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Company Name

Avg. 
Weight 

(%)
Contribution 
to Return (%)

SPDR Portfolio S&P 
500 ETF

49.55 2.69

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

8.89 0.23

iShares Core MSCI 
Total International 
Stock ETF

18.73 0.04

Cash 2.07 0.00

Portfolio Holdings as of September 30, 2021

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. 

Credit Markets Indicate Underlying 
Bullishness

Market Review

2021 came in with a mighty roar, as during the first quarter alone, small-caps stormed 
to an 18% gain and outperformed the S&P 500 by 12%. However, small-cap relative 
strength peaked on March 31st and at the same time, the 10-year U.S. Treasury yield 
peaked at 1.75%. The economic re-opening theme that favored cyclicality began to 
come under fire, most prominently from the emergence of a very potent COVID Delta 
strain, but also from supply chain disruptions, surging product input costs, and weak-
ness in China. 

The second and third quarters saw a return to the slower growth themes of the years 
prior to COVID, with large-caps, Technology, and quality providing leadership. The 10-
year U.S. Treasury yield declined from 1.75% to 1.17% in early August, when Delta strain-
driven cases began to spike. Not surprisingly, small-cap relative strength moved in 
tandem with Treasury yields. 

Though the S&P 500 produced seven consecutive months of gains since Janu-
ary, market breadth narrowed and very few market segments could outperform the 
major indexes themselves. Finally, in September, markets sputtered and the S&P 500 
underwent its first 5% correction in 11 months. On September 22nd, the Fed hinted that 
it would move up its timeline for tapering its asset purchases. That caused an instant 
change in market character, as interest rates spiked by 20 basis points, and cyclical 
stocks, Financials and small-caps surged, while growth stocks, which are surprisingly 
interest rate sensitive, lost relative strength. 

We are watching closely to see if cyclical factors are able to reassert leadership into 
the end of the year. As the fourth quarter begins, the credit models that guide the 
Global Tactical portfolio continue to forecast a bullish environment for stocks. As a 
result, we view the recent correction as buyable. 

Third Quarter Performance Highlights
	� The portfolio was positive on equities and thus held onto its two U.S. and two 

international equity ETFs. While U.S. large-caps produced small gains, the oth-
er holdings produced losses, an indication that market breadth and participa-
tion were lacking.

	� U.S. large-caps continue to lead markets, and were the only holdings to pro-
duce gains. Strong Technology and growth stock performance combined with 
lower interest rates to push the S&P 500 Index higher, while a strong dollar 
combined with weakness in China to drag down international equities.

	� When our models favor risk-on and stocks, 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.



Third Quarter 2021

Portfolio Commentary | Navigator® Global Tactical

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

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).

Non-investment-grade debt securities (high-yield/junk bonds) may be subject 
to greater market fluctuations, risk of default or loss of income and principal 
than higher-rated securities.

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 mar-
kets countries.

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 10 Year Treasury Rate is the yield received for investing in a US govern-
ment issued treasury security that has a maturity of 10 year. The 10 year 
treasury yield is included on the longer end of the yield curve. Many analysts 
will use the 10 year yield as the “risk free” rate when valuing the markets or an 
individual security.

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, management fees 
or other costs. It is not possible to make an investment directly in any index.

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 Global Tactical portfolio enters risk-on positions when 
its credit-driven models favor risk assets (equities); it sells 
equities and moves into Treasuries or cash when the models 
indicate negative broad credit trends. The portfolio has 
owned equities for over 14 months now (since July 30th of 
last year), and our credit models have held, producing bull-
ish readings and have yet to waiver or signal concern. We 
feel our 14-month holding period in equities has enabled our 
clients to enjoy gains, particularly in U.S. small-caps. While 
many of the portfolio’s holdings stalled in the third quarter, 
we enter the fourth quarter with investor sentiment having 
reached its lowest levels since April of 2020. Combined with 
a strong credit backdrop, the market’s technical oversold 
position makes us comfortably bullish going into what is 
usually a cyclically strong part of the year.

Looking forward, stocks have undergone a September cor-
rection and investors have become their most pessimistic 
since the March/April 2020 selloff. We believe it’s most likely 
that equity investors’ concerns will prove fleeting, and that 
stocks will continue on an upward path through the end 
of the year. In particular, we point towards credit markets, 
which remain strong and unmoved by the noise and selloff 
in stocks. 

Along the same lines, credit markets are undisturbed by 
events and noise in Washington, like the debt limit fracas. 
We believe that 2022 will provide a much more turbulent 

environment for equity investors, with many potential stum-
bling blocks to overcome, including corporate margins com-
ing under pressure from rising wages and materials costs, 
global central banks tightening financial conditions (or at 
least reducing their easing), and one year forward P/E ratios 
on the S&P 500 that are near the 1998 to 1999 peaks. 

Markets also struggle when earnings growth slows, as it 
most likely will after a huge surge in 2021. Finally, mid-term 
election years often produce corrective activity and weak-
ness. Of course, predicting a market top is a dangerous 
activity that can be harmful to portfolios if you panic and sell 
before even any signs of weakness. Thus, despite the list 
of questions and concerns we have just listed, we remain 
bullish because our models indicate impressive underlying 
strength. We do not yet see any cracks in the foundation of 
this bull market, though we are watching vigilantly.

The Global Tactical portfolio’s philosophy is driven by the 
belief that we can add value to our clients’ portfolios by 
wisely and opportunistically reducing risk, rather than tak-
ing on greater than market risk in order to maximize upside. 
Valuations approaching all-time highs and peaking corpo-
rate earnings and margins warn that sometime over the next 
few years, risk management and capital preservation will 
become essential again. We remain bullish for now as the 
coast appears clear, but always stand ready to pull in the 
reins if and when market confidence turns.


