
Wallick Investments Core Growth Composite 
received Morningstar’s 4-Star rating for 3-year, 5-year, 
10-year and Overall risk-adjusted performance among 
162 mid-cap blend products as of March 31, 2019=. This is the 
21st out of 28 quarters that Core Growth, Wallick Investments’ 

chief equity strategy, has received a 4-star or greater Overall Morningstar Rating.

Wallick Investments’ Fidelis composite received a 4-star Morningstar Rating 
among 454 large-cap value products for 3-year, 5-year and Overall risk-adjusted 
performance as of March 31, 2019=. This is the 13th out of 18 quarters that  
Wallick Investments’ Fidelis Composite has received a 4-star or greater  
Overall Morningstar Rating.
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Also in 1Q2019, Wallick Investments was proud to sponsor events supporting the following:

 A Moment of Hope Banquet   Daybreak Banquet 
 The Camden Irishfest    St. Peter’s Catholic School Mardi Gras    
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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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* 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 / VFIAX
 Excelsis: S&P 500 represented by the Vanguard 500 Index Fund / 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 points
1) After months of flattening, the U.S. Treasury yield curve finally inverted. Pessimists have been quick to   
 point out the yield curve’s track record for predicting recessions, but the nuances of the current yield   
 curve are not as clear cut.

2) While an inverted yield curve suggests slower economic activity up to a year and a half later, it is not   
 by itself a sufficient indicator of recession, and we look for confirmation beyond the yield curve. 

3) The U.S. stock market snapped back this year after a dreadful finish in 2018, with a big assist from the   
 US central bank. A lot seems to be going right so far in 2019; however, stock valuations are somewhat   
 stretched and with trade tensions rising, the next few months could be a tough slog for stocks.

4) Two factors may be behind the Fed’s sudden shift from methodically raising interest rates to holding   
 steady: a reassessment of what the “neutral” interest rate actually is, and recognition that inflation has   
 been too low for too long.
 

Overview
After months of 
flattening, the U.S. 
Treasury yield curve 
finally inverted in 
March, with the 
deepest inversion 
occurring in the 
3-year to 5-year range. 
Pessimists have been 
quick to point out the 
yield curve’s track 
record for predicting  
recessions because it reflects tightening monetary policy and reduced investor expectations for 
economic growth and inflation.

At Wallick Investments at least 70% of our asset allocation decisions are strategically based upon an individual client’s risk tolerance 
and time horizon. The other 30% of our asset allocation 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. 

A Current Investment Perspective 
1st Quarter Market Commentary 
May 2019
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Source: Charles Schwab & Co., Inc.
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Historical precedents should not be ignored, but the nuances of the current yield curve are not as clear-
cut as they appear on the surface. True, an inverted yield curve has preceded every economic recession, 
but not every yield curve inversion has been associated with a recession. We would take the current yield 
curve inversion more seriously if we had tighter financial conditions, which we do not. Credit conditions, as 
measured by the Chicago Fed’s National Financial Conditions Index (NFCI), remain favorable. Furthermore, 
the yield curve has inverted an average of 14 months ahead of recession, putting off the next recession call 
at least until sometime in 2020 based on history.

While an inverted yield curve suggests slower economic activity up to a year and a half later, it is not by 
itself a sufficient indicator of recession, and we look for confirmation beyond the yield curve. For example, 
first quarter real gross domestic product (GDP) was better than expected at 3.2%, and improvements in 
employment-related data led the Chicago Fed National Activity Index (CFNAI) to rise in March, suggesting 
continued growth in the U.S. economy, albeit below-trend. Furthermore, the Conference Board Leading 
Economic Index® (LEI) for the U.S. increased in April for the third month in a row, pointing toward 
continued growth over the next six months. 

Source: The Conference Board

With decent economic growth and an extremely tight labor market, it is notable that little inflation has 
been witnessed. Whether the lack of inflation is temporary or long term is yet to be seen, but for now it is 
allowing the Federal Reserve to sit on the sidelines with regard to interest rates.

Meanwhile, trade war tensions persist. There is more risk to investors for a deal falling through now than 
there was a few months ago. First quarter economic growth in both the United States and China
exceeded expectations and may have emboldened both sides to hold out on key concessions. A deal 
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between the United States and China that appeared imminent now seems to be falling apart, placing a 
weight on business confidence. It is still possible that talks will resume and a trade agreement will be 
ready to sign soon; however, if the dispute with China continues to escalate, stocks and the economy will 
likely suffer, but not to the extent most analysts and news commentators suggest.

Equity Commentary
The U.S. stock market snapped back this year after a dreadful finish in 2018, with a big assist from the US 
central bank. All areas of the market rose, but in general, growth beat value and smaller-cap stocks led 
larger equities. Large value was once again among the quarterly laggards.

A lot seems to be going 
right so far in 2019. 
Policy stimulus appears 
to have preempted a 
sharper slowdown in 
China, and US-China 
trade talks are ongoing, 
though agreement 
remains elusive. 
Eurozone growth 
rebounded in the first 
quarter, while the US 
economy and corporate 
earnings have held up well, pushing the S&P 500 Index to an all-time high. Most important of all, though, 
was the major change in policy by the Federal Reserve, which went from raising interest rates in December 
(and signaling more to come) to indicating in March that it expects to stay on the sidelines for the rest of this 
year and possibly the next.

Looking 
back, the past 
twelve months 
of market 
performance, 
however, shows 
the extent to 
which the first-
quarter rally 
was a round trip 
of the fourth-
quarter sell-off. Source: Morningstar®

Source: Morningstar®



Key Data Points in Our Asset Allocation and Factor Rotation Analysis

What does the data that we monitor regularly, and which we believe are most important to foreseeing 
economic recessions and associated Bear markets, currently say? 

  Leading economic indicators were up 0.2% in April and 0.6% over the past 6 months. The six
  month reading indicates continued economic growth, although potentially slower. Following are
  the five largest contributors to this month’s reading:

    Production contributed 0.00%

    ISM New Orders Index contributed -0.08%

    Leading Credit Index contributed 0.10%

    Interest rate spread contributed 0.01%

    Average Consumer Expectations for Business Conditions contributed 0.07% 

   The Chicago Federal Reserve’s National Activity Index was -0.45 for April and -0.32 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 -0.44

    Employment contributed 0.04

    Personal consumption contributed 0.01

    Sales, Orders and Inventories contributed -0.05    (Totals do not add to -0.45 due to rounding)

  The National Financial Conditions Index (NFCI) was most recently -0.87. Negative values indicate   
  looser credit conditions—a hallmark of more buoyant financial markets.

Wallick Investments Asset Allocation conclusions: Wallick Investments’ overweight to equity since 2009 
has been very beneficial to our clients. We will continue to stay over weighted equity until economic data 
changes. This data also leads us to “tilt” our factor rotation portfolio towards high quality companies. 

 

First quarter earnings season has been better than expected for the S&P 500; with a higher-than-average 
number of companies beating estimates. Earnings growth, however, is barely positive because expectations 
were low going in and second quarter estimates are only modestly positive as well. After setting all-time 
highs, stock valuations are somewhat stretched and with trade tensions rising, the next few months could 
be a tough slog for stocks. However, we believe a bear market is unlikely anytime soon because economic 
risks appear low. It is interesting that 
modest growth actually has been good for 
stocks. As shown in the adjacent chart, 
the S&P 500 has performed worse when 
earnings growth has been strong (>20% 
year/year) than when earnings growth has 
been modest (5-20%).
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Source: Ned Davis Research



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.

WI Core Growth Comparative Performance  1Q2019  1-yr.  3-yr.  5-yr. 10-yr. 

 WI Core Growth Composite     13.29    1.93  13.75    9.30 16.92  
 Weighted traditional indices benchmark     14.39    6.55  12.75   9.20 15.75  
 Weighted Morningstar® style benchmark     13.98    5.05  11.65    7.84 14.80
 Weighted factor benchmark     13.74    6.35 13.69  11.57 17.20

WI Dividend Focused Comparative Performance  1Q2019  1-yr.  3-yr.  5-yr. 10-yr. 

 WI Dividend Focused Composite       9.75   3.45   9.35   6.90 11.14  
 Weighted traditional indices benchmark     13.30    7.99  12.95      10.05  13.85  
 Weighted Morningstar® style benchmark     12.34    5.03 10.83   7.71 14.20
 Weighted factor benchmark     12.80   6.11  12.48  11.92 16.67

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

 WI Fidelis Composite         11.43   6.17   12.91   9.74
 Weighted traditional indices benchmark          14.39    6.55  12.75   9.20
 Weighted Morningstar® style benchmark          13.08     4.75 11.03   7.68
 Weighted factor benchmark          12.72    6.10  12.94      10.79

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

 iShares Core S&P 500       13.65   9.46 13.47           10.86 15.85  
 iShares S&P Mid-Cap      14.47   2.51  11.17  8.21   16.15  
 iShares S&P Small-Cap      11.60   1.54 12.54   8.43 16.94
 iShares MSCI International EAFE         9.96   -3.59    7.21   2.25   8.84  
 iShares Russell 3000      13.99    8.59  13.30 10.18 15.80
  iShares Russell 1000 Value     11.91   5.54  10.26  7.54 14.31
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Factor-based Indices  1Q2019   1-yr.   3-yr.   5-yr. 10-yr.
 MSCI USA Barra Value       12.51  8.48          13.56           10.86 16.54  
 MSCI USA Momentum       12.89 8.04          17.16           14.90 18.15  
 MSCI USA Quality      16.86        12.36          15.20 13.11 16.93  
 Vanguard High Dividend Yield       10.73 7.27          10.85   9.63 15.54
 iShares Edge MSCI Min Vol      12.69        15.52          12.44  12.55  n/a  
 iShares Edge MSCI USA Momentum      12.59 7.65          16.86 14.64  n/a
 iShares Edge MSCI USA Quality       16.01   9.01          12.63 11.45  n/a
 iShares Edge MSCI USA Value       11.04         -0.01          11.81   8.12   n/a

Morningstar Style Indices  1Q2019   1-yr.   3-yr.   5-yr.  10-yr.
 Morningstar US Large Core      12.94   6.90          11.84   8.91 14.54
 Morningstar US Large Growth      15.67         10.71          15.35           11.26  15.94
 Morningstar US Large Value      11.29   4.48          10.01  7.20 13.68
 Morningstar US Mid Core      13.94   2.33   9.67         6.34  14.51  
 Morningstar US Mid Growth      18.19   8.04          14.18  8.99 15.70
 Morningstar US Mid Value      12.94           0.66   8.55   5.87  14.46
 Morningstar US Small Core      13.34         -0.03          10.17  5.62  14.67  
 Morningstar US Small Growth      17.01   7.70          15.88  8.45 16.24  
 Morningstar US Small Value      12.13         -2.55   8.30  3.94  14.12

Wallick Investments’ Equity composite performance conclusion: 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 lastly, 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) which adheres to a similar moral screening strategy of the S&P 500. 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 ETF (CATH) vs. iShares Core S&P 500 ETF (IVV)      +0.93     -0.86     -0.66   +0.48 +0.32
1Q2019 performance data

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 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.

Wallick Investments’ International Commentary
International stocks encountered a much better investment climate in the first quarter of 2019 than they 
did in 2018. Investors became more optimistic about the macroeconomic, geopolitical, and corporate 
conditions around the world. 

The returns of individual markets ranged widely in the first quarter. For starters, Canada fared better 
than most other developed markets as many of its energy stocks flourished. Switzerland and the United 
Kingdom also outperformed, while Japan lagged. In the developing world, China led the way, thanks to 
improved sentiment about the economy and other factors. Russia also posted a relatively robust return; 
however, several emerging markets were slowed by local issues and posted relatively paltry gains, 
including Chile, Brazil, Mexico, and India.
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Portfolio Performance  1Q2019  1-yr.  3-yr.  5-yr. 10-yr.

WI International Model     12.76     -3.98   8.03          2.59   9.20 

 iShares MSCI EAFE ETF (EFA)       9.96           -3.59   7.21   2.25   8.84 

 iShares MSCI Emerging Markets ETF (EEM)       9.70           -7.79         10.03    3.10   7.79 

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’ Fixed Income Composites Commentary 
For much of 2018, the story in the bond market was rising interest rates and a steady flattening of the 
yield curve as the Fed tightened monetary policy. The bond market became the focus of attention in 
March when, amid signs of a slowing U.S. economy, the yield on the ten-year Treasury fell below that  
of the three-month bill. The sight of the yield curve inversion was enough to attract attention.

The March meeting of the Federal Open Market Committee (FOMC) surprised even those who expected 
a dovish outcome when the FOMC signaled not to expect rate hikes this year - and possibly next. As 
recently as six months ago, the committee expected to raise rates three times this year. Now, it does 
not envision raising rates at all in 2019. The FOMC’s economic forecasts have deteriorated, but only 
modestly, and not enough to justify such a big swing in the committee’s rate-hike expectations. Two 
factors may be behind the sudden shift: a reassessment of what the “neutral” interest rate actually is, 
and recognition that inflation has been too low for too long.



8

Portfolio Performance   1Q2019   1-yr.   3-yr.   5-yr.
WI Bond Composite     3.28    3.22  2.51     2.11
 iShares Core US Aggregate Bond ETF (AGG)                 2.94        4.57     2.10     2.75
 iShares Core International Aggregate Bond ETF (IAGG)                 3.05        5.20      3.44     n/a
 iShares JP Morgan USD Emerging Markets Bond ETF (EMB)             6.78        3.28    5.08     4.66

Portfolio Statistics                                                                        Composite       AGG  
 Duration                 4.65        5.51    
 Average Credit                 BBB          AA    
 Yield                 3.34        2.79
 

The logic is simple: The Fed wants to keep inflation averaging 2% across the business cycle. Inflation 
typically runs below 2% in bad economic environments; therefore, it must run higher than 2% in good 
economic environments to keep the average at 2%. In the current expansion, inflation has averaged 
a meager 1.3% over the past five years and 1.4% over the past ten years. One way to fix the inflation 
mechanism would be to encourage inflation above 2% during economic expansions. That would mean 
not raising interest rates even if inflation starts to bubble up. With inflation cool right now, there is no 
reason to raise rates. 

The combination of a lower neutral interest rate and a higher inflation threshold implies that rate hikes are 
not likely to happen in 2019 or in 2020. It would take a big jump in inflation to push the Fed back into 
tightening mode.

In economic theory, the neutral interest rate is the rate that does not encourage nor discourage inflation. 
What the neutral rate is varies. The FOMC has steadily lowered its median estimate of the neutral rate 
during this expansion, and this seems to have convinced the FOMC that the market disruption after 
December’s rate hike is a sign that the neutral rate has already been reached. 

The second factor behind the Fed’s dovish pivot is worry that inflation and inflation expectations are simply 
too low. Additional hikes are not needed until inflation warms up and suggests an overheating economy.
 



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 expect to be most effective during economic 
extremes with either high interest rates or recessionary contractions.

Wallick Investments’ Hedging conclusion: Based on current data, Wallick Investments believes small 
hedges should be maintained. 
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Conveniently located on the corner of Lady and Main

   
We are grateful for our clients and stakeholders. Our team endeavors to be faithful to the trust you have 

placed in us. We work to continue to exceed expectations and welcome your ongoing feedback as we 

strive to protect and grow the assets we manage. It is an honor to serve you. We welcome visitors and if 

you have not seen our new offices on the corner of Lady and Main, stop by. The 8th floor coffee aroma is 

usually ours. And we have complimentary parking vouchers for the Public Lady Street garage next door to 

our building entrance. Happy Summer everyone! 



Our investments honor science and faith. 

This means we implement highly quantitative 

investment processes while paying close 

attention to the activities of the companies 

owned by our investors.

WallickInvestments.com  1122 Lady Street, Suite 810  Columbia, SC 29201  803.699.9400
= ©2019 Morningstar, Inc. All rights reserved. See above.  © Wallick Investments, LLC 2019
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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. 


