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Markets and Performance
Over the last two quarters, we believed that growth and increased inflation expectations would push the longer end of the
yield curve higher, matching or slightly surpassing the high of the year back on March 31 when the U.S. 10-year Treasury
yield closed at 1.74%. We neared that level in October with a close of around 1.70%, but otherwise, it has been mostly a
downward trend for yields further out the Treasury curve from the March level. Although no one explanation is provided,
a combination of new COVID variants, concern over global growth, negative global sovereign yields, and periods of short
covering on Treasury notes all added to the push longer-term yields lower. With the change in expectation that the Federal
Reserve would end tapering sooner than expected, and rate hikes might begin as soon as the first quarter of 2022, shorterterm yields pushed higher. This resulted in a much flatter curve than investors anticipated for this part of the market cycle.
For the year 2021, although sprinkled with volatility, the 10-year Treasury yield moved from 0.91% on January 4 to 1.51% on
December 31. With this backdrop, all but one of the taxable fixed income model portfolios continued to outperform their
respective indexes year-to-date, with mixed performance across the model portfolios for the quarter due to yield volatility.
Positive and Negative Contributors to Performance
In December, we saw 10-year Treasury yields move higher by 11 basis points. This favored our more conservative approach
of a shorter duration positioning within the strategies. The two most consistent positive contributors to performance for all
taxable fixed income model portfolios were the effects of duration and income. As yields moved higher late in the quarter,
the overall shorter duration positioning worked as a positive contributor to model performance compared to the Index. Just
as we witnessed in previous quarters this year, the Treasury allocation for our strategies had a much shorter duration than
the Treasury allocation of the indexes. This was the most significant positive contributor to performance. Our overweight
to the corporate allocation and the addition of fixed-rate preferreds in some strategies provided a higher level of income
generation to the model portfolios compared to the indexes. The income component of total return was one of the most
prominent positive contributors for the model portfolios. The negative contributor most consistent across the taxable model
portfolios was the yield curve effect. With the Federal Reserve (and other central banks around the world) laying out plans
to quicken tapering and raise rates in 2022, the short end of the curve rose dramatically while the longer end of the curve
remained more stagnant. This flattening of the yield curve driven by the shorter maturities was a drag on performance for
many model portfolios, especially the Corporate Fixed Income model portfolio – the only strategy to lag its benchmark in
2021.
Looking Ahead
As described in our CIO, Bob Doll’s Annual 10 Predictions, we anticipate that yields will continue to trend higher to start
2022. In our opinion, the long end of the curve has been mispriced for some time. With volatility predicted to dominate the
next few quarters, we need to focus on quality and interest-rate sensitivity for our taxable strategies. Therefore, a shorter
duration and investment-grade focus remain appropriate for the near term. As yields approach the 2.0% level (which is
getting near the Federal Reserve’s terminal rate), our duration positioning will shift to neutral versus the benchmarks.
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Our Firm
Crossmark Global Investments is a faith-based firm that creates, manages, and distributes values-based investment strategies that equip financial
intermediaries and their clients to align their wealth with their passions and convictions. For over 30 years, the firm has delivered uniquely
constructed products based on its proprietary, disciplined, and repeatable process. Founded in 1987, the firm is headquartered in Houston, Texas.
For more information visit: www.crossmarkglobal.com.

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. Investment advice can be provided only after the delivery of Crossmark’s firm Brochure and Brochure
Supplement Form ADV (Parts 2A and 2B) and Form CRS, 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).
Some strategies incorporate values-based screening policies which exclude certain securities issuers from the universe of otherwise available investments. As a result, the
strategy may not achieve the same level of performance as it otherwise would have in the absence of the screening process. If the strategy has invested in a company that
is later discovered to be in violation of one or more screening criteria and liquidation of an investment in that company is required, selling the securities at issue could result
in a loss to the strategy. Further, the strategy’s values-based screening policies may prevent the strategy from participating in an otherwise suitable investment opportunity.
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.
This content may not be reproduced, copied or made available to others without the express written consent of Crossmark.
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