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Portfolio Manager Q4 Report Card: Mission Accomplished

Market Review

October was a challenging month for bonds as the election, stimulus deals and SCO-
TUS appointment weighed heavily on the market. However, November and December 
saw a strong rebound as demand for fixed income accelerated.

A positive November and December enabled the fourth quarter of 2020 to end on a 
positive note as the Bloomberg Barclays U.S. Aggregate Bond Index returned 67 basis 
points. The Bloomberg Barclays Intermediate Corporate Total Return Index was up 
176 basis points. Negative rates persisted globally, and we noticed a steady foreign 
demand. The persistent demand for bonds kept volatility low during the quarter as any 
supply was easily absorbed.

Spreads compressed during the quarter as the average Bloomberg Barclays Corpo-
rate Index option-adjusted spread (OAS) contracted from 136 basis points to 96 basis 
points at year end. This marked a full recovery from starting 2020 at 93 basis points 
after peaking in March at 373.

The front-end of the yield curve remained unchanged for the quarter. 2-year yields 
closed at 12 basis points (down 1 basis point). The biggest change was where 10-year 
rates rose 24 basis points to close the quarter at 91 basis points. The result was a 
steepening yield curve of 2-10 years to 79 basis points.

The markets ended the last two weeks of December with relative calm. The steepen-
ing yield curve helps banks, and we believe it is a sign of confidence in future eco-
nomic growth. The report card for Q4 and year end is A+ and mission accomplished by 
Fed Chairman Powell. 

Fourth Quarter Performance Highlights
 � Liquidity is not always a measurable number, but rather more of a confidence 

indicator of a functioning market. In that vein, we saw BB credits refinance sev-
eral of our holdings. 

 � We have had positive views on housing bonds for several years. Two of our 
housing holdings were upgraded by Moody’s to investment grade, which set 
off a rally in the housing sector. A mortgage insurances and services company, 
a long-term holding of ours, benefited from a strong housing market as well.

 � Economic sectors that would benefit from a vaccine roll-out rebounded as 
well. Two of our hotel chain holdings along with a luxury fashion brand and a 
luxury department store had credit spreads tighten.

 � A few of our Energy holdings lagged during the quarter. One of our Healthcare 
holdings was also a laggard as the stock refused to rally, and leveraged buyout 
rumors circulated.
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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 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, manage-
ment fees or other costs. It is not possible to make an investment directly in 
any index.

The Bloomberg Barclays US Aggregate Bond Index is a broad-based flagship 
benchmark that measures the investment grade, US dollar-denominated, 
fixed-rate taxable bond market. The index includes Treasuries, government-
related and corporate securities, MBS (agency fixed-rate pass-throughs), ABS 

and CMBS (agency and non-agency).

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 Corporate Bond Index measures the investment 
grade, fixed-rate, taxable corporate bond market. It includes USD-denominat-
ed securities publicly issued by US and non-US industrial, utility and financial 
issuers.

Ba2/BB are rating designations used by the top three credit rating agencies 
for a credit issue or an issuer of credit that signify higher degrees of default 
risk on their rating spectrums. Moody’s Investors Service uses Ba2, while S&P 
Global Ratings and Fitch Ratings use BB.

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

Positioning and Outlook

The portfolio had a recurring theme of increasing its posi-
tion in Technology and Housing during the quarter. We also 
continue to look for excess yield in the BB credit space. We 
believe that identifying BB credits in the front-end of a com-
pany’s debt stack that can be re-financed given today’s low 
short-term rates and liquidity can add to returns.

We are looking for a return in 2021 of the consumer to be 
the dominant theme later in the year. We are overweight in 
Consumer Discretionary and Materials, with a slight over-
weight to Information Technology and Energy. The portfolio 
is underweight Consumer Staples, Utilities and Healthcare. 
We are also underweight Financials, which has been more 
of an issue of finding regional banks. We look to increase ex-
posure in regional banks in the New Year. Portfolio duration 
continues to be in the 4-year range.

We believe that credit spreads and security selection will 
be the key drivers of return as we turn to Q1 2021. A new 
administration could look to introduce both an infrastructure 
bill and a new pandemic stimulus package. 

OAS starting the year at 96 could make it difficult for invest-
ment grade credit to tighten much further without sellers 

appearing. If a move lower in spreads occurs and the new 
issue calendar increases dramatically, any tightening of 
spreads may be short lived. We believe callable BB paper 
that can benefit from a stimulus package will be key for 
producing excess return. 

Given an eventual vaccine rollout, we would suspect that 
the yield curve will rise. Looking at stocks as a guide, many 
charts look poised to return to pre-pandemic prices. In our 
opinion, that would mean the 10-year Treasury’s first move 
would be to a 1.20 yield, and then into the 1.40-1.50 area. Po-
sitioning in the front-end of the yield curve may be the best 
solution while waiting to see if yields rise to pre-pandemic 
levels. 

We remain diligent in our belief that active fixed income 
solutions are beneficial in a constantly changing rate and 
credit environment. 


