
First Quarter 2023

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

Tony Soslow, CFA®

Co-Head of Equity

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

Portfolio Commentary

Navigator® SMID Cap Core U.S. Equity

Portfolio Manager

Company Name

Avg. 
Weight 

(%)
Contribution 
to Return (%)

Axcelis Technolo-
gies, Inc.

2.80 1.33

Lantheus Holdings 
Inc

2.16 1.09

Atkore Inc 3.45 0.69

Top Contributors as of March 31, 2023

Top Detractors as of March 31, 2023

Company Name

Avg. 
Weight 

(%)
Contribution 
to Return (%)

SVB Financial 
Group

0.02 -1.41

United Therapeu-
tics Corporation

2.33 -0.50

East West Bancorp, 
Inc.

1.78 -0.40

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 and the last 12 months.,contact: PortfolioAnalyt-
ics@ccmg.com. 

The Bullish Rate Hike 

Market Review

The collapse of Silicon Valley Bank (SVB) last month likely serves as a financial history 
watershed moment for both economic expectations and the Fed’s policy reaction to 
it moving forward. SVB’s quick implosion, coupled with accelerated disintermediation 
across the banking sector, was the first tangible evidence that the aggressive 12-month 
5% Fed policy tightening could inspire depositors to demand higher interest rates and 
highlight the contractionary effects of an inverted yield curve. 

Just as the low inflation and interest rate environment of the 10-year period ending 
2021 helped large-cap growth stocks at the expense of value, March and year-to-date 
performance have favored these longer duration, higher quality assets. Large-cap 
growth’s nearly 7% gain in March and 14% gain year to date have been supported by both 
a 0.40% decline in 10-year Treasury rates this quarter and increased profit margin efforts 
by the big growers in a slowing economic environment. Lifting their sustainable margins, 
Apple, Microsoft, Google, Amazon, Meta, and other companies use slowdowns to “trim the 
fat” and bear markets to pursue accretive merger transactions.

While large-cap growth rallied 14% this quarter in the month, large-cap value barely 
budged up only 1% and the lower quality, less economically flexible and financing 
dependent small-caps rallied 3%. Foreign stocks continue to benefit from their relative 
value opportunity and strong business momentum, gaining 7% for the quarter. As current 
P/E ratios for SMID-cap and international equities are 5 turns below large-caps, the 
near end of this Fed tightening regime provides support for these asset classes moving 
forward.

 

First Quarter Portfolio Highlights
 � Navigator® SMID Cap is positioned with 54.0% of the portfolio in mid-cap 

stocks with the balance in small-cap stocks and cash. 
 � As rolling recessionary conditions with sticky services sector inflation continue 

to push earnings estimates lower for a growing portion of the investing 
universe, we continue to balance the portfolio between what we believe are 
high quality, undervalued companies with improving business momentum and 
those highly antifragile, undervalued companies, which we believe will survive 
their current earnings downturn and thrive during the next economic recovery. 

 � Financials, Healthcare, Industrials, and Information Technology represent our 
largest sector weights, each greater than 13%. 

 � Our positioning in Information Technology and Industrials helped relative 
performance, while positioning in Financials and Utilities acted as a drag.  

 � During the quarter, to benefit from improving business fundamentals, the three 
most recent adds to the portfolio were Wesco, Alaska Air Group, and Catalyst 
Pharmaceuticals. The three most recent exits were Air Transport Services 
Group Inc., East West Bancorp Inc., and SVB Financial Group. 

 � The top three contributors to absolute portfolio return in the quarter were 
Axcelis Technologies Inc., Lantheus Holdings Inc., and Atkore Inc. The top three 
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References to market or composite indices, benchmarks or other 
measures of relative market performance over a specified period of time 
(each, an “index”) are provided for your information only.  Reference to 
an index does not imply that the portfolio will achieve returns, volatility 
or other results similar to that index. The composition of the index may 
not reflect the manner in which a portfolio is constructed in relation to 
expected or achieved returns, portfolio guidelines, restrictions, sectors, 
correlations, concentrations, volatility or tracking error targets, all of 
which are subject to change. Investors cannot invest directly in an index. 

The views expressed are those of the author(s) and do not necessar-
ily 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 nec-
essarily 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 con-
strued 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. 

This document may contain certain information that constitutes forward-
looking statements which can be identified by the use of forward-look-
ing 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 as-
surance, 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.

Equity securities are subject to price fluctuation and possible loss of 
principal. Stock markets tend to move in cycles, with periods of rising 
prices and periods of falling prices. Certain investment strategies tend to 
increase the total risk of an investment (relative to the broader market). 
Strategies that concentrate their investments in limited sectors are more 
vulnerable to adverse market, economic, regulatory, political, or other 
developments affecting those sectors

The volatility (beta) of a client’s portfolio may be greater or less than its 
respective benchmark. It is not possible to invest in these indices.The 
securities of mid-cap companies may be subject to more abrupt or er-

ratic market movements and may have lower trading volumes. 
The 10-year Treasury yield is the yield that the government pays inves-
tors that purchase the specific security. Purchase of the 10-year note is 
essentially a loan made to the U.S. government.  
 
Antifragile companies are those which possess a large majority of strong 
balance sheet, income statement and other metrics such as debt-to-eq-
uity, gross margins, earnings variability - which have shown to demon-
strate less stock price volatility on a going forward basis. Companies with 
poor credit metrics, high financial and operating leverage high historically 
been more fragile to adverse changes in economic and earnings condi-
tions. 
 
The price-to-earnings (P/E) ratio is the ratio for valuing a company that 
measures its current share price relative to its earnings per share (EPS). 
 
Foreign markets are any markets outside of a company’s own country. 
Selling in foreign markets involves dealing with different languages, 
cultures, laws, rules, regulations and requirements. 
 
Clark Capital Management Group, Inc. is an investment adviser regis-
tered 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

detractors to absolute portfolio return in the quarter 
were SVB Financial Group, United Therapeutics 
Corp., and East West Bancorp Inc.   

Positioning and Outlook

A sharply inverted yield curve and its implications for future 
economic growth swayed portfolio positioning in the 
first quarter and shed light on the likely path of earnings 
and economic growth through the rest of 2023. Although 
recessionary economic growth and lower inflation on the 
surface appear to threaten earnings in all sectors, we are 
beginning to tilt portfolios more towards growth and higher 
duration sectors. 

Just as Technology and Consumer Discretionary stocks 
suffered in 2022 in anticipation of lower earnings in 2023, the 
likely near end to Fed tightening provides confidence in these 
now attractively priced sectors. We have slightly “upped 
our beta” - modestly shifting from Consumer Staples to 
Discretionary, increasing our overall exposure to Technology 
and Communication and reducing exposure to Financials 
dependent on deposit stickiness and those Industrials overly 
exposed to commercial real estate.

Markets look forward; thus, we believe equity investors should 
not be dissuaded by forthcoming poor earnings reports as they 
reflect the effects of 5% of interest rate increases and tight labor 

conditions. We anticipate that both headwinds to the next few 
earnings reports will dissipate as companies adjust. Just as we 
have seen the largest antifragile tech companies begin cost-
cutting initiatives to sustain margins in an economic downturn, 
we anticipate that this behavior will spread as the slowdown 
rolls across economic sectors.


