.79

IGV iShares Expanded Tech-
Software Sector ETF

7.08 -0.26

SOXX iShares PHLX Semicon-
ductor ETF

1.35 -0.25

Source: Factset. For illustrative purposes only. Past performance does not guar-
antee 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 “contribu-
tion” 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.
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International Opportunity Portfolio 

The International Opportunity portfolio’s stated mission is to 
allocate tactically between international style, factor, and 
region ETFs that are displaying significant relative strength 
(and avoiding those that do not), and in doing so to attempt 
to outperform the MSCI All Country World Ex-U.S. Index. The 
portfolio’s universe of investments now includes factor, style 
box, and regional ETFs such as: international value, growth, 
quality, small-cap, currency hedged, minimum volatility, 
buyback, and momentum ETFs along with emerging mar-
kets, emerging markets small-cap, and emerging markets 
minimum volatility ETFs.  

Our move to broader, multi-country ETFs has proven benefi-
cial as the portfolio and ETF matrix now follow longer-term 
and less volatile trends. This has produced an improved hit 
rate on our holdings, and substantially less trading. While 
U.S. markets have enjoyed a huge increase in 2019 and over 
a longer five-year period, international markets are down 
roughly 15% since a January 2018 peak. 

Most PMIs (Purchasing Manager Indexes) across the globe 
are underwater, and the rest of the globe is arguably in 
recession. The fact that international markets peaked in 
January 2018, precisely when the U.S./China trade war first 
emerged, is not a coincidence. As a result, our portfolio 
includes the U.S. itself, which maintains relative strength, 
and stable, defensive holdings such as growth stocks, 
momentum stocks, and high-quality balance sheets. De-
spite turbulent headlines and weak European and Chinese 
growth, these ETFs have maintained leadership. We expect 
only a sustained turnaround in international economic data 
will force the portfolio into a more cyclical and higher beta 
posture. We are far from that point. Here are some further 
developments during the quarter:

 � U.S. markets have trounced international markets for 
many years now, and though the U.S. is more expen-
sive, we do not see that trend letting up anytime soon. 
The International Opportunity portfolio has held a 25% 
position in the U.S. (the maximum allowed by poli-
cy) for most of 2019, and since the first quarter. Not 
surprisingly, emerging markets, emerging markets 
small-cap, and Asia Pacific Ex-Japan rank at the bot-
tom of our matrix, each struggling amidst trade war 
tensions and a stronger dollar.Given the new, smaller 
universe size that the portfolio follows, we expect that 
the portfolio will own between three to six ETFs, up 
to about one third of the universe of 18 different ETFs.

 � Aside from the U.S., the portfolio’s holdings since 
the first quarter have a common theme: quality and 
defensiveness. EAFE Growth (EFG) and International 
Quality (IQLT) own high quality companies with sta-

ble, reliable earnings by definition, according to their 
screens of the international stock universe. These 
companies have been relative winners, and we would 
note that they particularly underweight financials.

 � The U.S. dollar continues to rise, despite a dovish Fed 
stance since early January 2019. More aggressive 
quantitative easing by the European Central bank ap-
pears to have spurred another leg higher. Our port-
folio takes a position in a Currency Hedged EAFE 
ETF (DBEF), which interestingly owns both value and 
growth stocks. That hasn’t mattered, as the benefits of 
hedging against a strong dollar has made DBEF rise 
to the very top of our matrix.

Ticker

Quarter Ending 
September 30, 

2019
Average Weight 

(%)
Contribution to 

Return (%)

Top Contributors

DBEF Xtrackers MSCI 
EAFE Hedged 
Equity ETF

12.74 1.23

IVV iShares Core S&P 
500 ETF

24.96 0.43

Top Detractors

EWX SPDR S&P Emerg-
ing Markets Small 
Cap ETF

3.61 -0.85

IQLT iShares Edge MSCI 
Intl Quality Factor 
ETF

24.85 -0.43

Source: Factset. For illustrative purposes only. Past performance does not guar-
antee 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 “contribu-
tion” 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.

Style Opportunity Portfolio 

The Style Opportunity portfolio has focused on large-cap 
and growth stocks for most of 2018 and 2019, and with the 
short-term crash in momentum stocks that we saw in early 
September, that has begun to change. The portfolio favors 
value stocks very modestly, and whether their trend will 
prove to be a longer-term leader is an open question. 

Research that we have seen by Jeff DeGraff (Renaissance 
Macro Research) shows that after such massive underper-
formance for momentum, it tends to lose its leadership over 
a six to twelve month period. However, there has yet to be 
a proven new leader. Value stocks have not continued to 
move higher after their short-term spike, and as a result our 
portfolio and our ETF ranking matrix are pointing towards a 
neutral stance, waiting for a larger trend to show itself. 

We began to reduce large-cap growth stocks in the port-
folio even before the momentum event in early September, 
but that obviously accelerated after the events of early Sep-
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tember. Right now, Minimum Volatility (USMV) to our eyes 
has the strongest relative strength chart, but even that is 
not out at new highs. We continue to believe that the Fed’s 
dovish stance will provide a strong monetary backdrop for 
markets, but we have yet to see that translate into a broader 
risk-on stance by investors. At this point in the economic 
cycle, a modestly defensive stance appears prudent, and 
our quantitative research affirms that approach. The follow-
ing were other developments in the portfolio during the 
quarter:

 � In the ETF world, value means screening for stocks 
with cheaper P/E ratios. That process inevitably leads 
to an overweight position in Financials, Energy, and 
generally debt-ridden companies. While these stocks 
are as cheap as they have even been on a relative 
basis, we have a higher bar for them to exceed before 
giving them larger weight. Since slow growing com-
panies do not inherently grow, they need a stronger 
overall economy to exceed expectations. While we 
do not yet see evidence of a recession coming, we 
also certainly do not see stronger than normal eco-
nomic growth. In fact, we believe that over the longer-
term economic growth will be slow and steady at best. 
Thus, until we see stronger trend evidence, we are 
likely to buy our benchmark index than jump whole 
hog into Value ETFs.

 � Small-cap growth and mid-cap growth rank at the 
bottom of our ETF rankings. This is likely due to the 
loss of leadership in Technology, and the ongoing 
struggles of Biotechnology in particular.

 � Minimum Volatility (USMV) and the S&P 500 Growth 
ETF (SPYG) were the top contributors on the quarter, 
while the S&P 500 (IVV) and S&P 500 Value (SPYV) 
were the top detractors.

Ticker
Quarter Ending 

September 30, 2019
Average Weight 

(%)
Contribution to 

Return (%)

Top Contributors

USMV iShares Edge MSCI 
Min Vol USA ETF

23.07 0.99

SPYG SPDR Portfolio S&P 
500 Growth ETF

28.86 0.48

IVV iShares Core S&P 
500 ETF

18.19 0.31

Top Detractors

SPYV SPDR Portfolio S&P 
500 Value ETF

3.40 -0.19

QUAL iShares Edge MSCI 
USA Quality Factor 

ETF

0.00 0.00

PKW Invesco Buyback 
Achievers ETF

0.00 0.00

Source: Bloomberg. For illustrative purposes only. Past performance does not 
guarantee future results. The holdings identified do not represent all of the secu-
rities 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 ob-
tain the calculation methodology and a list showing every holding’s contribution 
to the overall composite during the period, contact: PortfolioAnalytics@ccmg.com.

 

 
 

Global Tactical Portfolio 

The methodology of the Global Tactical portfolio is to select 
ETFs that are part of a narrowed-down universe of 32 U.S. 
equity styles, sectors, country/regions, and commodities. 
The portfolio uses the Fixed Income Total Return credit 
market model as an overlay to manage risk. When the credit 
market model is positive towards High Yield Bonds (and 
thus on credit risk and market risk in general), the portfolio 
will select from its ETF universe made up primarily of equi-
ties. 

However, when the credit model turns negative, the portfo-
lio sells equities and owns cash or Treasury bonds that are in 
line with the Fixed Income Total Return portfolio’s holdings. 
When our credit market model turned defensive in early 
June, the portfolio sold equities and moved towards a 100% 
U.S. Treasuries exposure. 

We held that position through August, when bond yields 
dived, and Treasuries surged. However, as September 
began, interest rates declined quickly, as bond markets had 
priced too much pessimism into rates. Our credit-based 
models moved to favor risk-on, and in mid-September, we 
sold out of Treasuries and moved back to 100% equity posi-
tion.

Markets and the economy remain on a gradual, upward 
course, but their course is volatile and driven by U.S./China 
trade news and hopes and fears surrounding Fed action. 
The underlying fundamentals for both equities and credit 
are stable and attractive on a relative value basis, but as we 
are so late in this economic cycle, we are happy to have our 
credit-based models available to manage broader econom-
ic-based risks as they may arise.

 � While the Global Tactical portfolio missed out on 
some upside between June and September, the 
strategy was able to avoid considerable volatility in 
late 2018. Between November 16th and our re-entry 
back into equities on January 10th, the iShares Core 
S&P 500 ETF (IVV) declined 4.8%, and the iShares 
Core S&P 600 Small Cap ETF (IJR) tumbled 6.2%. 

 � When the portfolio owns equity, it will own a suite of 
ultra-low cost, broad ETFs with a 70% U.S. to 30% in-
ternational equity weighting. The portfolio will include 
U.S. Large Caps (SPLC), U.S. Small Caps (IJR), broad 
Large Cap International Equity (IXUS), and Small Cap 
International Equity (VXUS).

 � Two U.S. Treasury ETFs (IEF and SPTL) were the top 
contributors for the quarter, while U.S. Large Cap and 
Small Cap equities (SPLG and IJR) were the top de-
tractors.
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Ticker

Quarter Ending 
September 30, 

2019
Average Weight 

(%)
Contribution to 

Return (%)

Top Contributors

SPTL SPDR Portfolio 
Long Term Trea-
sury ETF

14.29 0.64

IEF iShares 7-10 Year 
Treasury Bond ETF

40.83 0.47

SPTI SPDR Portfolio 
Intermediate Term 
Treasury ETF

26.57 0.13

Top Detractors

IJR iShares Core S&P 
Small Cap ETF

3.48 -0.59

SPLG SPDR Portfolio 
Large Cap ETF

8.03 -0.41

IXUS iShares Core MSCI 
Total International 
Stock ETF

3.34 -0.28

Source: Factset. For illustrative purposes only. Past performance does not guar-
antee 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 “contribu-
tion” 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.

Alternative Opportunity Portfolio 

We recommend that investors view the Alternative Oppor-
tunity portfolio as a source of alternative beta and expo-
sures that still when possible looks to capture available risk 
premia and tactical trading gains. The product is designed 
to serve as a diversifier and to provide lower downside 
correlation during times of volatility. The Alternative Op-
portunity portfolio contains a broad mix of themes which 
breaks down as follows: Alternative-Oriented Mutual Funds 
and ETFs 49.0%, Tactical Global Equity 28.0%, Fixed Income 
10.0%, Commodities 9.0%, and Cash 4.0%. The following are 
some important events that occurred in the portfolio during 
the quarter:

 � The primary purpose of the core liquid alternative por-
tion of the portfolio is to provide non-correlated al-
ternative exposure and includes seven mutual funds 
(and one ETF) in the alternative credit, long/short 
equity, long/short commodity, managed futures, op-
tions-based, high yield muni bond, and merger arbi-
trage areas.

 � The Alternative investing sphere enjoyed gains, with 
the exception of commodities. The SG Trend Index, a 
trend-following managed futures index, gained 5.8%. 
The Bloomberg Commodity Index declined 1.8%, 
largely due to falling oil prices. Gold (GLDM) again 
fared well, gaining 4.3% on the quarter. The HFRX 
Event Driven Equity Index was up 1.7%. Our Alternative 
portfolio benchmark, the HFRX Global Hedge Fund 
Index, gained 1.6%.

 � One reason gold has fared so well turns out to be that 
it can be viewed as a bond substitute. As of late Au-
gust, the world was awash in $1.6 trillion in negative 
yielding debt. Gold, a commodity with zero yield, is a 
100% asset-backed and secured vehicle with a yield 
of zero, which is higher than every bit of that $1.6 tril-
lion in debt. Gold is often thought of as an inflation 
hedge, which is a simplistic notion. In fact, it can be 
thought of as a deflation hedge. Gold produces its 
strongest returns when real interest rates are nega-
tive or below 2.0% (as they are now). 

 � The top contributors to return for the quarter were 
Gold (GLDM) and Altegris Managed Futures (EVOIX); 
Oil Services stocks (OIH) and Emerging Markets 
(IEMG) were the top detractors and were perhaps part 
of the collateral damage of trade war tensions.

Ticker
Quarter Ending 

September 30, 2019
Average Weight 

(%)
Contribution to 

Return (%)

Top Contributors

EVOIX Altegris Futures Evolu-
tion Strategy Fd Cl I

6.35 0.35

GLDM SPDR Gold MiniShares 
Trust

5.56 0.22

NHMRX Nuveen High Yield 
Municipal Bond Fund 
Class I

6.15 0.15

Top Detractors

OIH VanEck Vectors Oil 
Services ETF

4.63 -1.09

IEMG iShares Core MSCI 
Emerging Markets ETF

6.61 -0.30

GUNR FlexShares Morning-
star Global Upstream 
Natural Resources 
Index Fund

5.00 -0.25

Source: Factset. For illustrative purposes only. Past performance does not guar-
antee future results. The holdings identified do not represent all of the securi-
ties 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 contri-
bution to the overall composite during the period, contact: PortfolioAnalytics@
ccmg.com.

Fixed Income Total Return

The Fixed Income Total Return (FITR) portfolio owned U.S. 
Treasuries during July and August, and they performed very 
well, as fears of a global economic slowdown and never-
ending trade war turned the tone of markets defensive. 
However, as September began, interest rates spiked and 
optimism returned to equities, and in particular, small-cap 
and value stocks enjoyed strong gains. 

High yield bonds saw renewed price strength, and spreads 
quickly came in near recent lows. As a result, we purchased 
back into High Yield Bonds on September 13th and we held 
them until the end of the quarter. The move was precipi-
tated more by U.S. Treasury relative weakness and what 
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appeared to be an explosive blow off in Treasury yields than 
a surge in high yield bonds. 

We are always mindful that providing a smoother risk-
adjusted ride through the credit markets is the portfolio’s 
primary mission, and we will not hesitate to turn towards 
Treasuries and risk-off again if credit market confidence and 
economic data show a trend of weaker confidence.

 � The portfolio maintained a duration of over 7 years 
while in Treasuries, a number that is a bit larger than 
during past defensive stances. The larger dura-
tion was helpful during August as investors surged 
in Treasuries after seeing disappointing economic 
data. When re-entering High Yield Bonds, we estab-
lished slightly larger positions in two High Yield ETFs, 
Bloomberg Barclays Short-Term High Yield Bond 
SPDR (SJNK) and X-Trackers US Corporate High Yield 
Bond (HYLB). Both offer attractive expense ratio and 
liquidity profiles.

 � Over 50% of the U.S. Investment Grade corporate 
market is now rated BBB, with the next downgrade 
moving them into the High Yield category. With low 
interest rates, this is not an immediate cause for con-
cern. However, the next time that we see a recession 
or major credit downgrade cycle, the price pressure 
on lower quality investment grade and High Yield 
credit may be huge and provide opportunities to play 
defense and become a tactical buyer as sentiment 
turns.

 � On the quarter, the top performing holdings were the 
Navigator Tactical Fixed Income Fund (NTBIX) and 
the SPDR Long-Term Treasury ETF (SPTL). Detrac-
tors included the PIMCO 0-5 Year High Yield Bond 
ETF (HYS) and the Blackrock High Yield Bond Fund 
(BRHYX).

Ticker
Quarter Ending 

September 30, 2019
Average Weight 

(%)
Contribution to 

Return (%)

Top Contributors

NTBIX Navigator Tactical 
Fixed Income Fund 
Class I 

49.71 0.33

SPTL SPDR Long-Term 
Treasury ETF

6.85 0.28

IEF iShares 7-10 Year Trea-
sury Bond ETF

20.09 0.23

Top Detractors

BRHYX Blackrock High Yield 
Bond Fund

1.17 -0.01

Ticker
Quarter Ending 

September 30, 2019
Average Weight 

(%)
Contribution to 

Return (%)

LHYAX Lord Abbet High Yield 0.42 -0.01

HYS PIMCO 0-5 Year High 
Yield Bond ETF

0.33 -0.01

Source: Bloomberg. For illustrative purposes only. Past performance does not 
guarantee future results. The holdings identified do not represent all of the se-
curities 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 ob-

tain the calculation methodology and a list showing every holding’s contribution 
to the overall composite during the period, contact: PortfolioAnalytics@ccmg.
com.

Sentry Managed Volatility Portfolio 

Hedging an equity portfolio is always a costly endeavor, but 
it has been doubly so after the S&P 500 surged to its best 
first 3 quarters of the year since 1997. Amidst such a strong 
rally, our equity hedge strategy was left with nothing to do 
but tactically trade to minimize costs, as our primary hedges 
declined in accordance with their design. That has meant 
looking tactically for short-term market peaks and valleys to 
reduce hedging costs, and to roll our protections.

Looking forward into the rest of 2019, we think that markets 
could well surge higher into the end of the year. Historical 
seasonality points towards that being the case, and markets 
have begun to take off again as October has developed. In 
fact, we believe markets could continue higher into the first 
and second quarter of 2020, before the election becomes 
the fully front stage event.

While we have that short-term market view, we are very 
aware that we are at the later stages of the economic cycle. 
We would like to remind our investors that an equity hedge 
can play a valuable volatility-reducing role when markets 
and the economy turn south.

While a major bearish turn is not imminent, we believe that it 
is likely over the next few years, and we continue to monitor 
key economic indicators. An equity hedge’s most valuable 
role of all might be to keep investors sticking to their long-
term plan, and not deviating at an inopportune time. We 
remain committed to keeping protection on at all times for 
our clients in the Sentry program, and when we see spikes 
in volatility, we are often looking to be opportunistic about 
reducing the cost of the hedge.
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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 invest-
ment 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-look-
ing statements which can be identified by the use of forward-looking terminol-
ogy 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 MSCI ACWI ex USA Index captures large and mid cap representation 
across 22 of 23 Developed Markets (DM) countries (excluding the US) and 26 
Emerging Markets (EM) countries*. With 2,206 constituents, the index covers 
approximately 85% of the global equity opportunity set outside the US.

A S&P 500 ‘BBB’ rated obligation exhibits adequate protection parameters. 
However, adverse economic conditions or changing circumstances are more 
likely to weaken the obligor’s capacity to meet its financial commitments on 
the obligation. 

The SG Trend Index is a trend-following index that measures managed futures. 

The Bloomberg Commodity Index is a highly liquid and diversified benchmark 
for commodity investments.  

The HRFX Event Driven Index maintain positions in companies currently or 
prospectively involved in corporate transactions of a wide variety including but 
not limited to mergers, restructurings, financial distress, tender offers, share-
holder buybacks, debt exchanges, security issuance or other capital structure 
adjustments. Security types can range from most senior in the capital structure 

to most junior or subordinated, and frequently involve additional derivative 
securities. 

The HFRX Global Hedge Fund Index is designed to be representative of the 
overall composition of the hedge fund universe. It is comprised of all eligible 
hedge fund strategies; including but not limited to convertible arbitrage, dis-
tressed securities, equity hedge, equity market neutral, event driven, macro, 
merger arbitrage, and relative value arbitrage.

The Bloomberg Barclays US Treasury Index measures US dollar-denominated, 
fixed-rate, nominal debt issued by the U.S. Treasury 

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.

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

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 ac-
count, 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 consid-
ered 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 transac-
tions, 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


