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Clark Capital’s Bottom-Up, Fundamental Strategies 

Unprecedented monetary and fiscal policy as well as the gradual economic re-
opening gave investors reasons for optimism. As a result, this sparked a 21% rise in 
the S&P 500 during the second quarter, more than any quarter since 1998. The index 
recouped nearly all of its first quarter losses and is down just 3.1% year to date. Gains 
moderated in June as reversals in business openings in “COVID hot spots” threatened 
the shape of the economic recovery. Credit spreads have also reversed, widening on 
the prospects of higher future defaults further threatening banks and other lenders. 

Across the equity portfolios the top sector weights remain Technology, Healthcare, 
and Consumer Discretionary. Fixed income markets have been supported, with the 
Federal Reserve in the market. The portfolios have started to mature the front end 
of the barbell strategy and re-invest in longer dated bonds as we look to move the 
duration out toward the five-year range.  

We continue to remain cautious focusing on investments that represent high-quality 
liquid names. In other words, we believe credit selection and active portfolio man-
agement should continue to drive returns as we move through the summer and into 
the autumn season. 

Below are strategy updates from June:

All Cap Core U.S. Equity 

 � Navigator® All Cap Core remains fully invested with approximately 65% in 
large-cap stocks and the remainder in mid-/small-cap stocks and cash. 

 � To improve our growth and cyclical profile, we added two technology 
companies and an auto parts supplier. A high-quality furniture company 
was removed from the portfolio as prospects for commercial office fur-
niture demand have not kept up with those of the rest of the economy. 

 � Technology and its large-cap components continue to dominate both 
the performance and weight of the portfolio. Technology remains the 
largest sector weight in the strategy at 23.3%. 

 � Healthcare remains our second largest sector exposure, at 14.7%. Con-
sumer Discretionary and Financials represent our next largest sector al-
locations.

 � All Cap’s quality characteristics, like those in Navigator® ADR, Small and 
SMID as measured by earnings variability, gross and net margins, have 
now tilted towards a barbell of the highest quality high margin and high 
yield companies. 

High Dividend Equity 
 � Year to date, dividend growers have outperformed all other dividend 

categories. On a positive note, 115 S&P 500 companies have announced 
dividend increases, although over half of the announcements occurred 
before the pandemic escalated in March. 

 � For the month, the highest contributing sectors included Technology, Fi-
nancials and Consumer Discretionary while the lowest contributors were 
Energy, Industrials and Real Estate. 
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International Equity ADR 
 � Navigator® ADR/International Equity remains fully invested and has be-

gun to increase its emerging market weight to 15.1% from a May 11.5% low 
as prospects for global economic growth begin to stabilize. 

 � Similarly, our weight in Japan is down to 16% from 20% at the height of 
the pandemic.

 � Financials and Technology remain our largest sector weights and Japan, 
Switzerland and Britain are our largest country weights. While U.S. secu-
rity selection has been concentrated in the large-cap growth area, per-
formance is broadening internationally. 

 � The portfolio’s quality characteristics as measured by earnings variability, 
gross and net margins have now tilted towards a barbell of the highest 
quality high margin and high yield companies.

Small Cap Core U.S. Equity 
 � Navigator® Small Cap remains fully invested with 70% of the portfolio in 

small-cap stocks with the balance in mid-cap stocks and cash.
 � Four sectors – Industrials, Consumer Discretionary, Healthcare, Finan-

cials and Technology all have weights between 14-19% and represent our 
largest sector exposures.

SMID Cap Core U.S. Equity
 � Navigator® SMID Cap remains fully invested with 60% of the portfolio in 

small-cap stocks with the balance in mid-cap stocks and cash. 
 � Industrials, Healthcare, Financials, Consumer Discretionary and Technol-

ogy represent our largest sector weights, each greater than 13.5%. 

Taxable Fixed Income
 � June 16th 2020 was rumored to be the first time the Fed began buying in-

dividual corporate bonds. The market responded enthusiastically to the 
new buyer in the front end of the yield curve.  Bonds were purchased out 
to 2025 fitting the profile of the Fed in the market. 

 � The portfolio has started to mature the front end of the barbell strategy 
and re-invest in longer dated bonds as we look to move the duration out 
toward the five-year range.

 � Existing sectors that we continue to add to are Housing and Technology.
 � During the month, the portfolio added the following sectors to the strat-

egy: gold miners and companies that would benefit from an infrastruc-
ture bill.

Tax-Free Fixed Income
 � During the month of June, muni weekly performance was mixed, but 

finished the month with a positive total return of 0.53%. Muni yields re-
mained stable during the month. 

 � Our muni bond fixed income strategy focuses on reducing risk, increas-
ing liquidity, and maintaining long-term income as we continue to navi-
gate a challenging environment resulting from the uncertainty caused by 
the COVID-19 pandemic. 

 � To do so, we continue to allocate to high quality bonds focused on es-
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sential services and to local bonds backed by stable property tax bases. 
During the month, allocations were made to water, utilities, and school 
district bonds.

 � Moving forward, we believe fund flows are likely to remain positive as net 
supply continues to increase over the summer months, keeping yields 
stable. 

 � Relative valuations of municipal bonds versus Treasuries have come 
down from recent extreme highs in March, but with the 5-year Bloom-
berg AAA ratio finishing the month at 139 %, municipal bonds still provide 
attractive relative value compared to U.S. Treasuries, which should help 
keep demand elevated as we move through the dog days of summer. 

Clark Capital’s Top-Down, Quantitative Strategies

The broad equity market enjoyed its third straight month of gains in June, and has 
recouped much of the losses during the bear market. There was a sharp, but brief, 
style rotation with mid- and small-cap value stocks outperforming in early June, but 
it didn’t last as large-cap growth reasserted its leadership position. 

The Navigator® Style Opportunity portfolio suffered some relative underperformance 
as a result of the rotation but is now positioned with a healthy large-cap growth al-
location.  Credit spreads blew out during the March sell-off with high yield spreads 
reaching 1100 bps. Spreads had collapsed to as low as 536 bps in early June. Now, 
however, the virus is surging in some places both here in the U.S. and globally, and 
concerns are growing about a second wave and its possible economic ramifications 
with affected hot spots partially shutting down again. 

Risk assets have recently shown some weakness and credit spreads have turned 
higher, reaching 630 bps on June 29th. In particular, high yield bonds have begun 
to weaken and U.S. Treasuries have strengthened.  As a result, the Navigator® Fixed 
Income Total Return models have turned cautious and the strategy is allocated to 
intermediate-term U.S. Treasuries.

Below are strategy updates from June:

Alternative 

 � The portfolio added a market neutral income fund, a long/short real es-
tate fund, and sold a managed futures fund recently.  

 � High yield municipal bonds were sold, and we added to a merger arbi-
trage position.  

 � While we have been reducing gold, we added silver to the portfolio since 
its technical and cycle profile currently look better than gold.

Fixed Income Total Return
 � High yield bonds surged into early June, as Treasuries also sold off. 

 � Beaten down, debt-ridden companies and their debt enjoyed a surge 
amidst optimism around a re-opening economy. However, the trend 
quickly reversed as a second outbreak of COVID-19 began to spread 
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through the U.S. 

 � High yield debt began to fade and Treasuries were resurgent.  

 � By the end of June our models turned defensive, and we sold high yield 
debt and moved into intermediate duration U.S. Treasuries.

Style Opportunity 
 � The portfolio moved into mid- and small-cap value stocks in early June 

after they enjoyed a huge surge, but the surge quickly reversed, causing 
some underperformance in the portfolio.  

 � Only a few weeks later we moved back into favoring large-cap growth  as 
the top position. Mid-cap growth also ranks very high in our matrix.  

 � We still own small-cap growth, but it is a candidate for sale, with large-
caps looking resurgent once again.
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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.

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.

Municipal securities can be affected by adverse tax, legislative or political changes and the financial conditions 
of the issuers of the municipal securities.

Municipal bonds can be significantly affected by political and economic changes, including inflation, as well as 
uncertainties in the municipal market related to taxation, legislative changes, or the rights or municipal security 
holders. Municipal bonds have varying levels of sensitivity to changes in interest rates. Interest rate risk is gen-
erally lower for shorter-term municipal bonds and higher for long term municipal bonds.

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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