
First Quarter 2021

Past performance is not indicative of future results.
This is not a recommendation to buy or sell a particular security. Please see attached disclosures.

Mason Wev, CFA®, CMT®, CAIA®

Senior Portfolio Manager

One Liberty Place      1650 Market Street      53rd Floor      Philadelphia, PA 19103      800.766.2264      ccmg.com

Portfolio Commentary

Navigator® Global Tactical

Portfolio Manager

Company Name

Avg. 
Weight 

(%)
Contribution 
to Return (%)

iShares Core S&P 
Small Cap ETF

22.17 3.91

SPDR Portfolio S&P 
500 ETF

46.51 2.96

Top Contributors as of March 31, 2021

Top Detractors as of March 31, 2021

Company Name

Avg. 
Weight 

(%)
Contribution 
to Return (%)

iShares Core MSCI 
Total International 
Stock ETF

19.39 0.89

Vanguard FTSE 
All-World ex-US 
Small-Cap ETF

8.83 0.47

Source: Factset. For illustrative purposes only. Past 
performance does not guarantee 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 “contribution” 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. 

Stocks Outperform Treasuries by Most 
Since 2009

Market Review

Even though we have been living through the disruptive effects of a pandemic, mar-
kets and the economy have recovered beautifully from the initial shock in February 
and March of 2020. The first quarter of 2021 saw the recovery move towards broad 
optimism. Vaccines are being widely distributed, and individual mobility has picked up. 

Many people began to book travel plans, and investor expectations surged higher. 
The economic growth numbers that we will see over the next few quarters could well 
be the highest in our lifetime. Markets responded in kind, with cyclical stocks lever-
aged to the economy and small-caps soaring higher, easily overcoming a 0.8% move 
higher in the 10-year Treasury.

Even though markets bottomed just over a year ago, the first quarter saw an over 20% 
gap between the S&P 500 Index gains and the losses on long Treasury bonds. This 
proved to be the largest disparity since the second quarter of 2009, which marked 
the bottom after the Financial Crisis. Investors have delivered a broad verdict that the 
economy will recover over the next few quarters. The easy money tied to the recovery 
trade has been made. While we expect gains to become more muted as 2021 pro-
ceeds, underlying conditions continue to be robust. 

First Quarter Performance Highlights
	� When in risk-on mode, the portfolio allocates 70% to U.S. equity and 30% to 

international equity; for each region, it gives 70% weight to large caps and 30% 
to small-caps. The resulting portfolio is very broad, with a global reach, and a 
miniscule 0.055% aggregate expense ratio.

	� The portfolio owns two U.S. equity ETFs and two international equity ETFs. The 
S&P Small Cap 600 ETF (IJR), driven by a 18.4% gain, was the portfolio’s top 
contributor, despite being less than half the portfolio weight of the S&P 500 
ETF (SPLG), which was the second largest contributor. 

	� The portfolio’s two international ETFs were detractors, as emerging markets 
lost relative strength. International small-caps held up fairly well, a sign of the 
market’s breadth and strength.

Positioning and Outlook

The Global Tactical portfolio enters risk-on positions when its credit-driven models 
favor risk-on; it sells equities and moves into Treasuries or cash when the models 
indicate negative broad credit trends. After a brief step away from equities in July, the 
portfolio moved back into equities on July 30th, and our credit models have kept us 
solidly positioned in equities ever since. 
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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 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 MSCI All Country World is a market capitalization weighted index de-
signed to provide a broad measure of equity-market performance throughout 
the world.

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

This enabled us to enjoy strong gains, particularly in U.S. 
small-caps. The market’s strong bullish dynamic during 
the first quarter included positive news on a COVID vac-
cine, strengthening earnings expectations, tightening credit 
spreads, rising interest rates, and strong market breadth. As 
a result, our credit-driven models persistently made new 
highs and never came close to a defensive retrenchment. 
Since July 30th, the portfolio’s four holdings have produced 
strong returns relative to the benchmark ETF, the MSCI All 
Country World Index ETF (ACWI, up 23.1%). In contrast, fixed 
income has produced losses, and the iShares 7-10 Year 
Treasury ETF (IEF) is down 7.5%.

Looking forward, we expect the economic re-opening to 
keep markets strong even if the gains are less sizeable 
through the next few quarters. Credit markets continue to 
give all clear signals, and technicals and breadth remain 
robust. Valuations and investor sentiment present serious 
concerns, as one year forward S&P 500 P/E ratios have hit 
23, levels last seen in 1999-2000. 

Valuation indicators, however, have rarely proven to be good 
timing tools. A weakening in earnings expectations, loss 

of confidence in credit markets, and most importantly, a 
reining in of purchasing by the Fed are the catalysts we are 
most focused on. 

Right now, all of these factors are greenlights, and they 
are more likely to be an issue in 2022 or 2023. The Federal 
Reserve has signaled its intentions to let the recovery and 
economic growth run hotter than in the past. That increases 
the probability that this bull market has even a few more 
years left to run. While we understand that many people 
may disagree with the Fed’s massive purchases and easing 
stance, we are mindful that those who bet against them will 
be hard pressed to stand in the way of their market-driving 
power. 

As always, our credit-driven models will be our primary 
guide in allocating risk. This approach allows us to manage 
downside risk, as we saw during the pandemic-driven de-
cline last March. Valuations indicate that sometime over the 
next few years, risk management and capital preservation 
will become essential again. We remain bullish for now, but 
ready to pull in the reins when market confidence ebbs. 


