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What a year it has been, and we are only in July! The second quarter was interesting in that we saw much of the
damage from the first quarter reversed to an extent and markets beginning to trend higher. Even with equity
markets surging, the bond market closed out the quarter right about where it started. That doesn’t mean we
didn’t have volatility over the last three months, but looking at the starting and ending points for the US 10yr
treasury wouldn’t tell that tale. As states began to open up across the nation, the anticipation of a quick and
strong recovery was front and center for the markets, and we saw yields climb, just to falter as some of these
same states had to reverse their plans due to spikes in COVID-19 cases during the month of June.
For the Crossmark taxable fixed income strategies, the sectors in the portfolio that were hardest hit at the
end of the first quarter were the same ones that rallied in the second quarter. Those sectors include financial
and energy investment-grade corporate names and the fixed-rate preferred allocation in the Current Income
Portfolio and Income Opportunities strategies. We overweight the investment-grade corporate sector to
provide strong cash flow compared to comparable indices. Our allocation to this sector, coupled with the
income component, was the largest positive contributor to the outperformance over the quarter for the Core
Fixed, Current Income Portfolio, and Income Opportunities strategies. The largest detractors were the duration
effect as yields remained range-bound and the selection effect within the corporate allocation.
With a Federal Reserve that has stated Fed Funds rates will remain near zero until the end of 2022 and
discussions around yield curve targets at FOMC meetings, we anticipate that there won’t be a large shift higher
in the longer end of the yield curve any time soon. This could change if treasury issuance and QE actions
continue, but any move would still be limited. In that environment, we are working to extend duration in our
strategies as appropriate. In such a low yield environment, generating current yield is becoming more difficult,
but we continue to build portfolios with investment-grade corporate names with strong balance sheets and
solid cash flows that can survive the struggles from COVID-19 without a break in their interest or principal
payments. Our investment process of focusing on duration, yield curve structure, sector allocation, and security
selection remains steady and will allow us to adjust our strategy as appropriate as we head into the second half
of the year.
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Our Firm
Crossmark Global Investments is a boutique investment management firm that provides a full suite of investment strategies to institutional
investors, financial advisors, and the clients they serve. For over 30 years we have delivered uniquely-constructed products based on our
proprietary, disciplined, and repeatable process. We are especially known for helping our clients align their investments with their values by
creating socially-conscious, responsible investment strategies. Founded in 1987, we are headquartered in Houston, Texas.

Contact a member of our Advisor Solutions Team
advisorsolutions@crossmarkglobal.com | 888-845-6910
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. 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. 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.
All Investments are subject to risks, including the possible loss of principal. Past performance does not guarantee future results. Fixed income investments
generally involve three principal risks—interest rate risk, credit risk, and liquidity risk. Prices of fixed-income securities rise and fall in response to interest rate
changes (interest rate risk). Generally, when interest rates rise, prices of fixed-income securities fall. The longer the duration of the security, the more sensitive the
security is to this risk. There is also a risk that the issuer of a note or bond will be unable to pay agreed interest payments and may be unable to repay the principal
upon maturity (credit risk). Lower-rated bonds, and bonds with longer final maturities, generally have higher credit risks. As interest rates rise and/or the credit risk
associated with a particular issuer changes, bonds held within a portfolio may become difficult to liquidate without realizing a loss (liquidity risk).
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.
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.
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