
MONTHLY COMMENTARIES 

Monthly Commentaries Overview
With the month of November in the books, and despite equity markets already at or near record highs, stocks still seem poised and 
ready for the so called ‘Santa Rally’ this December.  Hopefully, Santa and his elves haven’t been too busy to check their Twitter feeds.  
Because this year, President Trump might already have the American people (and markets) checked on his ‘Nice List’ in the form of a 
Christmas tax cut, upon which the President’s elves have been working diligently in their Washington Capitol workshop to pass by 
Christmas day.  While passing such a large deficit-increasing tax cut may seem at odds with where we are in the current cycle (i.e., 
multi-year low unemployment and stable GDP growth) and at odds with tightening Fed policy, the consensus expectation appears 
to be that tax cuts would be stimulative to the economy, even if it’s only temporary.  So, perhaps it won’t be necessary for Santa to 
deliver on his ~perennial ‘Santa Rally’, this year…but you can count on all of us at Crossmark Global Investments doing our best to 
stay on Santa’s ‘Nice List’ come this time next year, just in case. 

In our commentaries that follow this overview, you’ll find more detail on how our Portfolio Managers currently view the markets, in 
addition to their  respective portfolios in the month of November and in the coming months.  But for a brief ‘Monthly Commentary’ 
highlight reel, please read on below. 

Our Municipal Bond commentary should be an especially important read given the pending tax rule changes – in it you’ll find an 
excellent overview of the muni-relevant items in the proposed tax bill, an insightful explanation for the recent dislocation in the non-
taxable municipal fixed income markets (hint: tax reform), and also how we plan to take advantage of these pending changes which 
could present a rare buying opportunity of temporarily discounted municipal bond prices. This should make our municipal bond 
traders busier than any elf in the North Pole (or Washington, D.C.) this December. 

Our Taxable Fixed Income commentary continues to lay out our firm belief that shorter duration and higher quality government, 
agency, and corporate bonds and preferred equities is the most conservative way to play this rising rate environment, all while 
providing more current income from higher quality securities and less interest rate risk in a rising rate environment, relative to our 
benchmark.  As we start to see the Fed Funds rate continue to rise into 2018, we will look to opportunistically move further out the 
yield curve. 

In our Large Cap Core Growth commentary, the story here is much the same as in previous months as our strategy has largely been 
unchanged: we continue to believe that taking less exposure to the hyped-up, priced-for-perfection FANG stocks is the appropriate 
approach to conservative portfolio management, especially with markets at all time highs (on the backs of the FANG stocks) and in a 
rising rate environment.   
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And last but certainly not least, in our Covered Call Income, “Got it Covered” commentary, we briefly touch on the major market 
drivers in November, hit upon a few favorable (and unfavorable) trades in the Consumer Discretionary, Staples, Industrials, and 
Financials sectors, and end with a brief look to the December month ahead for the markets, which seem poised well into the end of the 
year.
 
As always, for a more in-depth look into how our equity and fixed income Portfolio Managers view their respective markets and 
portfolios, and for  their brief thoughts looking back on the month of November and ahead to December, please continue to their 
commentaries on the following pages.
 
Until next month!  

Municipal Fixed Income Commentary
Tax Reform is heavily influencing the municipal bond market in November.  The municipal bond sector has broken away from all 
other fixed income sectors in terms of yield and is trading independently from the rest of the field.  Part of that change this month 
comes from the threat from Congress of some proposed changes in the municipal bond world.  One large item to watch is the potential 
change to advance refunding of municipal bonds.  This part of the Tax Reform proposal affects every aspect of the municipal bond 
sector.

Municipalities are not taking any chances concerning the potential to alter or eliminate advance refunding of municipal bonds in the 
proposed Tax Reform negotiations in Congress.  The current discussion is to limit advance refunding to 30 days of the first call date, 
which is traditionally 10 years after initial issuance of a municipal bond.  With interest rates hovering above historical lows for so 
many years, municipalities have taken advantage of favorable interest rates by issuing advance refunding of higher coupon issues 
with considerable lower coupon refunding and listing the previous issue as “pre-refunded” which allows them to remove the higher 
coupon issue from the liability side of the ledger.  December 1985 was the last time tax reform came into play with municipal bonds.  
That year, municipalities had the full year to organize an all-out assault on new issuance by bringing a record setting $54.7 billion to 
market in the month of December.  This year, municipalities only have two months to rush bonds to the market before year end but the 
potential to exceed $60 billion this December is viable.  The heavy increase in new issuance is a large play as to the reason municipal 
bonds have broken away from other fixed income sectors in terms of yield.  The yield curve for municipal bonds for November 2017 
is about as flat as the state of Kansas topography.

Another outside factor may be when municipal mutual fund investors get their shareholder statements showing a reduction in value 
due to the flood of new issuance and dropping prices.  Human nature suggests that this group of investors may consider selling “a stale 
or losing investment” and reposition into equities, “a successful investment that I don’t want to be left out of any longer.”  If municipal 
bond mutual fund investors sell in December, this will add to the supply of new issuance municipal bonds coming to the market, with 
a reduction of demand forcing prices lower.  Crossmark will be poised to react to favorable pricing should supply and demand forces 
develop.

December could be a month to add seatbelts to your emotional chair.  Let Crossmark take the emotion out of short-term volatility.  
December 2017 could prove to be an excellent period to add to municipal bond separately managed accounts. 

Taxable Fixed Commentary
The fixed income markets took a breather before heading into the final month of the year.  With the anticipation of one final rate 
hike by the Federal Open Market Committee on December 13th and the potential for some form of tax reform passing, fixed income 
investors held the course with US 10yr yields remaining range-bound oscillating between 2.31% and 2.40% during the month. 
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However, strong global growth, positive economic numbers and continued optimism by consumers should provide fodder to support 
the so-called “Santa Claus Rally” as we wrap up 2017.

Our investment process continues to suggest that a shorter duration portfolio coupled with high-quality, high income producing 
securities will benefit our clients over the coming quarters.  As the Fed Funds Rate nears the neutral rate of approximately 2.0% in 
2018, our four-step process will begin to project a strategy where opportunistic moves further out the yield curve will be considered.  
Our focus continues to be providing an elevated level of income as compared to comparable indices while reducing interest rate 
sensitivity during periods where rates may be rising.  With little movement in rates during the month of November, fixed income 
taxable products performed in line or slightly under their respective benchmarks due to our shorter duration positioning.  This same 
conservative positioning should work in our favor as we anticipate higher rates in the coming months.

As always, we are happy to discuss our philosophy and strategy with you as 2017 comes to a close and investors position themselves 
for a new year in the markets.

Large Cap Core Growth Commentary
Once again the stock market, as measured by the S&P 500, continued its stellar run, closing up another 3.07% for the month of 
November.  The Russell 1000 Growth Index, our benchmark, mimicked the S&P 500 by rising an almost identical 3.04%.  Our 
Large Cap Growth model was positioned well for the month and outperformed both indexes.  Unlike last month, the FANG stocks 
(Facebook, Amazon, Netflix and Alphabet/Google) lost a bit versus the Russell index so it looks like the FANG’s “steroids” may have 
finally worn off, if only temporarily.

Our LCCG model’s best performing sectors for the month of November were Consumer Discretionary, up 10.21%, and Telecom, 
which rose 6.31%.  Conversely, lagging sectors included Energy, which managed to rise but only by 0.16% and Technology, which 
rose 1.03% as former leading tech stocks gave back a little.

Top performing stocks included Lennar Corp., the homebuilder, which jumped 14.68% after posting a good earnings report in October 
and Deere & Co. which rose 12.78% on analyst upgrades and a positive earnings surprise.  On the other hand, laggards included 
Charles River Labs, which plunged after a disappointing earnings call.

Adjustments to the model for November included trimming our positions in CDW Corp. and Thor Industries, both because they had 
become oversized holding due to excellent performance.  We also added to existing positions in Texas Instruments, Cisco, Lennar and 
Coca Cola.

Covered Call Income Commentary
Another month in the books and more record highs for the markets. The markets continued to see strong third quarter earnings results 
in November and better-than-expected GDP data further boosted investors’ sentiment. The GDP data showed that the economy grew 
at its fastest pace in three years. The month of November also saw the nomination of Jerome Powell as the new chairman of the 
Federal Reserve. There were initial rumblings that this pick for Fed chair could create some uncertainty, but in the end it was seen 
as the choice for continuity. As the month of November came to a close, investors rotated out of tech stocks and into financial stocks 
causing the Technology sector to retreat. This move was made after both Fed chair Yellen and Fed chair elect Powell hinted at a 
December rate hike. 

Covered Call Income continued its strong year as the strategy returned another positive performance month but slightly 
underperformed the primary benchmark of the S&P 500 covered call index. It did, however, continue to outperform the BXM. The 
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markets were led by another sector other than the technology sector for the first time in a few months. Consumer staples and consumer 
discretionary were the leading sectors for November up 5.58% and 5.07% respectively. The Covered Call Income strategy has an 
equal weight to both sectors and benefitted from owning Wal-Mart (WMT) which was up 11.36% for the month on blowout earnings 
and Walgreens (WBA) which was up 10.41% in the consumer staple sector.  In the consumer discretionary sector, the Covered Call 
Income strategy held Nike (NKE) which returned 9.87% for the month as well as Starbucks (SBUX) and Lowes (LOW) which were 
up 5.99% and 4.27% for November. As investors rotated out of technology names and into the financial sector at the end of the month, 
the Covered Call Income strategy held Allstate (ALL) and Discover Financial (DFS) which returned 9.77% and 6.68% respectively.  
The financial sector continued to be a leading sector as it returned 3.46%.  The Covered Call Income strategy has a slight overweight 
to the financial sector. One name that was a drag on performance for November was General Electric (GE), which was down -11.21% 
prior to it being sold from the strategy on November 14th and replaced with United Technologies (UTX).  Even with historical low 
volatility, the Covered Call Income team was still able to generate attractive premiums from the sale of covered calls over the month 
of October as opportunities presented themselves.

About Crossmark’s 30 Year History

Crossmark Global Investments is an innovative investment management firm. The firm provides a full suite of investment management solutions 

to institutional investors, financial advisors and the clients they serve. We have a multi-decade legacy of specializing in responsible investment 

strategies for clients. Founded in 1987, the firm is headquartered in Houston, Texas. Additionally, Crossmark is the exclusive manager of the 

Crossmark Steward Funds, which is a fund family that applies an overarching values-based screening methodology to its suite of equity and fixed 

income funds, including its award-winning Steward Global Equity Income Fund - named Lipper’s “Best Global Equity Income Fund” for the last 

three consecutive years. 

For more information contact our 
Advisor Solutions Group:
advisorsolutions@crossmarkglobal.com
888-845-6910

This information has been provided by Crossmark Global Investments, Inc.  All material presented is compiled from sources believed to be reliable and current, but 
accuracy cannot be guaranteed.  This is not to be construed as an offer to buy or sell any financial instruments and should not be relied upon as the sole factor in an 
investment making decision.  The views and opinions expressed are those of the portfolio manager at the time of publication and are subject to change.  There is 
no guarantee that these views will come to pass.tAs with all investments there are associated inherent risks.  Please obtain and review all financial material carefully 
before investing.  Past performance does not guarantee future results.

Crossmark Distributors, Inc. 
Member FINRA/SIPC.

The Crossmark Steward Funds are distributed by Crossmark Distributors, Inc., member FINRA and SIPC.  Crossmark Distributors is an affiliate of Crossmark Global 
Investments, Inc., the Steward Funds’ investment adviser.  Crossmark Global Investments is an investment adviser registered with the Securities and Exchange 
Commission that provides discretionary investment management services to mutual funds, institutions, and individual clients.

Before investing in a mutual fund, you should read the fund’s prospectus carefully and consider the fund’s investment objectives, risks, charges and expenses.  The 
prospectus contains this and other information about the fund.  A copy of the Steward Funds’ prospectus may be obtained free of charge by calling Crossmark 
Distributors at 800-262-6631.

The U.S. Lipper Fund Awards recognized The Steward Global Equity Income Fund on March 31, 2015, March 22, 2016 and March 23, 2017 for delivering 
consistently strong risk-adjusted performance, relative to its peers, for the 5-year period. Chosen out of 66 others in 2015, 80 others in 2016, and 22 others in 
2017, the Fund achieved the highest Lipper Leader for Consistent Return (Effective Return Net of Expenses) value over an individual time period in its classification.

Crossmark Global Investments, Inc.
3700 W. Sam Houston Parkway S., Suite 250, Houston, Texas 77042
800.262.6631  info@crossmarkglobal.com 
crossmarkglobal.com
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