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Clark Capital’s Bottom-Up, Fundamental Strategies 

Dividend stocks kept pace with the strongest U.S. market in six years fueled by a shift 
in monetary policy by the Fed, which cut rates in July for the first time in a decade. 
Although a handful of big technology stocks dominated in 2019, the S&P 500 Index 
gains for the year were broad, with over 90% of its stocks rising. Bank stocks were 
among the biggest gainers of the supportive Fed policy with the Nasdaq KBW Bank 
Index up over 35% and the largest U.S. banks posting solid gains. 

According to FactSet, S&P 500 revenues are due to rise in the high single digits in 
2020 after subpar growth in 2019. As such, we believe historically low interest rates 
are poised to continue into the next decade and investors will continue to invest in 
dividend growth stocks as one of the few viable income plays.   

Below are strategy updates from December: 

All Cap Core U.S. Equity 

	� Navigator® All Cap U.S. Equity  holds approximately 64.5% in large-cap 
stocks and the remainder in mid/small-cap stocks and cash. Healthcare 
remains both our largest sector weight at 18.85% and is 4.65% larger than 
the benchmark.

	� Our overweight position in Healthcare and semiconductor companies 
helped the portfolio during the month while our Energy exposure and 
position in an office furniture company dragged on our performance. 

	� In December, we added a Financial Services company, moving our finan-
cial exposure to slightly overweight. 

	� Despite a stronger outlook for trade and the economy, we removed a 
rail-based freight transportation company from the portfolio as estimates 
continue to deteriorate and we maintain other strong holdings in Industri-
als.

High Dividend Equity 
	� For the quarter, the top contributing sectors included Energy, Healthcare 

and Utilities versus the weakest sectors Communications, Staples, and 
Industrials.

	� Year-to-date, the strongest sectors; Energy, Utilities, Financials and the 
weakest were Healthcare, Communications, REITs.

	� A decade of historically low interest rates is poised to continue into the 
next decade as investors continue to invest in dividend growth stocks as 
one of the few viable income plays. 

International Equity ADR 
	� Navigator® International Equity/ADR has larger than typical weight of 

21.5% in emerging market companies as lower interest rates and firm en-
ergy prices tend to favor less developed economies. 

	� While safer, higher quality countries like Japan (12%), Ireland (11%) and 
Canada (10%) continue to represent our largest country allocations, we 
are beginning to find antifragile companies in developed countries in re-
cession as those companies may present opportunities. 
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	� To this end, we recently added a Swiss bank and a materials company 
during the month. 

	� While slightly underweight relative to the All Country less US index, Fi-
nancials at 19.4% represents our largest sector weight.

	� We continue to have a large weight in Healthcare as European pharma-
ceutical companies have robust product line-ups, pipelines and have an-
nounced many price drug increases for 2020. 

Small Cap Core U.S. Equity 
	� 19% of the portfolio is positioned in Industrial companies and 18% is posi-

tioned in Consumer Discretionary companies.
	� We increased our cyclical exposure in the portfolio by adding two Energy 

companies during the month while removing a less cyclical Energy com-
pany and a Utility company.

SMID Cap Core U.S. Equity
	� Navigator® SMID Cap holds 54.6% in small-cap stocks with balance in 

mid-cap stocks and cash.
	� Three sectors – Industrials, Financials and Consumer Discretionary all 

have weights around 17% and represent our largest sector exposures. 
	� For December, our exposure to a university along with Real Estate helped 

our performance while our exposure to a furniture company dragged 
down both the Industrials sector and the overall portfolio. 

	� We slightly raised our weight in Healthcare to 15% by adding two Health-
care companies to the portfolio while removing another.

Taxable Fixed Income
	� High yield represents approximately 15% of the portfolio’s holdings.
	� Credit risk slightly reduced in high yield due to BB bonds that were called. 
	� 30% of the portfolio is positioned in less than 2 years duration versus 

benchmark of 17%.
	� Cash levels in the portfolio are usually around 1%, but are currently at 

4-6% as we look for opportunities in the New Year.
	� In our view, increased cash levels with investment grade trading at the 

tightest spreads of the year and BB spreads at record lows, seems pru-
dent going into year end.

Tax-Free Fixed Income
	� The portfolio is overweight the 5 to 5.99-year duration bucket versus the 

benchmark and is underweight the 4 to 4.99-year duration bucket versus 
the benchmark. 

	� The portfolio is overweight in school district G.O.s and Healthcare.
	� The yield curve steepened for the third straight month, however per-

formance was in line as the portfolio benefited from the yield curve roll 
down, which occurs at year end. The yield curve roll down is specific 
to municipal bonds due to the optional call feature on premium bonds. 
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Economic Gauges Clark Capital’s Top-Down, Quantitative Strategies

The markets remained in risk-on mode in December, capping off the 12th strongest 
total return year for the S&P 500 in the post-WWII era. We are witnessing most style 
and factors performing similarly – a sign of market strength.  

Credit markets remain firm, with our models recently making new highs and favoring 
high yield bonds over U.S. Treasuries and cash equivalents. High yield spreads are 
very narrow, which translates to little price appreciation potential, but we believe that 
continued economic growth supports credit.  

Below are strategy updates from December: 

Alternatives 

	� In the 4th quarter, we added to gold and gold miners, both of which look 
to be breaking out.  

	� Since the equity market has now become extremely optimistic, we be-
gan to reduce equity exposure in the portfolio.  

	� We still favor emerging markets, commodity equity, and Euro financials.  

	� We are likely to reduce equity further; however, upon an overdue mar-
ket correction, we would look to increase equities again when valuations 
make the risk-reward more attractive.

Fixed Income Total Return
	� The FITR credit models recently made new highs and continue to favor 

high yield over Treasuries and cash.  The models remain risk-on for the 
foreseeable future.  

	� High yield spreads are very narrow and prone to widening, but that does 
not have to happen soon.  Still, with prices this risky, we believe the case 
for needing risk management is stronger than ever.

Style Opportunity 
	� Models favor quality stocks and buybacks, but the S&P 500 ranks very 

highly as well.

	� Though value is favored over growth, the margin is small, and our position 
could reverse fairly quickly. Only the large-cap vs. small-cap trend looks 
persuasive.

	� Most styles and factors are performing similarly, which is a sign of market 
strength.
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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. 

The S&P 500 Index is a stock market index that tracks the stocks of 500 large-cap U.S. companies.

The Nasdaq KBW Bank Index is designed to track the performance of the leading banks and thrifts that are 
publicly-traded in the U.S. The Index includes 24 banking stocks representing the large U.S. national money 
centers, regional banks and thrift institutions.

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.

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 tech-
niques 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 invest-
ment performance of the securities discussed herein. 

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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