
Wallick Investments Fidelis Composite received Morningstar’s 
5-Star rating for 3-year risk-adjusted performance among 464 large-
cap value products, and a 4-star Morningstar RatingTM for 5-year 
and Overall risk-adjusted performance among 464 large-cap value 
products as of September 30, 2019=. This is the 15th out of 20 quarters 

that WI Fidelis has received a 4-star or greater Overall Morningstar Rating.

Wallick Investments’ Core Growth Composite received a 4-star Morningstar Rating  
among 163 mid-cap blend managers for 3-year, 5-year, 10-year and Overall 
performance as of September 30, 2019=. This is the 23rd out of 30 quarters that  

WI Core Growth Composite has received a 4-star or greater. Money Manager Review,  

a San Francisco-based firm providing independent analysis of private money manager 

firms, ranks Wallick Investments Core Growth Composite #3 in the nation among 16 

multi-cap managers for 10-year performance as of September 30, 2019.  

December 2019

Also in 3Q2019, Wallick Investments was proud to support the following events:

 National Right to Life Convention in Charleston, SC 
 Corpus Christi Catholic Church Golf Tournament  
 Lexington Chamber Golf Tournament
 Lexington Rotary Golf Tournament    

    
Wallick Investments offers free, no-obligation portfolio reviews, 
including an evaluation of performance and holdings. 
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Daniel T. Wallick
Managing Partner and

Chief Investment Officer

J. Wade Stinnette, Jr.
Principal and

Senior Portfolio Manager

Susan H. Wallick
Principal and Director of

Marketing and 
Communication

Jacob D. Wallick
Jr. Portfolio Manager 

and Managing Partner 
Associate

Left to right:

1122 Lady Street, Suite 810, Columbia, SC 29201
803.699.9400

WelcomeWelcome
Wallick Investments specializes in separate account portfolio management 
which honors both faith and science. We add value to our clients’ accounts by 
outperforming our industry peers and providing our clients with the time and 
confidence to pursue their dreams as we make the most of their investments. 
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WI Model Portfolios**
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* Comparable Benchmark Indices 
 Core Growth: Wilshire 5000 represented by Vanguard Total Stock Market ETF / VTI 
 Core Growth & Value (Fidelis): Wilshire 5000 represented by Vanguard Total Stock Market ETF / VTI
 Core Value (Dividend Focused): S&P 500 represented by the Vanguard 500 Index Fund Admiral Shares / VFIAX
 Excelsis: S&P 500 represented by the Vanguard 500 Index Fund Admiral Shares / VFIAX
 International: MSCI EAFE represented by iShares MSCI EAFE ETF / EFA
 Small-Cap (Aggressive): S&P 600 represented by iShares Core S&P Small-Cap ETF / IJR

** WI Model portfolios are developed and managed by Wallick Investments, LLC. 
 They do not represent an actual account or a composite of accounts.
 Each client’s portfolio holdings and weightings vary based on individual time frames and    
 risk tolerance. The portfolio models display performance data to illustrate past 
 performance and do not guarantee future results.

 In June 2013, Wallick Investments improved its previously subjective filtering process by adopting 
 formal moral investment guidelines and began utilizing a Biblically responsible filtering database.
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Key Data Points in our Tactical Asset Allocation  
and Factor Rotation Analysis
What does the data that we monitor regularly, and which we believe are most important to foreseeing 
economic conditions, currently say? 

  The Conference Board Leading Economic Index (LEI) was down 0.1% in October and  
  down 0.1% over the past 6 months. The six month reading indicates economic contraction.    
  Following are the five largest contributors to this month’s reading:

    S&P 500   -0.01

    Building Permits    0.14%

    ISM New Orders Index contributed    -0.14%

    Leading Credit Index contributed    0.04%

    State unemployment    -0.04%

    Average workweek production     -0.07% 

    Average Consumer Expectations for Business Conditions contributed     0.03% 

   The Chicago Fed National Activity Index (CFNAI) was -0.71 for October and -0.31 for the  
  last three months, indicating below average, but not recessionary, economic activity.  
  The contribution of each of the major index categories were as follows:

    Production and Income contributed    -0.55

    Employment contributed    -0.10

    Personal consumption contributed   -0.03

    Sales, Orders and Inventories contributed    -0.03    

  The National Financial Conditions Index (NFCI) was most recently -0.77. Negative values indicate   
  looser credit conditions—a hallmark of more buoyant financial markets.

At Wallick Investments at least 70% of our asset allocation and equity factor exposure decisions 
are made strategically. Our strategic asset allocations are based upon an individual client’s risk 
tolerance and time horizon. Our strategic factor exposure is based optimized long-term weightings 
of each factor. The other 30% of our asset allocation and equity factor exposure decisions are 
tactical and made based upon our top-down economic and market perspective. Although 30% is 
a smaller percentage, we believe it is important enough to share our view below. 

Investment Perspective 
3rd Quarter and Year-end Market Commentary 
December 2019
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Wallick Investments Tactical Asset Allocation and Factor Rotation conclusions:  

Wallick Investments’ overweight to equity since 2009 was very beneficial to our clients, however, a 
negative LEI and a temporary inversion of the 2-yr. and 10-yr. yield curve suggests a more cautious 
allocation would be prudent. In the middle of 3rd quarter, Wallick Investments moved to a neutral 
allocation to stocks. If the CFNAI had fallen below -0.37, we would have moved to an underweight 
allocation. The October data lead us to “tilt” our factor rotation portfolio towards high quality companies. 
The November data lead to a “tilt” towards value companies and if economic conditions continue to 
improve, we will move back to an overweight to equity.

 

General Overview
Investors experienced a fair amount of uncertainty and volatility in 2019, primarily driven by trade 
tensions, political developments, a global manufacturing slump, and an inverted U.S. Treasury yield curve. 
Domestically, the U.S. –China trade war weighed on business confidence, though job gains were resilient. 
The Federal Reserve acknowledged the emerging risks of a more pronounced global slowdown and moved 
to lower the federal funds rate by 75 basis points. 

Half-way through the third quarter, we reduced our equity allocation from overweight to neutral and 
increased the bond allocation from underweight to neutral. For balanced accounts, this meant moving 
from a 75% stocks / 25% bonds portfolio to 60% stocks and 40% bonds.  

We had been overweight equities since coming out of the last recession in 2009, yet we believed it was 
prudent to move to a more conservative stance for several reasons. For starters, Gross Domestic Product 
(GDP) growth has moderated over the course of 2019, weighed down by trade wars and fragility in the 
global economy. The CFNAI, a broad measure of economic activity and one we follow closely, also 
showed signs of slowing and came very close to sending an outright sell signal. It did not, but the U.S. 
Treasury yield curve inverted and U.S. manufacturing went from slow growth to moderate contraction. 
Both manufacturing and an inverted yield curve are considered leading indicators and we decided it was 
better to err on the side of caution rather than to ignore the warning lights on our dashboard.

Going into the New Year, our base case is that a recession will be avoided and GDP will continue to grow 
modestly, at least in the first half of 2020. Most of the recent weakness in GDP has been concentrated 
in the business sector, but consumer spending has held up well and the Federal Reserve has delivered 
stimulus in the form of three interest rate cuts, providing sufficient support for the economy to continue 
expanding. Additionally, the global economy may be showing signs of improvement, especially in China 
and Europe. Nonetheless, there is enough uncertainty that we are maintaining our neutral asset allocation 

In November, both the CFNAI and the LEI improved and now suggest the current economic expansion 
may continue well into 2020. 
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stance. A key risk in the coming year is that manufacturing and business investment continue to be weak, 
thereby depressing job growth and ultimately dampening consumer spending. It remains to be seen if 
the “phase one” trade deal with China generates enough clarity and confidence to spur investment by 
businesses. It also remains to be seen if positive clarity and confidence starts to replace the uncertainties 
surrounding Brexit, China’s relations with Hong Kong, and the U.S. election. Furthermore, the LEI, meant 
to forecast economic strength six months into the future, is flatlining, which is worrisome. As always, our 
objective indicators and models will be the major inputs to our positioning. Were they to show decisive 
improvement, we would likely raise our equity allocation back to overweight. 

3Q2019 Equity Commentary
We enter the year with a neutral outlook on U.S. stocks, meaning that we expect returns near the S&P 
500’s long-term average of 8–10% per year. Our outlook is based on the economy avoiding recession, 
corporate earnings growth remaining near 2019 levels, and the Fed holding interest rates steady. 

We expect market volatility will persist in 2020. Trade news may continue to drive market swings in both 
directions, absent a comprehensive U.S.–China trade deal. Were the trade war to end, it could create 
a backdrop for the S&P 500 to post back-to-back double-digit gains. Conversely, equity valuations are 
extended, and investors are optimistic and perhaps even complacent, making the market vulnerable 
to the next piece of bad news, no matter what it is. The downside risk scenario would include a more 
hawkish Fed, election uncertainty, an escalation in the trade war, and slower economic growth.

Earnings are expected to grow in 2020, but that expectation is based on a positive outcome to the 
U.S.–China trade war and improving economic conditions. Confidence in the U.S. economy and easier 
monetary policy by the Fed supported price-earnings (P/E) expansion in 2019. Given that further Federal 
Reserve rate cuts appear to be on hold, the wide gap between stock market performance and corporate 
after-tax profits suggests corporate earnings may have to accelerate.



Wallick Investments’ Equity Composites Performance Review
Wallick Investments makes security selection decisions through a non-emotional, bottom-up, “factor-based” 
process. Clients own a portfolio(s) of stocks which have a proprietary blend of multiple factors that have 
shown to outperform the overall market on a risk-adjusted basis over the long term. In addition to adding 
value through long-term outperformance, Wallick Investments also adds value by being transparent in 
performance reporting. When clients are aware of where they stand and the cyclicality of markets, they 
are better able to handle volatility and not make poor investment decisions based on emotion. Of course, 
past results are no guarantee of future returns.

Performance results of traditional market indices, our composites, and custom-weighted benchmarks 
based on traditional indices, Morningstar® style categories and factor-based indices as published by 
Morningstar®, are displayed below. The weighted traditional indices’ benchmarks and weighted-factor 
benchmarks are weighted according to target factor allocations for each Wallick Investments’ composite. 
The weighted Morningstar® Style benchmarks are weighted according to actual allocations at the end of 
the quarter.
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WI Core Growth Comparative Performance  3Q2019  1-yr.   3-yr.  5-yr. 10-yr. 

 WI Core Growth Composite      -0.81   -1.34  11.66    9.71 13.74  
 Weighted traditional indices benchmark       0.32    1.23   11.45   9.35 12.20  
 Weighted Morningstar® style benchmark       0.02   -0.29   10.73    8.40 11.56
 Weighted factor benchmark       1.31    1.40  13.67  11.33 14.84
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WI Dividend Focused Comparative Performance  3Q2019  1-yr.   3-yr.  5-yr. 10-yr. 

 WI Dividend Focused Composite       2.71    1.51  10.02   8.36 11.20  
 Weighted traditional indices benchmark       1.27    3.53   10.81        8.55  10.88  
 Weighted Morningstar® style benchmark       0.99    1.28  10.21   7.95 11.18
 Weighted factor benchmark       1.91   2.32   12.38          10.31 14.21

WI Fidelis Comparative Performance  3Q2019  1-yr.   3-yr.  5-yr. 

 WI Fidelis Composite           1.70    3.15    12.81  10.17
 Weighted traditional indices benchmark            0.75     2.34    11.21   9.00
 Weighted Morningstar® style benchmark            0.44      0.32  10.35   8.09
 Weighted factor benchmark            1.91     2.21   12.73          10.60

Select Multi-factor Peer Performance  
(with >30% SMID allocation) 3Q2019  1-yr.   3-yr.  5-yr. 

 Hartford Multi-factor US Equity            2.32    -0.32   11.63   
 Xtrackers Russell 1000 Cmprhsv Fac            2.25      4.47  11.29  
	 Global	X	Scientific	Beta	US		 										2.59		 			4.98		 	11.23
	 JPMorgan	Diversified	Return	US	Eq		 										1.89		 			4.05		 	11.12
 FlexShares Mstar US Mkt Factors Tilt            0.60    -0.17   10.91   9.14
 iShares Edge MSCI Multifactor USA            1.09   -1.89   10.64
 AQR Large Cap Multi-Style I           0.96   -3.55   10.33   7.43          

Traditional Indices  3Q2019    1-yr.     3-yr.    5-yr. 10-yr.

 iShares Core S&P 500         1.69   4.22  13.36          10.79 13.17  
 iShares S&P Mid-Cap        -0.09  -2.55     9.32   8.82   12.45  
 iShares S&P Small-Cap       -0.20  -9.35    9.32    9.87 12.97
 iShares MSCI International EAFE        -1.12   -1.40     6.42    3.21   4.82  
 iShares Russell 3000        1.12    2.76   12.65          10.27 12.89
  iShares Russell 1000 Value       1.31   3.86     9.25   7.61 11.26
 
 

Factor-based Indices  3Q2019     1-yr.     3-yr.    5-yr. 10-yr.
 MSCI	USA	Barra	Value		 								1.58			 	2.55									 12.87										10.64	 13.25		
 MSCI USA Momentum          0.88  2.12         17.35           14.65 16.19  
 MSCI USA Quality        2.52           7.64          15.96  13.18 14.83  
 Vanguard High Dividend Yield          2.46   5.36          10.57    9.36 12.61  
 iShares Edge MSCI Min Vol        4.24          14.62          14.40   13.48         16.15  
 iShares Edge MSCI USA Momentum        0.85   1.72          17.06  14.39  n/a
 iShares Edge MSCI USA Quality          1.33           4.12           13.10           11.21  n/a
 iShares Edge MSCI USA Value          1.81          -3.87          10.61    7.88   n/a
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WI Factor Rotation Comparative Performance  3Q2019  ITD   

 WI Factor Rotation Model (inception 5/1/19)       1.07   4.22  
 Equally-weighted factor benchmark       2.39    4.54      

Morningstar Style Indices  3Q2019   1-yr.   3-yr.   5-yr.  10-yr.
 Morningstar US Large Core        1.45   3.00          11.70   8.98 11.76
 Morningstar US Large Growth       -0.47           1.87           14.62           11.04  13.13
 Morningstar US Large Value        1.52   1.93            9.43  7.30 10.66
 Morningstar US Mid Core        0.10  -1.36   8.70         6.61          10.94  
 Morningstar US Mid Growth       -1.80   1.10          13.10  9.89 12.56
 Morningstar US Mid Value         0.41         -2.14   7.04   6.26  10.65
 Morningstar US Small Core       -1.27          -7.72            7.21  6.89  10.68  
 Morningstar US Small Growth       -4.17  -7.52          11.52  9.63 12.29  
 Morningstar US Small Value       -0.57         -9.38   4.92  5.03    9.36

Wallick Investments’ Equity composite performance conclusion: 
In the third quarter, the U.S. outperformed international markets, Value outperformed Growth and 
Large-Cap continued to outperform Small and Mid. Minimum Vol was the strongest equity factor and 
Momentum was the weakest, breaking a trend of significant strength.

Although our performance has been good, we know investing themes come in and out of favor, but over 
the long term, Quality, Value, Momentum and Low Volatility stand out. We continue to have the utmost 
confidence in our investment processes and believe our factors reward patient investors. Our conviction is 
supported by an abundance of academic research, a rush to create new “factor-based” ETF products and 
historical results.

Wallick Investments’ Strategic Moral Investing Commentary
Wallick Investments’ stock-selection processes allow clients to integrate their faith and investments. The 
biggest concern with such a strategy is what might be given up in investment performance. Most studies 
suggest very little trade-off. During some time periods, there may be underperformance, and in others, 
outperformance. To evaluate the cost or benefit of our strategy, we monitor a benchmark (S&P 500 Catholic 
Values Index) that utilizes a moral screening strategy of the S&P 500, that is similar to ours. The results 
below show how the S&P 500 Catholic Values Index performed relative to the iShares Core S&P 500 ETF:

    3 mo. 1-yr. 3-yr.  5-yr.  10-yr.

S&P 500 Catholic Values Index vs. iShares Core S&P 500 ETF (IVV)            -0.03     -0.10    +0.21   +0.11 +0.23
Performance data as of 10/31/2019

Wallick Investments’ Strategic Moral Investing conclusion:  
Strategic Moral Investing outperformed in the majority of time periods shown above. Most of the deviation 
in performance of the iShares Core S&P 500 ETF versus the S&P 500 Catholic Values index is due to the 
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Portfolio Performance  3Q2019  1-yr.  3-yr.  5-yr. 10-yr.

WI International Model      -2.35     -3.87   5.51          2.33   4.90 

 iShares MSCI EAFE ETF (EFA)      -0.79           -0.97   6.80   3.49   4.96 

 iShares MSCI Emerging Markets ETF (EEM)      -4.75           -2.61           5.58    2.09   2.64 

Wallick Investments’ International conclusion:  

International equity markets appear undervalued relative to the U.S. equity markets. Leading economic 
indicators suggest improving conditions, however, trade wars will likely mean limited relative 
advancement for international markets.

Wallick Investments’ International Commentary
International stocks made double-digit gains in 2019 as central banks shifted to interest rate cuts. 
As shown in the accompanying chart, the share of central banks in easing cycles is at 85%, the 
highest since April 2010 and up from just 35% in early 2019. The policy picture will likely remain 
accommodative, with 
the Fed on hold after 
three rate cuts, the 
European Central 
Bank engaging in 
“quantitative easing,” 
and possibly more 
stimulus from other 
central banks. Growth 
in 2020, however, 
may depend more 
on comprehensive 
trade deals and fiscal 
stimulus to reverse 
the global slowdown 
in manufacturing and 
business investment.  

relative performance of large pharmaceutical companies. Like most academic studies suggest, Wallick 
Investments believes moral filtering may have a positive or negative impact over short-term periods, but 
has limited impact on long-term performance.
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Portfolio Performance   3Q2019   1-yr.   3-yr.   5-yr.
WI Bond Composite     1.93    8.86  3.05     3.01
	 iShares	Core	US	Aggregate	Bond	ETF	(AGG)		 															2.34		 					10.33		 			2.84		 			3.31
	 iShares	Core	International	Aggregate	Bond	ETF	(IAGG)		 															3.16		 				11.50		 				4.20	 				n/a
	 iShares	JP	Morgan	USD	Emerging	Markets	Bond	ETF	(EMB)														1.18		 				11.32	 			3.86		 			5.07

Portfolio Statistics                                                                        Composite       AGG  
 Duration                 5.90        5.29    
	 Average	Credit	 															BBB		 										A	 	 	 	
 Yield                 3.15        2.22

Wallick Investments’ Fixed Income conclusions:  

Fixed Income markets appear steady with no interest rate changes on the near term horizon. This should 
allow fixed income securities to provide rates of return near their coupon yields. 
 

Wallick Investments’ Fixed Income Composites Commentary 
The U.S. Treasury yield curve is no longer inverted thanks to three interest rate cuts totaling 75 basis 
points by the Federal Reserve. The Fed appears to be on hold for now and the bar to change policy is 
high. It is difficult to see the Fed raising rates so long as inflation runs consistently at or below its 2% 
target, and it would take a negative change to the economic outlook to warrant additional rate cuts. 
With the U.S. growing modestly, the Federal Reserve on hold, and inflation low, fixed income yields 
should be range-bound and credit spreads should remain tight.

Inflation should be muted in 2020. The labor market is at or near full employment, but there is still 
excess production capacity in the economy, which tends to be disinflationary, and the tariff impact on 
inflation has been limited so far. 

With tentative signs that global growth may be improving, there could be some upside risk to the 
outlook. Bond yields could move higher in 2020 as recession fears ease. The lagged impact of the 
Federal Reserve’s interest rate cuts, signs of stabilization in the global economy, and a modest uptick in 
inflation could provide a boost to intermediate- and long-term yields. 

Despite signs of economic stabilization, we see risk in the more aggressive high-yield segment of the 
bond market. The yield advantage they offer relative to Treasuries is low and investors are not being 
adequately compensated for the credit risk. We have reduced exposure to high-yield bonds and have 
moved up in credit quality within the investment grade market. 

At current valuations, municipal bonds still appear attractive for investors in higher tax brackets.



Wallick Investments’ Hedge
Where it is appropriate for the individual client, we maintain an allocation to hedging strategies to
dampen volatility and/or invest in inflation protected non-correlated assets. This portfolio will range from 
0–100% commodities and 0–100% long-term treasuries. It can also hold Treasury Inflation-protected 
securities, ETFs investing in specific commodities, currencies, market neutral strategies and small 
positions against market volatility. Allocations to this strategy are expected to be most effective during 
economic extremes with either high interest rates or recessionary contractions. In the 4th quarter, Wallick 
Investments incorporated our Hedge strategy into our Tactical Asset Allocation model.

Exciting News!
Wallick Investments, LLC marks 
15 years of business June 2020  
and is honored to continue to offer a 
disciplined, factor-based investments 
process designed to achieve 
institutional quality performance— 
without moral indifference! 
 
Wallick Investments’ experience 
since the inception of our WI Fidelis 
portfolio in 2012 has shown us that 
one evenly weighted or optimized 
multi-factor portfolio can perform 
better than two or more portfolios 
consisting of fewer factors. We have also recently found research supporting the potential ability to 
tactically rotate individual factors within a concentrated portfolio to achieve long-term results significantly 
higher than the S&P 500 Index. 

In our on-going effort to provide our clients with continuously improving risk-adjusted performance, we 
are honing WI portfolio management. Instead of offering a total of 9 portfolios consisting of 6 strategic 
stock portfolios, 1 hedge portfolio, 1 preferred stock portfolio and 1 bond portfolio, we are reducing to 
5 portfolios consisting of 2 strategic/core stock portfolios (WI Fidelis and WI Excelsis), 1 tactical asset 
allocation portfolio (WITAA), 1 tactical factor rotation stock portfolio (WITFR) and 1 bond portfolio (WI 
Bond). WI Fidelis and WI Excelsis are our strategic, multi-factor core portfolios and the only difference 
between these two portfolios will be that WI Excelsis will consist solely of companies that are acting as a 
“force for good.” All retirement accounts have already been adjusted and adjustments to taxable accounts 
will be phased in based on any associated tax considerations.
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= The Morningstar RatingTM for funds, or “star rating”, is calculated for separate accounts with at least a three-year 
history. It is calculated based on a Morningstar Risk-Adjusted Return measure that accounts for variation in a 

managed product’s monthly excess performance, placing more emphasis on downward variations and rewarding 
consistent performance. The top 10% of products in each product category receive 5 stars, the next 22.5% receive 

4 stars, the next 35% receive 3 stars, the next 22.5% receive 2 stars, and the bottom 10% receive 1 star. The 
Overall Morningstar Rating for a managed product is derived from a weighted average of the performance figures 

associated with its three-, five-, and 10-year (if applicable) Morningstar Rating metrics.

© 2019 Morningstar, Inc. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) 
may not be copied or distributed; and (3) is not warranted to be accurate, complete, or timely. Neither Morningstar nor its content providers are 

responsible for any damages or losses arising from any use of this information. Past performance is no guarantee of future results. 


