
Fourth 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.

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 (%)

SPDR Portfolio S&P 
500 ETF

26.07 3.37

iShares Core S&P 
Small Cap ETF

11.47 2.28

iShares Core MSCI 
Total International 
Stock ETF

16.83 1.72

Top Contributors as of December 31, 2023

Top Detractors as of December 31, 2023

Company Name

Avg. 
Weight 

(%)
Contribution 
to Return (%)

SPDR Portfolio S&P 
500 ETF

13.66 0.20

JPMorgan Ultra-Short 
Income ETF

4.43 0.08

PIMCO Enhanced 
Short Maturity Active 
ETF

4.43 0.05

4th Quarter Rally Proved End of Fed Rate 
Hike-Driven Weakness

Market Review

It’s always darkest before the dawn, and it again proved true during the 4th quarter 
of 2023. For two years, investor psychology has been driven by a near sole focus on 
the Fed’s tightening cycle, and markets have struggled. Since the market peak on 
December 31st, 2021 through October 26th, 2023, even the tech-heavy NASDAQ 100 
was down 12.6% and the S&P Small Cap ETF endured a full on 20.7% bear market 
decline. 

However, interest rates peaked on October 19th in anticipation of the Fed ending its 
tightening regime, and as Powell’s early November comments verified a pause was in 
place, stalled equity, and particularly credit markets, immediately responded. A rally 
followed, driven by a massive reversal in interest rates over two months; the 10-year 
Treasury yield peaked at 5.0% on October 19th, but by December 27th, it had fallen to 
3.88%. 

The S&P 500 produced a 15.7% gain from the October bottom through the end of the 
year, and the magnitude of the interest rate moves enabled the 20+ Year Treasury ETF 
to even outpace that with a 17.8% gain.  We were particularly pleased to see expanded 
market breadth and participation – the missing key ingredient since the end of 2021. 
This enabled small-caps to storm 22.6% higher from the October low.  

Over 90% of stocks exceeded their 50-day moving averages for the first time since June 
2020.  Prior losers such as Banks and Real Estate outperformed during a bull market, as 
small-caps and value stocks led the way during the quarter.  

Growth and Technology stocks were the clear winners during all of 2023, as the 
NASDAQ 100 was up 55.0%, driven by the magnificent seven Tech mega-cap stocks. For 
most of 2022 and 2023, Technology stock strength masked underlying broad market 
weakness, as higher interest rates drove financing costs higher, hitting many cyclical 
sectors hard. However, the November and December rally enthusiastically welcomed 
an end to monetary headwinds.   

Fourth Quarter Portfolio Highlights 

	� 	The portfolio began the quarter by moving from equities into defensive cash 
equivalents as surging interest rates drove credit and equity markets into a 
correction. Interest rates peaked and began to roll over in late October, and 
when the Fed’s statements made its pausing stance clear, interest rates and 
credit markets responded positively. 

	� 	Within days, our models turned positive, and on November 6th, the portfolio 
moved out of cash and into equities, taking a risk-on stance. Since purchasing 
equities on November 6th, the S&P 500 is up 9.6%, while small-caps surged 
16.4% higher. International equities kept pace, with broad international equities 
up 9.1%, and international small-caps up 10.8%. 

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:  
PortfolioAnalytics@ccmg.com.
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	� 	When positive on equities, the portfolio contains a 70-30 mix between U.S. large-cap and small-cap stocks. Our 
portfolio usually employs a 70-30 mix between U.S. and international equities; however, in May, we chose to deviate 
from this and overweighted international equities, moving to a 60% U.S. and 40% International mix. The change was 
driven by a large valuation gap between U.S. and international equities, and our belief that the Fed’s eventual pause 
will create downward pressure on the dollar, boosting international equities.   

	� Over 3, 5, and 10-year time periods, the S&P 500 is outperforming broad international equities by at least 8%. As a result, 
the valuation gap between international and U.S. equities remains vast, and we believe international equities could 
present opportunities. However, for international to outperform in the long-term, U.S. Technology stocks would need to 
lose their earnings power and leadership, which is a difficult bet to make on a sustained basis.

Positioning and Outlook

Our base expectation for 2024 foresees a modest growth slowdown, particularly in the first half of the year, with better 
economic performance in the second half of the year. Inflation continues to trend downward, and yet real interest rates, which 
the Fed is particularly focused on, remain elevated. This should comfort the Fed and encourage them to at least normalize the 
yield curve. 

Furthermore, corporate profits, particularly for cyclically sensitive manufacturing industries, were crushed in 2022 and early 
2023. They have only begun to recover. While the consumer has spent much of their excess savings from the COVID era, 
consumer balance sheets are solid, and real income driven by a strong wage market should provide an economic tailwind. 

Declining interest rates should stabilize mortgage rates and provide a boost to a beaten down manufacturing sector. The JP 
Morgan Global Manufacturing PMI has been below 50 and in contraction mode for 15 months, yet we have not seen the effects 
of this slowdown in the form of a recession.  Instead, we have seen stocks that are part of the manufacturing economy (now 
under 40% of the US economy) lag behind the dynamic and innovation-driven services sectors. We believe a global rebound in 
construction and manufacturing would benefit value-oriented U.S. stocks along with major exporters like China and Germany.

The quantitative models that drive the Global Tactical portfolio allocations examine trends in credit markets to determine 
whether risk-taking is being rewarded or punished. After the tremendous 4th quarter rally, high yield credit spreads have 
declined to only 3.2%, which is certainly historically on the lower side.  We know from past experience that spreads can decline 
further, and from 2004 to 2007 and in 2021 spreads held below 3% for extended periods. Now that the monetary headwinds 
have finally been eased, broad investor behavior has anticipated a recession, driving long-term interest rates down and 
inverting the yield curve.  

With the markets pricing in six rates expected rate cuts into 2024, it would only require decent and average economic 
performance to upset such an optimistic rate scenario. Thus, we believe that a correction caused by simply average or solid 
economic numbers and/or modest inflation fears is a highly likely scenario.  Given that we have seen zero job market weakness, 
any above average economic performance will make it implausible for six rate cuts to materialize.

After such a large year-end rally, are markets poised for a major decline?  Since value stocks, small-caps, Healthcare, and 
defensive stocks have not yet participated, we would disagree. On October 27th , the forward P/E of the S&P 600 Small Cap 
Index had fallen to 12.4, which is not far from major COVID and March 2009 lows. After having neared such major valuation lows, 
we believe some areas of the market still present reasonable valuations and opportunity.  We also believe that upside pressure 
on interest rates, via inflation fears or what will be substantially larger Treasury issuance in 2024, present the most significant 
risks to the markets in 2024.  

Slower economic growth, possibly during the first or second quarter, could put margins and thus equities under pressure. 
However, we would likely view that as a buying opportunity. Finally, we can already see that 2024 will bring election-related 
controversies and volatility and will likely dominate the second half of the year.  One rarely mentioned area to watch will be 
the treatment of the Trump tax cuts, which expire in 2025, and a policy change there could have a market impact. As always, 
our quantitatively-driven systems do not engage in forecasting or prediction, but rather follow the broad trend evidence and 
manage risk and opportunity accordingly.  
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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 invest-
ments or to adopt any investment strategy or strategies. For educational use 
only. This information is not intended to serve as investment advice. This mate-
rial 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. 
 
The manager utilizes a proprietary investment model to assist with the con-
struction of the strategy and to assist the manager with making investment 
decisions. Investments selected using this process may perform differently 
than expected as a result of the factors used in the model, the weight placed 
on each factor, and changes from the factors’ historical trends. There is no 
guarantee that Clark Capital’s use of a model will result in effective investment 
decisions. 
 
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

References to market or composite indices or other measures of relative 
market performance over a specified period of time are provided for your 
information only.  Reference to an index does not imply that your account 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, sec-
tors, correlations, concentrations, volatility or tracking error targets, all of which 
are subject to change. Investors cannot invest directly in indices. 

The S&P 500 measures the performance of the 500 leading companies in 
leading industries of the U.S. economy, capturing 80% of U.S. equities. 
 
The S&P SmallCap 600 Index is a stock market index established by S&P 
Global Ratings. It covers roughly the small-cap range of American stocks, us-
ing a capitalization-weighted index. 
 
A Treasury Bill (T-Bill) is a short-term U.S. government debt obligation backed by 
the Treasury Department with a maturity of one year or less. Treasury bills are 
usually sold in denominations of $1,000. 
 
The Nasdaq-100 is a stock market index made up of 101 equity securities is-
sued by 100 of the largest non-financial companies listed on the Nasdaq stock 
exchange. 
 
A small-cap ETF is a type of exchange-traded fund that invests in small compa-
nies whose value is less than $2 billion 
 
The Global Purchasing Managers’ Index (PMI) is a key metric in assessing a 
country’s economic health. 
 
The 10-year Treasury yield is the yield that the government pays investors that 
purchase the specific security. Purchase of the 10-year note is essentially a loan 
made to the U.S. government. 
 
A leading economic indicator (LEI) is economic data that may correspond with  
a future movement or change in the economy. Leading economic indicators 
can help to predict an occurrence or forecast the timing of events and trends in 
business, markets, and the economy. 
 
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. 
 
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-
ket countries. 
 
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


