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September marked the sixth straight month of positive returns for the S&P 500.  For 
the just completed quarter, the index was up an impressive 7.71%; it’s best result since 
the final quarter of 2013. It also marked the eleventh gain in the last twelve quarters. 
In a very bullish development, the S&P 500 finally broke out to a new all-time high in 
late August.  It followed the NASDAQ, the smaller cap Russell 2000 Index, and the 
Advance/Decline Line (a well-known technical indicator) which had already plowed on 
to new highs. With several important indexes at new highs, the markets are said to be 
“in gear” which is another bullish development. Also notable, Apple became the first 
U.S. company to join the “four comma club” as its market capitalization crossed the one 
trillion dollar mark.  Not bad for a company that was teetering on bankruptcy some years 
back, before Steve Jobs worked his magic. And the bull market that began in March 2009 
became the longest bull in history in August when it passed the 113.4 month mark and 
with few signs of it or the economy slowing down.

Looking at the economy, the U.S. continues to fire on all eight cylinders despite talk 
of a trade war.  In fact the chairman of the Federal Reserve, Jerome Powell, recently 
commented that we are enjoying a “remarkably positive outlook” and noted that 
“this historically rare pairing of steady, low inflation and very low unemployment 
is a testament to the fact we remain in extraordinary times.”  Currently both the 
manufacturing PMI and the service PMI are running well above the key 50 level, 
indicating both sides of the economy are in expansion mode.  The just released Markit 
PMI numbers for September reveal that the manufacturing PMI came in at 55.6, up from 
54.7 in August and a four month high.  The service PMI posted at 53.5, a bit weaker than 
the 54.8 result from August and the weakest growth since January (but still well above 50). 

• September marked the sixth
straight month of positive
returns for the S&P 500.

• Apple became the first U.S.
company to join the “four
comma club” as its market
capitalization crossed the one
trillion dollar mark.

• Recent initial unemployment
claims are at levels so low they
haven’t been seen since the late
1960s when the U.S. population
was much lower.

• With several important indexes
at new highs, the markets are
said to be “in gear” which is
bullish development.

• Currently, the S&P 500
consensus expectations for the
third quarter are for earnings
growth of a robust 19.3%.
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Economic Commentary

Businesses and consumers remain quite optimistic.  Business sentiment (NFIB) recently 
hit an all-time high while consumer confidence is at its highest level in 18 years.  Looking 
at the employment situation, recent initial unemployment claims are at levels so low they 
haven’t been seen since the late 1960s when the U.S. population was much lower.  The 
September unemployment report improved to 3.7% from 3.9% in August, and this is 
considered to be basically full employment.  The last time the unemployment rate was 
this low the U.S. was putting a man on the moon in 1969.  The most recent GDP number, 
the second quarter, came in at a brisk 4.2% pace and estimates for the third quarter are 
in the 3.5% area.  Two weaker indicators currently are home sales and auto sales which 
have recently slowed.  Note that they are both highly sensitive to rising interest rates 
which are being pushed up by the Federal Reserve and a red hot economy. Also, the Fed 
recently changed its wording on Federal policy by removing the word “accommodative.” 
Hopefully, these are not the “canaries in the coal mine” as some economists believe this 
economy is too good to last.

Strong corporate earnings should continue to provide a tailwind for stocks.  Currently, the 
S&P 500 consensus expectations for the third quarter are for earnings growth of a robust 
19.3%, which would mark the third highest growth rate since the first quarter of 2011.  
That follows 25% and 24% in the first and second quarters, respectively, so we certainly 
are having a banner year earnings-wise (with much help from the big corporate tax cuts 
earlier this year).  For the full year, consensus estimates are for earnings growth of about 
20%.  At the sector level, energy is expected to report EPS growth of just over 100% 
followed by financials, up about 41% and materials, up about 29%.  Bringing up the rear 
are utilities at about 5%, real estate with a gain of just over 4% and staples at about 7.5%.  

With strong earnings growth the current S&P 500 PE ratio is only about 16.8x, about 
three PE points below its peak level in December 2017, so there is some cushion from 
that perspective.  One issue that concerns us is that earnings growth appears to be peaking 
this quarter and certainly will be at a lower rate next year.  In the first quarter next year 
we will have gone a full year since the tax cuts, making quarterly comparisons much 
tougher.  We expect growth to fall to 10% for 2019, which is normally good reading, 
but a big deceleration from 2018 and at a time when we expect rates to be rising.  This 
could definitely cause some investors to take profits leading to a sideways to down 
consolidation for stocks.  We will be watching this phenomenon closely as it develops.  
As for the upcoming mid-term election, we could end up in a gridlock situation and that 
is not necessarily bad for stocks. Either way, the stock market historically does quite well 
after a mid-term, as illustrated on the next page: 

The bull market that 
began in March 2009 
became the longest 
bull in history in 
August when it passed 
the 113.4 month mark 
and with few signs 
of it or the economy 
slowing down.
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Economic Commentary

About Crossmark’s 30 Year History
Crossmark Global Investments is an innovative 
investment management firm. We provide a 
full suite of investment management solutions 
to institutional investors, financial advisors 
and the clients we serve.  We have a multi-
decade legacy of specializing in values based 
investment strategies for clients.  Founded in 
1987, the firm is headquartered in Houston, 
Texas and manages approximately $5.2 billion 
in AUM. 

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

Crossmark Global Investments, Inc.
15375 Memorial Drive, Suite 200, Houston, TX  77079
888.845.6910  advisorsolutions@crossmarkglobal.com 
crossmarkglobal.com

Crossmark Global Investments, Inc. (Crossmark) is an investment adviser registered with the Securities and Exchange Commission that provides discretionary
investment management services to mutual funds, institutions, and individual clients.  Investment advice can be provided only after the delivery of Crossmark’s firm 
Brochure and Brochure Supplement (Form ADV Parts 2A and 2B) and once a properly executed investment advisory agreement has been entered into by the client.  

Information and recommendations contained in market commentaries and writings are of a general nature and are not intended to be construed as investment, 
tax or legal advice.  These materials reflect the opinion of Crossmark on the date of production and are subject to change at any time without notice.  Where data 
is presented that was prepared by third parties, the source of the data will be cited, and we have determined these sources to be generally reliable.  However, 
Crossmark does not warrant the accuracy of the information presented.

All investments are subject to risk, including the possible loss of principal.  Past performance does not guarantee future results.

Source:  Strategas

Average S&P 500 Performance 
Following Midterm Elections

(1994, 1998, 2002, 2006, 2010, 2014)
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Do you remember the 24th night of September?  For you Earth, Wind and Fire fans, I 
know I am 3 days off, but September 24th is when we hit the high level of the quarter for 
the U.S. 10yr Treasury yield at 3.09%.  It only took a few days after the end of the quarter 
to surpass the YTD high of 3.11% which was the level from back in May.  When looking 
at the third quarter historically in a mid-term election year, this should have been a period 
of decline for the equity markets, but strong earnings and continued support for growth 
continued to push the economy forward and nudged yields higher.

The U.S. 10yr treasury yield remained in a roughly 20 basis point range for the majority 
of the quarter.  We began at a 2.87% yield, moving up to 3.00% at the beginning of 
August and then spent the month moving back down to 2.86% to start September 
and finishing the quarter at a 3.06%.  Although many investors see the strength of the 
economy as a short-term boost due to tax reform earlier this year, for now, the economic 
numbers continue to support growth in the 3% range as we await the new GDP reports 
for the quarter.  That’s not to say we don’t have headwinds that must be addressed such 
as mid-term elections, European budget issues, trade and tariff escalation concerns and 
global PMIs that peaked earlier in the year.  

• Although many investors see
the strength of the economy as
a short-term boost due to tax
reform earlier this year, for now,
the economic numbers continue
to support growth.

• For both the quarter and
YTD, our taxable fixed income
portfolios have outperformed
their comparable benchmarks
with the duration and income
components serving as the
largest positive contributors to
the outperformance.

• It appears that the neutral
Federal Funds rate is anticipated
to be approximately around
3.00% with the long-run yield
around 3.25%.

June 30, 2017June 30, 2017
TAXABLE FIXED INCOME 
COMMENTARY

September 30, 2018CROSSMARKGLOBAL.COM

CORE FIXED INCOME
INTERMEDIATE FIXED INCOME
CURRENT INCOME PORTFOLIO
INCOME OPPORTUNITIES

Source: Bloomberg

U.S. 10yr Treasury Yield 3Q 2018
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About Crossmark’s 30 Year History
Crossmark Global Investments is an innovative 
investment management firm. We provide a 
full suite of investment management solutions 
to institutional investors, financial advisors 
and the clients we serve.  We have a multi-
decade legacy of specializing in values based 
investment strategies for clients.  Founded in 
1987, the firm is headquartered in Houston, 
Texas and manages approximately $5.2 billion 
in AUM. 

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

As we balance the strength in the economy with the headwinds that we face, Crossmark’s 
more conservative approach to fixed income investing has served our clients well.  For 
both the quarter and YTD, our taxable fixed income portfolios have outperformed their 
comparable benchmarks with the duration and income components serving as the largest 
positive contributors to the outperformance.  In a rising interest rate environment where 
market values decline, the shorter duration positioning reduces the portfolios’ sensitivity 
to interest rate movements and the corresponding price volatility.  In addition to duration, 
the focus on income and its positive effect on total return for a fixed income security was 
also a positive effect for the portfolios.

When examining the new forecasts provided by the Federal Open Market Committee 
(FOMC) at their meeting in September, it appears that the neutral Federal Funds rate is 
anticipated to be approximately around 3.00% with the long-run yield around 3.25%.  
As we approach these levels, our investment team will utilize the 4-step investment 
process with decisions on duration, yield curve placement, sector and security selection 
to determine the appropriate changes to our strategy.  If yields continue to rise over the 
coming quarter, we will begin to make moves to extend duration out the yield curve and 
take advantage of higher yields going forward.

We are approaching the last leg of the race for 2018 and we anticipate that with elections, 
Fed meetings and geopolitical issues still brewing, we may be in for a bumpy ride.  
However, as always, please feel free to contact us in regards to the markets, portfolios or 
any other questions you may have as we are here to help you maneuver through the year-
end volatility.

When looking at 
the third quarter 
historically in a mid-
term election year, this 
should have been a 
period of decline for 
the equity markets, 
but strong earnings 
and continued support 
for growth continued 
to push the economy 
forward and nudged 
yields higher.   

Crossmark Global Investments, Inc.
15375 Memorial Drive, Suite 200, Houston, TX  77079
888.845.6910  advisorsolutions@crossmarkglobal.com 
crossmarkglobal.com

Crossmark Global Investments, Inc. (Crossmark) is an investment adviser registered with the Securities and Exchange Commission that provides discretionary
investment management services to mutual funds, institutions, and individual clients.  Investment advice can be provided only after the delivery of Crossmark’s firm 
Brochure and Brochure Supplement (Form ADV Parts 2A and 2B) and once a properly executed investment advisory agreement has been entered into by the client.  

Information and recommendations contained in market commentaries and writings are of a general nature and are not intended to be construed as investment, 
tax or legal advice.  These materials reflect the opinion of Crossmark on the date of production and are subject to change at any time without notice.  Where data 
is presented that was prepared by third parties, the source of the data will be cited, and we have determined these sources to be generally reliable.  However, 
Crossmark does not warrant the accuracy of the information presented.

All investments are subject to risk, including the possible loss of principal.  Past performance does not guarantee future results.
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Crossmark Global Investments is aggressively buying municipal bonds heading into 
4Q18 for called bonds, maturing bonds and deposits to existing or new accounts.  
Interest rates are working their way to the top of the anticipated trading range on the 
10-year Treasury around 3.25 percent.  Municipal bonds have adjusted accordingly with
additional pressure from individual investors selling of municipal bond mutual funds and
ETFs as the quarter came to a close as well as an increase in new issues coming to the
market.  With favorable pricing that we have not seen since 2011, we are focusing on
extending duration on called bonds, maturing bonds and new deposits.  Municipal bond
inventory is sufficient, fairly priced and reinforces why Crossmark Global Investments is
an aggressive buyer.

Crossmark Global Investment’s Municipal Bond portfolios have outperformed the 
benchmark index and continue to show a positive return for 3Q18.  Fortunately, 
Crossmark’s municipal bond discipline to maintain short duration for all portfolios 
has cushioned investors from the decline of value shown in the Bloomberg Barclays 
Quality Intermediate Municipal Bond Index.  Our municipal bond portfolios are well 
positioned with several holdings with 2019 and 2020 call features.  If bonds are called 
nearing Federal Open Market Committee (FOMC) rate hikes, proceeds will be reinvested 
at presumed higher rates.  If bonds are not called, then the kicker feature begins 
and current holdings could outperform the gradual rise in interest rates.  Crossmark 
Global Investment’s separately managed account municipal bond portfolio duration is 
considerably shorter than the index resulting in favorable performance when compared 
to longer durations in rising interest rate environments.  Should interest rates continue to 
rise, consideration will be given to increase duration in the SMA portfolios.

FOMC guidance is for a rate hike in December 2018, three hikes in 2019 and two in 
2020.  That guidance may be aggressive in light of positive GDP growth and the Portfolio 
Manager factoring in a total of three hikes left (including December which is already 
factored in), if that, depending on a lot of economic growth factors.  If inflation surprises 
on the growth side, then adjusting two rate hikes back into the calculation may be 
warranted.  

The FOMC has done a good job of maintaining a gradual pace of rate hikes and appears 
they want to simulate 1994 when they increased interest rates by 300 bp in a 12 month 
period (to a high of 6.00% on Fed Funds) but did not induce a recession.  The 1994 
through 1995 FOMC tightening is one of the few periods when the FOMC did not exceed 

• Crossmark is an aggressive
buyer of municipal bonds
heading into 4Q18 for called
bonds, maturing bonds and
deposits to existing or new
accounts.

• Municipal bond portfolio
duration is considerably
shorter than the index resulting
in favorable performance
when compared to longer
durations in rising interest rate
environments.

June 30, 2017June 30, 2017
MUNICIPAL FIXED INCOME 
COMMENTARY

September 30, 2018CROSSMARKGLOBAL.COM
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Municipal Fixed Income Commentary

the nominal rate which historically 
produces a recession in following 
months.  The difference of the 1994-
1995 cycle is that the FOMC brought 
Fed Fund rates up just the right amount, 
at the right pace, until it touched the 
neutral rate and no more resulting in an 
economy that avoided a recession.  In 
past FOMC rate hikes, the Fed forecasted 
rising inflation faster than it actually 
occurred, and the hikes exceeded the 

neutral rate.  In the current period, FOMC appears to be forecasting low inflation growth 
while gradually increasing short-term Fed Funds rates towards the neutral rate.  If the 
FOMC follows a similar path as they did in 1994, they could achieve keeping inflation 
under control while not compromising economic growth.  The FOMC has a narrow path 
to follow but has so far kept inflation low during an economic recovery as they increased 
rates.  They have also publically stated they would allow inflation to exceed their target 
for a short period of time so as not to raise rates too high or too fast.  The yield curve 
flattened in 1994 as it is in the current environment but has done so at a much slower pace 
due to the slower pace of tightening.  If the FOMC can repeat 1994 monetary policy, the 
Fed may remain friendly to both equities and bonds in this cycle.

If individuals own High Yield fixed income investments, (corporate, municipal and 
emerging markets) those investments have performed well since 2016 but the spreads 
between high yields compared to investment grade yields have moved to historically 
narrow levels.  The risk going forward on high yield investments may exceed the rewards 
at these levels.  High Yield fixed income investors may wish to reduce exposure by 
moving back to investment grade fixed income.  Municipal bonds are also less exposed 
to foreign growth and currency exchange rates making municipal bonds an option.  In 
summary, municipal bonds remain a solid choice for the fixed income portion of asset 
allocation, even when considering the lower tax brackets created during tax reform.

Crossmark Global Investments continues to find value in the municipal secondary market 
with bonds rated A or better involved with essential services like water, sewer, power, 
streets, highways, school education and general obligations.  The ideal maturities on 
the yield curve have moved to the 7 to 15 year range with a call feature between 2020 
and 2024.  Crossmark Global Investments continues to hold a shorter duration than 
the Barclay’s Quality Municipal Index with a focus on higher quality municipalities.  
Crossmark Global Investments continues to use municipal bond market volatility to 
opportunistically manage the portfolios entrusted to us.

Interest rates are 
working their way to the 
top of the anticipated 
trading range on the 10 
year Treasury around 
3.25 percent. 

About Crossmark’s 30 Year History
Crossmark Global Investments is an innovative 
investment management firm. We provide a 
full suite of investment management solutions 
to institutional investors, financial advisors 
and the clients we serve.  We have a multi-
decade legacy of specializing in values based 
investment strategies for clients.  Founded in 
1987, the firm is headquartered in Houston, 
Texas and manages approximately $5.2 billion 
in AUM. 

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

Crossmark Global Investments, Inc.
15375 Memorial Drive, Suite 200, Houston, TX  77079
888.845.6910  advisorsolutions@crossmarkglobal.com 
crossmarkglobal.com

Crossmark Global Investments, Inc. (Crossmark) is an investment adviser registered with the Securities and Exchange Commission that provides discretionary
investment management services to mutual funds, institutions, and individual clients.  Investment advice can be provided only after the delivery of Crossmark’s firm 
Brochure and Brochure Supplement (Form ADV Parts 2A and 2B) and once a properly executed investment advisory agreement has been entered into by the client.  

Information and recommendations contained in market commentaries and writings are of a general nature and are not intended to be construed as investment, 
tax or legal advice.  These materials reflect the opinion of Crossmark on the date of production and are subject to change at any time without notice.  Where data 
is presented that was prepared by third parties, the source of the data will be cited, and we have determined these sources to be generally reliable.  However, 
Crossmark does not warrant the accuracy of the information presented.

All investments are subject to risk, including the possible loss of principal.  Past performance does not guarantee future results.
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Performance
The third quarter ended with significant positive returns overall in the U.S., continuing 
the momentum from the previous quarter. International equities however, continued to 
trail domestic returns. The Global Equity Income benchmarks of the S&P Global 1200 
and the S&P 500 ended the quarter with returns of 5.07% and 7.71% respectively. For 
global dividend index comparison purposes, the MSCI World High Dividend Yield Index 
returned 4.96%. 

Factors Affecting Performance
Several economic factors in the U.S. helped lift the equity market. Consumer spending 
was strong through the summer which supported the GDP growth estimated to come 
in at 3.5% for the third quarter. The most recent inflation indicators came in lower than 
estimated with the August consumer price index posting a weaker than expected 0.08% 
increase. Employment reports continue to post favorable results with wages appearing 
to finally increase. The Fed raised rates in September with one more hike expected this 
year. Wrinkles to this otherwise rosy U.S. economic picture lies mostly in what will 
happen with the trade policy. The headline noise hasn’t impacted the economy to this 
point however, depending on which scenario actually plays out there could be potentially 
higher inflation and slower growth if a deal is not made. In Canada, the economy 
expanded in the second quarter at the highest rate in one year as exports climbed. A 
trade deal with the U.S. has finally been reached that joins the agreement that was made 
between Mexico and the United States. Overseas, the Eurozone as well as Japan has 
had some recent disappointing economic indicators. In Japan some of this was due to a 
series of natural disasters that have recently plagued the country. This will not change the 
overall view of economic growth for these areas but there may be some slight downward 
revisions to GDP estimates for the third quarter.

Company earnings as represented by the S&P 500 have staged a repeat performance 
with another 25% growth rate for the second quarter. Earnings growth for the full year of 
2018 is now projected to come in at 21% reflecting another upward revision. The energy 
sector continues to lead the group with an estimated growth rate of 98%. All sectors are 
estimated to have positive growth rates for the year.

2015 ▪ 2016 ▪ 2017 ▪ 2018

CROSSMARK 
STWARD GLOBAL 
EQUITY INCOME 

FUND 
Institutional (SGISX)

BEST GLOBAL 
EQUITY INCOME 
FUND AWARD 

WINNER 
FOR 5-YEAR PERIOD

FOURTH CONSECUTIVE YEAR

Thompson Reuters recognized the Crossmark 
Steward Global Equity Income Fund at the 
U.S. Lipper Fund Awards on February 27, 2018 
for delivering consistently strong risk-adjusted 
performance relative to its peers in the Global 
Equity Income Funds category for the three-year 
and five-year periods ending 11/30/2017.  The 
number of peer funds included in the category was 
36 for the three-year category and 31 for the five-
year category.  Each award was based on the Fund 
achieving the highest Lipper Leader for Consistent 
Return (Effective Return Net of Expenses) value 
over the stated time period. 

From Thomson Reuters Lipper Awards, ©2018 
Thomson Reuters. All rights reserved. Used by 
permission and protected by the Copyright 
Laws of the United States. The printing, copying, 
redistribution, or retransmission of this Content 
without express written permission is prohibited.

GLOBAL EQUITY INCOME 
COMMENTARY

September 30, 2018CROSSMARKGLOBAL.COM
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Global Equity Income Commentary

The Global Equity Income strategy underperformed the S&P Global 1200 and the 
MSCI World High Dividend Yield Index for the third quarter after outperforming both 
benchmarks for the previous three consecutive quarters. The portfolio equity allocation at 
the end of the period was 61% U.S. and 39% international. Positive relative performance 
in the third quarter was led by Taiwan Semiconductor Manufacturing Co. +20.79% 
which rebounded sharply after being the worst relative performer in the previous quarter. 
Reported second quarter revenue came in higher than analyst estimates with both gross 
margin and operating margin accurately predicted by the company’s previous guidance. 
Encompass Health Corp. +15.51% shares rose as the company reported solid operating and 
financial results with higher profits and sales than estimated. The company consequently 
revised their full year guidance upward for 2018 based on first half results. The board 
of directors also approved an 8% dividend payout increase. Shares of Medtronic plc 
+16.17% jumped following its quarterly earnings results. The stock recorded its largest
single-day gain in seven years. Both earnings and revenue beat analyst estimates. Margins
expanded on firm organic growth which is expected to continue through the fiscal year.
The expansion was achieved despite funds being reinvested in cardiovascular and diabetes
trials that should support additional revenue growth.

Negative contributors to relative performance included Ternium S.A. –13.01%, a 
Luxembourg based manufacturer of steel products, which reported earnings that were 
slightly below analyst estimates but beat the consensus on revenue. The company also 
stated that there was significant uncertainty surrounding current steel price levels in the 
U.S. market due to changes regarding the trade policy. Management does not expect this to 
adversely affect earnings or their strong margins in the near term. Extra Space Storage Inc. 
–12.37% shares steadily declined during the quarter reflecting the industry trend during the
period. Storage space landlords are attempting to maximize revenue growth amid persistent
pressure from new supply. Despite these challenges the company reported increased
same-store revenue and net operating income compared to the same period last year. While
the Global Equity Income strategy underperformed for the quarter, its methodology and
strategy continues to be effective and performs well over the long term.

Global Equity Income Strategy
The Global Equity Income strategy pursues its objective through the investment in U.S. 
and non-U.S. dividend-paying stocks that have demonstrated the ability to maintain 
a higher yield, increase dividends over time and generate significant earnings. These 
companies also represent a broad spectrum of the global economy. The objective of this 
strategy is to provide current dividend income and the potential for capital appreciation at 
lower than overall market risk. 

Several economic 
factors in the U.S. 
helped lift the equity 
market. Consumer 
spending was strong 
through the summer 
which supported the 
GDP growth estimated 
to come in at 3.5% for 
the third quarter. 
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Global Equity Income Commentary

1 Model Portfolios are based on a hypothetical account managed during the current quarter. 
Actual characteristics and income may differ materially from model. As of 9/30/2018.

Top 10 Model Holdings 1 Weight

1. Microsoft Corp. 2.89%

2. Automatic Data Processing 2.67%

3. McDonald’s Corp. 2.40%

4. Raytheon Co. 2.35%

5. Taiwan Semiconductor Mfg Co. 2.34%

6. Quest Diagnostics, Inc. 2.18%

7. Accenture plc 2.15%

8. Unilever N V 2.11%

9. Exxon Mobil Corp. 2.08%

10. Medtronic plc 2.07%

Total of Portfolio 23.24%

Crossmark Global Investments, Inc. (Crossmark) is an investment adviser registered with the Securities and Exchange Commission that provides discretionary
investment management services to mutual funds, institutions, and individual clients.  Investment advice can be provided only after the delivery of Crossmark’s firm 
Brochure and Brochure Supplement (Form ADV Parts 2A and 2B) and once a properly executed investment advisory agreement has been entered into by the client.  

Information and recommendations contained in market commentaries and writings are of a general nature and are not intended to be construed as investment, 
tax or legal advice.  These materials reflect the opinion of Crossmark on the date of production and are subject to change at any time without notice.  Where data 
is presented that was prepared by third parties, the source of the data will be cited, and we have determined these sources to be generally reliable.  However, 
Crossmark does not warrant the accuracy of the information presented.

All investments are subject to risk, including the possible loss of principal.  Past performance does not guarantee future results.

The Crossmark Steward Funds are distributed by Crossmark Distributors, Inc., member FINRA and SIPC.  Crossmark Distributors is an affiliate of Crossmark
Global Investments, the Steward Funds’ investment adviser.

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.

Crossmark Distributors, Inc. 
Member FINRA/SIPC.

About Crossmark’s 30 Year History
Crossmark Global Investments is an innovative 
investment management firm. We provide a 
full suite of investment management solutions 
to institutional investors, financial advisors and 
the clients we serve.  We have a multi-decade 
legacy of specializing in values-based investment 
strategies for clients.  Founded in 1987, the firm 
is headquartered in Houston, Texas and manages 
approximately $5.2 billion in AUM. 

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

Thompson Reuters recognized the Crossmark Steward Global Equity Income Fund at the U.S. Lipper Fund Awards on February 27, 2018 for delivering consistently 
strong risk-adjusted performance relative to its peers in the Global Equity Income Funds category for the three-year and five-year periods ending 11/30/2017.  The 
number of peer funds included in the category was 36 for the three-year category and 31 for the five-year category.  Each award was based on the Fund achieving 
the highest Lipper Leader for Consistent Return (Effective Return Net of Expenses) value over the stated time period. 

Crossmark Global Investments, Inc.
15375 Memorial Drive, Suite 200, Houston, TX  77079
888.845.6910  advisorsolutions@crossmarkglobal.com 
crossmarkglobal.com
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Third Quarter Review 2018
Second quarter earnings season proved to be very strong throughout the month of July as 
almost 90% of companies beat expectations. The strength of corporate earnings was enough 
to send equity markets higher across the board. The S&P 500 gained nearly 4% in July and 
good economic news also propelled the 10-year US Treasury yield to 3%. Consumers also 
remained optimistic about the near term future of the markets as retail sales grew over 6% 
year over year for the month of June. That percentage being the fastest pace of spending 
growth since 2012. Corporate confidence and strength in the markets was also observed in 
the labor market as jobless claims hit a level not seen in over 4 decades. The Fed continued 
to seek some kind of balance within the markets in June.  Interesting rhetoric coming 
out of the Fed seemed to show that future moves will be more reactionary to economic 
developments, which will more than likely produce more volatility in the markets.

Historically, the month of August had been one of the worst performing months of the year. 
Investors were faced with new U.S. sanctions against Iran, relationship strains between 
the U.S. and Turkey and the continued deterioration of trade talks surrounding the US and 
China. Most equity markets and risk assets sold off, with one exception being the S&P 500 
which was up once again on strong investor sentiment and a lack of inflationary concerns. 
Consumers continued to benefit from the tailwinds provided by fiscal reform. Even though 
U.S. stocks hit all- time highs in the month of August, the sectors leading the charge were 
more defensive in nature. Telecom, utilities and healthcare outperformed while materials, 
energy and industrials underperformed for the month. Trade rhetoric was once again at the 
forefront in August with the U.S. and Mexico announcing an agreement with the hopes 
that Canada would soon come to the table. Trade talks with China appear to have stalled in 
August. 

U.S stock indices continued to hit record highs in September, but investor sentiment towards
the end of the month portrayed a less bullish market environment. There were quite a few
developments below the surface that warranted some caution in the markets. Leading
sectors, such as technology, have shown definitive signs of weakness which could represent
a shift away from sectors that are perceived as high risk. On the other hand, industrial stocks
have surged bolstered by the weak dollar and the 10-year Treasury yield moving above 3%.
The Fed raised rates as expected and removed the word “accommodative” from its rhetoric
and also hinted at another hike in December. Trade disputes with China continued to be at
the forefront in September as the Trump administration announced an addition of 10% on
tariffs of $200 billion worth of Chinese goods. The markets had initially feared a 25% tariff

• Second quarter earnings season
proved to be very strong
throughout the month of July as
almost 90% of companies beat
expectations.

• The S&P 500 gained nearly 4%
in July and good economic
news also propelled the 10-year
US Treasury yield to 3%.

• The Crossmark Investment
Committee decided to revert
back to the BXM as the primary
benchmark for the Covered
Call Income strategy starting in
June.
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Covered Call Income Commentary

with the Chinese response being very strong. Instead, the tariffs implemented on Chinese 
goods went into effect on September 24th at 10% and then rising to 25% on January 1st 
2019. The news being better than expected contributed to stronger performance in global 
stocks relative to U.S. markets. 

The Covered Call Income strategy ever so slightly lagged the primary benchmark of the 
CBOE S&P 500 Buy Write Index (BXM) in July and August and outperformed the index 
in September and the third quarter overall.  The S&P made a decision at the end of May 
to discontinue support for the primary benchmark of the S&P Covered Call Index. The 
Crossmark Investment Committee decided to revert back to the BXM as the primary 
benchmark for the Covered Call Income strategy starting in June. The BXM was the 
original benchmark for the strategy since inception in August of 2005.  From an attribution 
standpoint, the strategy was affected in the following ways in regards to the S&P 500 sector 
breakdown:
• Owning Lowes Cos. (LOW) and Microsoft (MSFT) in the third quarter provided a

boost to performance as those stocks were up 20.72% and 16.43% respectively.
• Starbucks (SBUX) rebounded after a lackluster second quarter and was up 17.17% for

the third quarter.
• General Motors (GM) was a drag on performance for the quarter on weak car sales and

was off 13.60%.
• Microchip Technologies (MCHP) had poor earnings results and was down 12.86% for

the quarter.

Looking ahead to Q4
As we press on towards the end of the year, there is wide ranging concern surrounding the 
markets should trade disputes drag on or potentially escalate. Earnings season is rapidly 
approaching and with estimates for S&P 500 year over year earnings growth at over 20%, 
the bar has been set extremely high.  This could prove daunting for companies to beat levels 
this high. Earnings growth will most certainly be at a lower rate in 2019.  All that being 
said, the economy continues to look strong, earnings growth remains a support for stocks 
and a healthy corporate outlook is boosting consumer sentiment through job growth and 
consumer confidence.  The mid-term elections in November will definitely be worth keeping 
an eye on as continued uncertainty surrounding the markets will provide for more volatility. 
Look for the Crossmark Covered Call Income team to strategically place trades in order to 
generate additional income while using volatility to the strategies advantage.

U.S stock indices
continued to hit record
highs in September,
but investor sentiment
towards the end of
the month portrayed
a less bullish market
environment.

Source: Bloomberg

VIX vs S&P 500
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Definitions:
“Up and Out” – This occurs when the original call option is repurchased and another call option is sold.  
The new option is sold with a higher strike price and a later expiration date than the original option.

“Rolling Down” – This involves buying back the current call option and selling another call option with the 
same expiration date.  The only difference between the two call options is the strike price.  In this case, the 
new option has a lower strike price.

“At-the-Money” – Options with a strike price, or exercise price, equal to the price of the underlying asset. 
Theoretically, these options have a delta around 50%. 

“In-the-Money” – Options with a strike price, or exercise price, lower than the price of the underlying 
asset.  These options have a theoretical delta greater than 50%. 

“Out-of-the-Money” – Options with a strike price, or exercise price, greater than the price of the 
underlying asset.  These options have a theoretical delta less than 50%.

“Delta” – One of the “Greeks” derived from the Black-Scholes model for option pricing.  Theoretically, it 
states how much the price of the option will change given a $1 change in the price of the underlying asset.  
It is also commonly referred to as the “hedge ratio.” 

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

1 Model Portfolios are based on a hypothetical account managed during the current quarter. 
Actual characteristics and income may differ materially from model. As of 9/30/2018. 

Top 10 Model Holdings 1 Weight

1. Visa, Inc. 4.09%

2. Abbott Labs 4.00%

3. Oracle Systems Corp. 3.51%

4. Nike, Inc. 3.46%

5. Activision Blizzard, Inc. 3.40%

6. Cisco Systems, Inc. 3.32%

7. Intel Corp. 3.22%

8. Gilead Sciences, Inc. 3.16%

9. Delta Air Lines, Inc. 3.15%

10. Coca Cola Co. 3.15%

Total of Portfolio 34.46%

Covered Call Income strategy is designed 
for investors who want equity market 
participation with enhanced income 
potential. This approach is appropriate for 
investors looking for higher yields, capital 
appreciation and reduced risk levels.

Writing calls on securities held in the 
portfolio maximizes the gains that can be 
realized if the price of a stock increases, and 
investing in equity securities involves market 
risk, including the possible loss of principal.

Crossmark Global Investments, Inc. (Crossmark) is an investment adviser registered with the Securities and Exchange Commission that provides discretionary
investment management services to mutual funds, institutions, and individual clients.  Investment advice can be provided only after the delivery of Crossmark’s firm 
Brochure and Brochure Supplement (Form ADV Parts 2A and 2B) and once a properly executed investment advisory agreement has been entered into by the client.  

Information and recommendations contained in market commentaries and writings are of a general nature and are not intended to be construed as investment, 
tax or legal advice.  These materials reflect the opinion of Crossmark on the date of production and are subject to change at any time without notice.  Where data 
is presented that was prepared by third parties, the source of the data will be cited, and we have determined these sources to be generally reliable.  However, 
Crossmark does not warrant the accuracy of the information presented.

Options are not suitable for every investor.  Writing call options to generate income and to potentially hedge against market declines by generating option premiums 
involves risk.  These risks include, but are not limited to, potential losses if equity markets or an individual equity security do not move as expected, and the potential 
for greater losses than if these techniques had not been used.  If the market price of a security increases, a call option written against that security limits the gain 
that can be realized.  And, there are significant differences between the securities and options markets that could result in an imperfect correlation between these 
markets, causing a given transaction not to achieve its objectives.

All investments are subject to risk, including the possible loss of principal.  Past performance does not guarantee future results.

Crossmark Global Investments, Inc.
15375 Memorial Drive, Suite 200, Houston, TX  77079
888.845.6910  advisorsolutions@crossmarkglobal.com 
crossmarkglobal.com

About Crossmark’s 30 Year History
Crossmark Global Investments is an innovative 
investment management firm. We provide a 
full suite of investment management solutions 
to institutional investors, financial advisors 
and the clients we serve.  We have a multi-
decade legacy of specializing in values based 
investment strategies for clients.  Founded in 
1987, the firm is headquartered in Houston, 
Texas and manages approximately $5.2 billion 
in AUM. 
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September marked the sixth straight month of positive returns for the S&P 500.  For the 
just completed quarter, the index was up an impressive 7.71%; it’s best result since the 
final quarter of 2013. It also marked the eleventh gain in the last twelve quarters. In a 
very bullish development, the S&P 500 finally broke out to a new all-time high in late 
August.  It followed the NASDAQ, the smaller cap Russell 2000 Index, and the Advance/
Decline Line (a well-known technical indicator) which had already plowed on to new 
highs. The Russell 1000 Growth Index, our benchmark, led the S&P 500 by a couple 
of months in making a new high.  It also posted an impressive 9.17% return for third 
quarter. Our Large Cap Core Growth Model actually bested both the S&P 500 and the 
Russell Growth Index for the three month period. With several important indexes at new 
highs, the markets are said to be “in gear” which is another bullish development. Also 
notable, Apple became the first U.S. company to join the “four comma club” as its market 
capitalization crossed the one trillion dollar mark.  Not bad for a company that was 
teetering on bankruptcy some years back, before Steve Jobs worked his magic. And the 
bull market that began in March 2009 became the longest bull in history in August when 
it passed the 113.4 month mark and with few signs of it or the economy slowing down.

Turning to our Large Cap Core Growth Model, our best performing sectors were 
Healthcare and Technology, up 14.03% and 12.53% respectively.  However, we were 
underweight the tech-heavy Russell 1000 Growth’s tech sector so despite strong 
performance we lost some basis points from it.  On the flip side. Our lagging sectors were 
Energy and Staples, up .50% and 1.28% respectively.  As for individual stocks, our top 
performing stock was O’Reilly Automotive, up 26.96% on a superb second quarter report 
and outlook.  Eli Lilly came in a close second gaining 26.45% after reporting a strong 
second quarter and boosting full year guidance.  Laggards for the third quarter were Yum 
China, down 13.16% and Polaris Industries, down 12.29%.  Several adjustments were 
made to the portfolio during the period including swapping out Tapestry for Ross Stores 
and swapping Polaris into O’Reilly Automotive.  We also sold Microchip and trimmed 
our position in Constellation Brands.  We initiated positions in the smaller, faster-
growing Palo Alto, Intuitive Surgical and Square, Inc.  Near the end of the quarter we 
also eliminated Yum China from the model.

June 30, 2017

• For the second quarter, the
markets settled down a bit
and the S&P 500 scored
a nice 3.43% gain for the
period.

• Despite talk of a trade war,
the U.S. economy continues
to hum along.

• For the first time since record-
keeping started, the number
of jobs available exceeded
the number of unemployed.

LARGE CAP CORE GROWTH 
COMMENTARY

September 30, 2018CROSSMARKGLOBAL.COM
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Large Cap Core Growth Commentary

Looking at the economy, the U.S. continues to fire on all eight cylinders despite talk of a trade war.  In fact the chairman of the 
Federal Reserve, Jerome Powell, recently commented that we are enjoying a “remarkably positive outlook” and noted that “this 
historically rare pairing of steady, low inflation and very low unemployment is a testament to the fact we remain in extraordinary 
times.”  Currently both the manufacturing PMI and the service PMI are running well above the key 50 level, indicating both sides of 
the economy are in expansion mode.  The just released Markit PMI numbers for September reveal that the manufacturing PMI came in 
at 55.6, up from 54.7 in August and a four month high.  The service PMI posted at 53.5, a bit weaker than the 54.8 result from August 
and the weakest growth since January (but still well above 50). 

Businesses and consumers remain quite
optimistic.  Business sentiment (NFIB) 
recently hit an all-time high while 
consumer confidence is at its highest level 
in 18 years.  Looking at the employment 
situation, recent initial unemployment 
claims are at levels so low they haven’t 
been seen since the late 1960s when 
the U.S. population was much lower.  
The September unemployment report 
improved to 3.7% from 3.9% in August, 
and this is considered to be basically full 

employment.  The last time the unemployment rate was this low the U.S. was putting a man on the moon in 1969.  The most recent 
GDP number, the second quarter, came in at a brisk 4.2% pace and estimates for the third quarter are in the 3.5% area.  Two weaker 
indicators currently are home sales and auto sales which have recently slowed.  Note that they are both highly sensitive to rising 
interest rates which are being pushed up by the Federal Reserve and a red hot economy. Also, the Fed recently changed its wording on 
Federal policy by removing the word “accommodative.” Hopefully, these are not the “canaries in the coal mine” as some economists 
believe this economy is too good to last.

Strong corporate earnings should continue to provide a tailwind for stocks.  Currently, the S&P 500 consensus expectations for the 
third quarter are for earnings growth of a robust 19.3%, which would mark the third highest growth rate since the first quarter of 2011.  
That follows 25% and 24% in the first and second quarters, respectively, so we certainly are having a banner year earnings-wise (with 
much help from the big corporate tax cuts earlier this year).  For the full year, consensus estimates are for earnings growth of about 

20%.  At the sector level, energy is expected to report EPS growth of just over 100% 
followed by financials, up about 41% and materials, up about 29%.  Bringing up the rear 
are utilities at about 5%, real estate with a gain of just over 4% and staples at about 7.5%. 

With strong earnings growth the current S&P 500 PE ratio is only about 16.8x, about 
three PE points below its peak level in December 2017, so there is some cushion from 
that perspective.  One issue that concerns us is that earnings growth appears to be peaking 
this quarter and certainly will be at a lower rate next year.  In the first quarter next year 
we will have gone a full year since the tax cuts, making quarterly comparisons much 
tougher.  We expect growth to fall to 10% for 2019, which is normally good reading, but 
a big deceleration from 2018 and at a time when we expect rates to be rising.  This could 
definitely cause some investors to take profits leading to a sideways to down consolidation 
for stocks.  We will be watching this phenomenon closely as it develops.  

The bull market that 
began in March 2009 
became the longest 
bull in history in 
August when it passed 
the 113.4 month mark 
and with few signs 
of it or the economy 
slowing down.

Source:  IHS Markit

Manufacturing PMI Service PMI
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Top 10 Model Holdings 1 Weight

1. Microsoft Corp. 6.04%

2. Apple, Inc. 5.75%

3. Home Depot, Inc. 3.66%

4. JP Morgan Chase & Co. 3.37%

5. Cisco Systems, Inc. 3.20%

6. CDW Corp. 3.18%

7. UnitedHealth Group, Inc. 3.17%

8. Honeywell Intl, Inc. 3.03%

9. O'Reilly Automotive, Inc. 3.00%

10. Harris Corp. 2.92%

Total of Portfolio 37.32%

1 Model Portfolios are based on a hypothetical 
account managed during the current quarter. 
Actual characteristics and income may differ 
materially from model. As of 9/30/2018. 

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

Crossmark Global Investments, Inc.
15375 Memorial Drive, Suite 200, Houston, TX  77079
888.845.6910  advisorsolutions@crossmarkglobal.com 
crossmarkglobal.com

Crossmark Global Investments, Inc. (Crossmark) is an investment adviser registered with the Securities and Exchange Commission that provides discretionary
investment management services to mutual funds, institutions, and individual clients.  Investment advice can be provided only after the delivery of Crossmark’s firm 
Brochure and Brochure Supplement (Form ADV Parts 2A and 2B) and once a properly executed investment advisory agreement has been entered into by the client.  

Information and recommendations contained in market commentaries and writings are of a general nature and are not intended to be construed as investment, 
tax or legal advice.  These materials reflect the opinion of Crossmark on the date of production and are subject to change at any time without notice.  Where data 
is presented that was prepared by third parties, the source of the data will be cited, and we have determined these sources to be generally reliable.  However, 
Crossmark does not warrant the accuracy of the information presented.

All investments are subject to risk, including the possible loss of principal.  Past performance does not guarantee future results.

About Crossmark’s 30 Year History
Crossmark Global Investments is an innovative 
investment management firm. We provide a 
full suite of investment management solutions 
to institutional investors, financial advisors 
and the clients we serve.  We have a multi-
decade legacy of specializing in values based 
investment strategies for clients.  Founded in 
1987, the firm is headquartered in Houston, 
Texas and manages approximately $5.2 billion 
in AUM. 
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