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The third quarter fixed income themes were dominated by positive macro data in July,
Author accommodative Fed commentary in August, and heightened political uncertainty in
September. During the quarter, COVID-related news returned to the front burner as
both Europe and the U.S. experienced a significant uptick in new cases. At the begin-
ning of the quarter, the yield on the 10-year U.S. Treasury bond was 0.66%; it finished
the quarter on September 30th with a slightly higher reading of 0.69%.

Investment grade credit spreads compressed by 14 basis points and high yield
spreads declined by 109 basis points during the quarter as both markets experienced
positive fund flows with investors adding over $110.4 billion to investment grade
funds and over $5.6 billion to high yield funds. Fund flows contributed to the positive
performance for the corporate bond credit markets during the third quarter.

The Bloomberg Barclays Intermediate Corporate Bond Index finished the quarter up
1.33%. Municipal bonds finished the third quarter slightly higher. Using the Bloomberg
Barclays Municipal Bond Total Return Index as a reference, the muni market appreci-
ated 1.23% on a total return basis during the quarter.
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The 5-year MMD scale experienced a 17 basis point drop during the quarter ending
on September 30th with a reading of 0.26% as positive fund flows for the asset class
drove municipal bonds yields lower during the third quarter. According to the Invest-
ment Company Institute (ICI), the municipal bond asset class experienced positive
fund flows totaling over $26.2 billion during the third quarter (as of 09/23/2020),
continuing a positive inflow trend from the prior quarter.

Below is a monthly recap of the third quarter:
July

In July, a tailwind from Central Bank policy, coronavirus vaccine optimism, positive
expectations surrounding a fifth coronavirus relief package, and positive earnings
surprises, were all cited as factors supporting optimistic investor sentiment dur-

ing the month. The U.S. Central Bank responded to the corona virus pandemic by
proposing a financial asset purchase program, increasing its balance sheet by over
$3.0 trillion from February to July to sustain market liquidity. This unprecedented
policy response has suppressed interest rates, compressed corporate bond spreads,
dampened volatility, and smothered bearish positioning. Bond yields continued to fall
during July as the U.S. 10-year Treasury bond yield dropped by over 0.12% finishing
the month with a yield of 0.53%.

Muni yields followed suit, decreasing by 18 basis points and finished the month with
a 0.23% yield on July 31st, using the 5-year MMD scale. The muni market finished
July with an impressive 1.16% positive performance as referenced by the Bloomberg
Barclays 5-year Municipal Bond Index. The corporate bond market experienced a
noteworthy positive performance of 1.50% during the month, as referenced by the
Bloomberg Barclays Intermediate Corporate Bond Index.

August

The risk-on rally continued in August as investors continued to push equity markets
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higher. U.S. Treasuries finished lower as the yield curve
steepened during the month. The 10-year U.S. Treasury be-
gan August at 53 basis points and finished the month higher
with ayield of 71 basis points. The primary performance
driver in August was attributed to continued massive mon-
etary and fiscal stimulus implemented as a result of the of
the coronavirus outbreak, with many investment strategists
predicting the Fed's balance sheet could eventually exceed
$20 trillion.

The FOMC announced at the end of month its intention to
implement further policy accommodation if inflation contin-
ues to fall short of expectations. The corporate bond market
performance was flat with the Bloomberg Barclays Interme-
diate Corporate Bond Index returning 0.00% in August. Mu-
nicipal bonds performance was negative during the month
following the sell-off in the U.S. Treasury market.

The 5-year MMD scale finished up 3 basis points in August,
finishing the month with a yield of 0.26%; the Bloomberg
Barclays 5-year Municipal Bond Index declined by 0.04%
during the month. Despite investor worry over the inability
of the White House and Congress to reach a deal on a fifth
coronavirus relief package, municipal bond mutual fund
lows remained positive in August as investors added over
$10.5 billion into the asset class during the month, accord-
ing to ICI, continuing a positive trend from the spring.

September
U.S. Treasury yields were mostly stable during September.

The 10-year U.S. Treasury started the month yielding 71 basis
points and finished the month relatively flat with a yield of
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69 basis points. The coronavirus pandemic remained an
overhang during the month as many European countries
observed a significant increase in positive cases and the U.S.
death toll eclipsed 200,000. The White House and Congress
continued to differ on the size and scope of a possible fifth
round of coronavirus fiscal stimulus.

The September FOMC meeting minutes indicated that the
Fed has no intention to raise rates until at least 2023, and
reiterated their August guidance towards a flexible inflation
target. Election and political uncertainty were consistent
throughout the month. The death of Supreme Court Justice
Ruth Bader Ginsburg increased political uncertainty as Dem-
ocrats resist President Trump's Supreme Court nominee,
potentially lowering the likelihood of a Congressional agree-
ment towards an additional round of coronavirus stimulus. At
the end of the month, the presidential candidates squared
off an in raucous debate that was filled largely with more
interruptions than policy positions, leaving investors unclear
on the candidates’ plans as we march into the November
election.

Positive fund flows continued in September as investors
seemed to ignore the political uncertainty during Septem-
ber by adding over $6.2 billion (as of 09/23/2020) to mu-
nicipal bond mutual funds during according ICI. The 5-year
MMD scale finished September relatively flat, yielding 0.26%.
The municipal bond market logged a modest rise in Sep-
tember as the Bloomberg Barclays 5-year Municipal Bond
Index improved slightly by 0.16%. Corporate bonds posted

a modest decline during the month as the Bloomberg Bar-
clays Intermediate Corporate Bond Index declined 0.18%.
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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.

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
or an investment), credit, prepayment, 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).

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 inter-
est rates. Interest rate risk is generally lower for shorter-term municipal bonds
and higher for long term municipal bonds.

The Bloomberg Barclays US Intermediate Corporate Bond Index measures
the investment grade, fixed-rate, taxable corporate bond market. It includes
USD-denominated securities publicly issued by US and non-US industrial,
utility and financial issuers that have between 1 and up to, but not including, 10
years to maturity.

The Bloomberg Barclays US Treasury: 10-Year Treasury Index measures US
dollar-denominated, fixed-rate, nominal debt issued by the US Treasury with
10 years to maturity.

The Bloomberg Barclays U.S. Municipal Total Return L Index covers the USD-
denominated long-term tax exempt bond market.
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The Bloomberg Barclays 5-Year U.S. Municipal Index covers the USD-denomi-
nated long-term tax exempt bond market for bonds with 5-year duration.

MMD Index means the interest rate released by Municipal Market Data for

its "Aaa" General Obligation Yield for uninsured bonds for a term equal to the
remaining numbers of years from the effective date of the Alternate Term
Rate to the Maturity Date, rounded up to the nearest full year in the event of a
partial year.

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.
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