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Enjoy the Journey. 
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Seasoned 

investment 

management 

team with an 

average of 27 

years of 

industry 

experience. 

 

Elizabeth A. Schoenberg 
Portfolio Manager 

Years Experience: 27 

Mason Wev, CFA, CMT 
Portfolio Manager 

Years Experience: 19 

Anthony W. Soslow, CFA 
Senior Portfolio Manager 

Years Experience: 27 

Jamie Mullen 
Senior Portfolio Manager 

Years Experience: 29 

David J. Rights 
Director of Research 
Years Experience: 46 

Maira Thompson 
Senior Portfolio Manager 

Years Experience: 33 

Steven T. Grant 
Senior Portfolio Manager 

Years Experience: 39 

Harry Clark 
Chief Executive Officer 

Years Experience: 45 

K. Sean Clark, CFA 
Chief Investment Officer 

Years Experience: 21 

John Clark, CFP 
Portfolio Manager 

Years Experience: 23 

Robert Bennett 
Portfolio Manager 

Years Experience: 10 

Kevin Bellis, CFA 
Portfolio Manager 
Years Experience: 4 
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Presenter: Gary DeMoss, Managing Director 
Invesco Consulting 

 
Follow Us on Twitter: @ClarkCapital 
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Managing Director 

Invesco Consulting 
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Personalized Portfolio Construction Defined 

Follow Us on Twitter: @ClarkCapital 

Presenters: 
Brendan Clark, CFA®, President 

Paul Binnion, Director of Strategic Development 
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A Goal without a Plan Is Just a Wish.  
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You 
Your 

Investment 
Consultant 

Your 
Relationship 

Manager 

Your 
Service 

Specialist 

12 
Portfolio 

Managers 
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Better Understanding of the Process 

Address the “Why”, not Always the “What” or 
the “How” 

Benefits to Your Clients and to Your Practice 
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84 Million Baby Boomers 

10,000/Day Retiring 

$40 Trillion Dollars at Risk 
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Source: Natixis 2014 Investor Insight 

Nearly 60% of Investors Have No Set Financial 
Goals 

Almost 70% Have No Financial Plan 

80% Are Making Decisions on Gut Instinct 

 Only 22% of survey respondents had confidence in 
their long-term investment strategy 

Presenter
Presentation Notes
Natixis 2014 Investor Insight

Lets take a look at the opportunity 

What investors really need is someone who can give them a reality check, provide them with a plan, and help them map out their own financial future. There’s simply too much information out there for clients to be able to piece it together themselves and have expectations grounded in reality.

According to a survey conducted last year, 70% of consumers polled wanted to work with advisors who focus on comprehensive planning according to the CFP Board. 

Taking a holistic planning approach – staying engaged with clients will continue to win the future.   

What is the opportunity really? It’s $23 Trillion dollars. That’s the wealth out there, and it’s changing hands at a velocity  never before seen. 
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Source: Read and van Leeuwen  (1998) 

26% 

70% 
74% 

30% 

1 Week from Now Today

Choose Chocolate Choose Banana

Presenter
Presentation Notes
Copyright Hersh Shefrin , 2014
Mario L Belotti Professor of Finance Santa Clara University
April 2014 

Do a poll 

Taste vs. Health

This is another reason why it is important to be engaged all the time.   Staying engaged will help clients make the right long-term decision now. 

This really connects back to the underlying psychological framework that drives risk. Clients are all different in their ability to make good decisions. Some people have the ability to demonstrate better behavior than others. And if we’re going to go about helping clients change behavior, understanding how someone is wired is important. Neuroscientists identified a gene. The gene COMT has variance and is made up of 2 molecules. If you have equal amounts, you are better able to plan and have self control. Some of us are more prone to making less rational decisions simply because of how our brain is wired.
 
Education, help from friends, help from advisors can help clients identify where they want to go and then actually get there.

Clark Capital has completely reformatted how it goes about making recommendations. In the past, we started with a product. We’ve re-engineered our process so that we start with the client’s goals and objectives. In doing so, the client never has to take their eye off the future goal. There is less temptation in the here and now to make a bad choice (the chocolate). .  If we personalize the investment plan, we make it easier for us to bring the clients back to plan… it’s their plan!  Who cares what the S&P 500 did last year?  Did you reach your Personal Benchmark?  Are you still on plan?  We have all seen the Dalbar studies, tight?  Do I need to break that out?  If we keep clients on plan, we keep them in the game and prevent them from making the wrong decisions at the wrong time, then we have done our job successfully.

We introduced a whole new process of engaging with our Partners in a collaborative way to ensure we develop a highly personalized investment plan that aligns with the financial plan.  Every client is unique.  Each client may have different dreams, goals, objectives, income needs, tolerance for risk and even capacity to take risk with their investments.  We believe that a client’s investment plan should be just as unique as their financial plan.  The Case Design process guides our Investment Consultants and Partners along a path to ensure that the investment plan supports the success of the financial plan.
 
PUMA
In keeping with our Client First theme, we are introducing the Navigator Personal UMA.  This capability offers complete personalization of the investment plan.  We can take existing Clark Capital strategies and blend them together into a customized portfolio uniquely designed to reach the client’s goals and objectives… all in one account.  It is customization with simplicity.
 
New Proposal
To support a client-centered Case Design process, we felt compelled to develop a more client-centered investment proposal.  We are helping you connect with the client on their level.  It is streamlined.  It uses plain language.  Provides a whole-household perspective from a goal, risk and return standpoint.  It even allows for Personal benchmarks.  When you develop a financial plan for a client, is the plan centered around the S&P 500 or the Russell 2000?  What about the Barclays Agg?  No, it’s all about the client.  What are their goals and dreams and what will it take to get there.  
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Survey: CEG and MMI 

Make Smart Decisions with Their Money 

Mitigate Taxes 

Take Care of Heirs 

Make Sure Assets Are Not Unjustly Taken 

Make a Difference 
(Charity, Philanthropic Efforts) 

 

Presenter
Presentation Notes
An extensive survey of the affluent by CEG in conjunction with MMI – no where in this survey does it mention investments- beating a benchmark – asset allocation etc – Clients are looking for an advisor to watch their back – help them be smarter. But to get to the stage where you can help clients be smarter, you need to build trust and communicate value.
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What Happens When 
Planning Fails? 
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… 

Presenter
Presentation Notes
Industry not well respected
Differentiation is an issue
Has anyone read this book?
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Source: Accenture http://www.accenture.com/SiteCollectionDocuments/PDF/Accenture-CM-AWAMS-Wealth-Transfer-Final-June2012-Web-Version.pdf 

Asset management industry traditionally 
product first, client comes last 

Clients and advisors focused on benchmarks, 
fueling emotional decision making 

Presenter
Presentation Notes
 How many of you 10 years ago sat down 10 years ago and showed a client that the investment averaged 10% over the last 10  years?

Is that the same story you are telling now? No! 
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“If you don’t like what’s being said, change the 
conversation.” – Don Draper, Mad Men 

Keeping clients focused on their own needs 
requires asset managers to focus on the clients 
first and to build the product set around their 
specific needs. 

Presenter
Presentation Notes
 Relevance is key
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How Personalization Can Help You Reach the Next 
Generation of Clients 

How Personalization Can Create Client Advocates 
Leading to Introductions 

Helping Clients Connect More Deeply with their 
Investments 

Collaborative Teams Working Towards A Common 
Goal – The Client 

Personal Benchmarking 

Presenter
Presentation Notes
  

According to research from Bain & Company Consulting group, customization helps companies reach specific customers such as millennials.
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Client’s Goals 

P
L
A
N 

NAVIGATE 

SUCCEED 
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Client’s Goals 

P
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N 

NAVIGATE 

SUCCEED 
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Case Design Process 

Income Planning Tool Box & Reporting 

Bond Diagnostic 

Morningstar Direct 

Overlap Analysis 

Investment Allocation Concerns, Observations & 
Recommendations (Current vs Proposed Convo) 

Personalized UMA 

Personal Benchmarking 

Investment Policy Statement 
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*Assumptions of segment behavior are based on generally accepted overall investment sector behavior related to general economic cycles. No assurance can be given that the assumptions 
will prove to be correct, and the difference between assumptions and actual results of specific investments within the segments could vary materially. Past performance does not guarantee 
future results. An investor should carefully consider the investment objectives before investing. You should consult with your financial and tax advisors before undertaking any investment 
action.  
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Assumptions of segment behavior are based on generally accepted overall investment sector behavior related to general economic cycles. No assurance can be given that the assumptions 
will prove to be correct, and the difference between assumptions and actual results of specific investments within the segments could vary materially. Past performance does not guarantee 
future results. An investor should carefully consider the investment objectives before investing. You should consult with your financial and tax advisors before undertaking any investment 
action.  

Year 
1-3 

Year 
8-18 

Year 
19-27 

Year 
28-34 

Year 
35-41 

Year 
4-7 
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Assumptions of segment behavior are based on generally accepted overall investment sector behavior related to general economic cycles. No assurance can be given that the assumptions 
will prove to be correct, and the difference between assumptions and actual results of specific investments within the segments could vary materially. Past performance does not guarantee 
future results. An investor should carefully consider the investment objectives before investing. You should consult with your financial and tax advisors before undertaking any investment 
action.  
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Assumptions of segment behavior are based on generally accepted overall investment sector behavior related to general economic cycles. No assurance can be given that the assumptions 
will prove to be correct, and the difference between assumptions and actual results of specific investments within the segments could vary materially. Past performance does not guarantee 
future results. An investor should carefully consider the investment objectives before investing. You should consult with your financial and tax advisors before undertaking any investment 
action.  
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Assumptions of segment behavior are based on generally accepted overall investment sector behavior related to general economic cycles. No assurance can be given that the assumptions 
will prove to be correct, and the difference between assumptions and actual results of specific investments within the segments could vary materially. Past performance does not guarantee 
future results. An investor should carefully consider the investment objectives before investing. You should consult with your financial and tax advisors before undertaking any investment 
action.  



34 



35 



36 



37 



38 



39 



40 



41 



42 



43 



44 

20% 

20% 

40% 

20% 

Fixed Income Total Return International Equity/ADR
All Cap U.S. Equity Core Taxable Fixed Income

Presenter
Presentation Notes
Eat Well and Exercise Analogy
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Why Does Personalization Matter So Much 
Today? 

What Is the Opportunity for Your Business? 

 Differentiate Your Practice – Retirement Planning 
and Risk Planning 

 Reaching a New Generation of Clients 

How Do You Incorporate Personalization? 

 The Client-First Approach  

Presenter
Presentation Notes
Three things we’ll discuss:

Why it’s so important to incorporate Personalization into your practice today. We’ll look at a few examples across industries, and we’ll examine the threats and opportunities in our industry to show how, if you can get this right, you’ll set your practice up for success today and for the next generation.

What is the opportunity? How you can use Personalization and technology to deliver on the one thing clients are most worried about today: Having enough money to last throughout their lives. And it’s not just about the investments, it’s about delivering a clear, concise and simple roadmap that clients understand. Clients want to see their investments besides their social security and annuity income. You do this and you’ll be able to make the case for consolidating assets held with other investment advisors.

The Client-First approach – the asset management industry is changing. You hear a lot about outcome oriented investing and goals based investing. But none of that matters if you can’t execute on it. Yes, the themes are important, but the strategies matter too. We’ll talk about how concepts like a personal benchmark can help clients focus on their own needs, not the results of market benchmarks. But we’ll also talk about some of the tactical tools that are so important when clients start to stress out. We’ve been managing a downside hedging strategy for over ten years that helped clients stay in the markets and recover from a higher base after the Great Recession. We are over 6 years into a bull market and the S&P has averaged 18% a year since the recession! We know that on average there is a 20% or greater correction once every three years, and when that happens, client’s risk tolerances change. Approaches that are adaptive and flexible to changing risk tolerances can be the difference between being like every other advisor, and standing out in the crowd.
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Personalized Solutions 

A Framework for Asset Allocation 

 Case Design 
 Income Planning – We help you build the buckets that 

are the foundation for the personal benchmark 

Personalized Risk Management – Risk Tolerance 
Changes! 

 Spectrum of Risk Management Tools 
 Sentry: Keep Clients in the Game 

Presenter
Presentation Notes
Everyone talks about Personal Benchmarks, but without a Personalized Solution you cant have the bmark

Access to Portfolio Managers for HNW Clients
Bond Diagnostic
Overlap Analysis
Investment allocation concerns, observations & recommendations (Current VS proposed convo)
Personalized UMA
Personal Benchmarks
Personalized Risk Management
Investment Policy Statement

Client commitment to a financial plan over full market cycles  (i.e. in both bear and bull markets) may be enhanced
Retention across market environments may increase
May reduce  client anxiety during times of market stress
May assist in preservation of fee based revenue in bear markets
May grow revenue during times of economic expansion 
Competitive advantage among peers   
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Presenter: 
K. Sean Clark, CFA®, Chief Investment Officer  
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Passive Active 
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Top-Down 

 Relative Strength 

Bottom-Up 

 Fundamental Analysis 
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Asset Class 

Risk  

Management Methodology 

Time (Investment Planning) 
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Seek to provide superior risk adjusted returns 
through a disciplined process focused on  

 Meaningful diversification 

 Opportunistic asset allocation 

 Systematic risk management 
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Presenter
Presentation Notes
So how does Clark Capital add volatility to a portfolio…



54 Source: Ned Davis Research 
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The volatility (beta) of a client portfolio may be greater or less than its respective benchmarks.  It is not possible to invest in these indices. 

Past performance is not indicative of future results. Please see attached disclosures. 

Source: Morningstar Direct 

1990 to 1999 2000 to 2009 Bear 
Market Recovery Period 

  

Bull 
Correlation 

1990s 

Bear 
Correlation 

1990s 

Bull 
Correlation 

2000s 

Bear 
Correlation 

2000s 

10/1/2007 to  
2/28/2009 
Correlation 

3/1/2009 to 
8/31/2013 
Correlation 

S&P 500  1.00 1.00 1.00 1.00 1.00 1.00 

Russell 1000 Value  0.80 0.92 0.86 0.85 0.98 0.99 

Russell 2000  0.51 0.66 0.43 0.67 0.96 0.93 

MSCI EAFE 0.37 0.55 0.63 0.83 0.91 0.89 

MSCI World Ex US  0.38 0.57 0.64 0.83 0.91 0.92 

MSCI Emerging Markets  0.31 0.68 0.47 0.66 0.80 0.83 

DJ Credit Suisse Hedge Fund 0.09 0.41 0.58 0.80 

S&P GS Commodity Index -0.14 -0.12 0.08 0.39 0.56 0.65 

NAREIT US Real Estate  0.18 0.47 0.25 0.55 0.84 0.77 

BC US Corporate High Yield 0.15 0.57 0.31 0.56 0.71 0.73 

BC US Agg Bond TR USD 0.27 0.13 0.00 0.15 0.36 -0.16 

CBOE Market Volatility -0.11 -0.66 -0.32 -0.46 -0.71 -0.76 

Presenter
Presentation Notes
The benefits of Asset allocation and modern portfolio theory is built upon 3 principal – returns, standard deviation (risk)  and correlations.   Everyone know returns and risk change but the foundation of the benefits of diversification is that correlation of asset classes can be counted upon to remain stable or the same as they were in the recent past.  The problem is that correlation change and change in a detrimental way when you need them most – bear markets.  Here is a look at correlation for different decades and market environments .. You can see overall correlations have increased from the 1990 to the 2000 but more importantly and not necessarily good  for investors is that correlations across all asset classes during bear markets withte exception of volatility.   It decreased during bear markets. 
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Source: Ned Davis Research — The Anatomy of Standard & Poor’s 500 Stock Index Declines 1/3/1928 to 4/17/2014. Most recent data available. 

S&P 500 
Declines 

Occurrences 
Per Year 

Frequency 
Average 

Probability of 
Decline Moving to 

Next Stage 
Mean 

Decline 

 -5% or more 3.5 Every 14 weeks 32% -10.9% 

 -10% or more 1.1 Every Year 46% -19.6% 

 -15% or more 0.5 Every 2 years  58% -28.2% 

 -20% or more 0.3 Every 3 years N/A -35.7% 

Presenter
Presentation Notes
Market return data  from 1929 through June 2010 indicated that we have 10% decline on average once a year… remember the survey… 28% said that is when they get nervous.   We see a 15%  decline every 2 years on average.  Again, you need an asset allocation strategy that is built for these extreme events. 
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Good Times Bad Times 

Low Correlation High Correlations 

Low Volatility  High Volatility  

High Returns Low Returns 

“Any plan conceived in moderation, must fail when 
circumstances are set in extremes.”  

Prince Metternich 

Presenter
Presentation Notes
This increase in correlation across asset classes during bear markets is what we call Modern portfolios theory’s cruel joke … good times you have low correlation – low volatility and high returns and in bad times … high correlation – high volatility and low returns.  “read quote”   Therefore investors need to have an asset allocation policy that compensates for the limitation of modern portfolio theory.  In other words you need a plan for when the stuff hits the fan because it happens more often than we would like
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Presenter
Presentation Notes
So how does Clark Capital add volatility to a portfolio…
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Clark Capital Relative Strength Specifics 

 Price of one security divided by price of comparative 
security or benchmark tracked over time 

 Positive Relative Strength means that security is rising 
more than the benchmark in rising markets and going 
down less in downtrends 

 An oscillator is used to smooth the Relative Strength line 
and identify trends with buy and sell targets 

 Time Frame – All models optimized for 3 to 6 trades per 
year 
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Unemotional Disciplined Process 

Purely Quantitative Models 

Allows Price Movements of Global Markets to 
Determine Trends 

Markets Are Efficient 

Relative Strength Is Not Fundamentally Oriented  

No Forecasting 

Historical Data Only 
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Source: Wall Street Transcript 

Relative Strength is durable and 
adaptive over time 

Relative Strength adapts to new themes 
as they emerge 

Ken French, Dartmouth College, has shown 
that for over 80 years relative strength has been 
an effective return factor, and it’s been the 
strongest of all the various return factors he has 
studied. 
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Analysis & Rankings 

 Each security is analyzed and ranked 

 Top two quartiles constitute the investing universe   

 Each buy candidate analyzed for external events, 
liquidity constraints and overall portfolio 
diversification needs 

 Individual security position sizes determined by 
portfolio management team 
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Over 21,500 Models 

Investable Universe - 208 exchange traded 
funds 

85% Quantitative Research 

15%  Qualitative Analysis  
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Presenter
Presentation Notes
So how does Clark Capital add volatility to a portfolio…
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Source: Clark Capital Research 

These returns will be reduced by the deduction of 
advisory fees and other fees that may be incurred in 
the management of the account. 

Saving Withdrawing Income 

If investment 
is down 

Return needed 
to break even 

(without withdrawals) 

Return needed 
to break even 

(withdrawing 5% 
at the end of each year) 

10% 11.10% 17.60% 

20% 25.00% 33.30% 

25% 33.30% 42.90% 

30% 42.90% 53.80% 

40% 66.70% 81.80% 

Presenter
Presentation Notes
If you are withdrawing 5% on you portfolio and you lose money it is like being kicked when you are down.   If you are down 20% and you are withdrawing  you need a 33% return to get back even.   
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The VIX measures implied volatility from options that trade on the S&P 500.  Implied volatility is a forward-looking measure of risk and is used as an input for managing our hedged portfolios. 

Source: Bloomberg 

CBOE Volatility Index (VIX) 

Presenter
Presentation Notes
If you are withdrawing 5% on you portfolio and you lose money it is like being kicked when you are down.   If you are down 20% and you are withdrawing  you need a 33% return to get back even.   
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Reduce portfolio volatility 

Prevent large portfolio losses through systematic allocation 
to volatility 

Provide consistent negative correlation in all market 
environments 

Provide systematic risk management without forecasting or 
market timing influence 

Provide confidence in the expected outcome in all market 
environments 

Provide continuous hedge to help lower risk from event 
driven declines (i.e. natural disaster, terrorist attacks) 

Presenter
Presentation Notes
the objectives 
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Client anxiety is reduced during times of 
market stress 

Clients stay invested 

Clients stay committed to a financial plan over 
full market cycles  (i.e. in both bear and bull 
markets) 

Promotes better client outcomes 

 

 

 

 

 

Presenter
Presentation Notes
Restate our commitment to innovation and helping our Partners build a better business.  We will continue to research, develop, improve our solutions to help our Partner’s and clients navigate a steady course.
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Promotes better client outcomes 

Reduces client anxiety during times of market 
stress 

Assists advisors with retention 

Helps to preserve fee based revenue in bear 
markets 

Grows revenue during times of economic 
expansion  

Provides competitive advantage among peers 

Presenter
Presentation Notes
Restate our commitment to innovation and helping our Partners build a better business.  We will continue to research, develop, improve our solutions to help our Partner’s and clients navigate a steady course.
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Moderator: Sean Clark, CFA®, Chief Investment Officer 

Follow Us on Twitter: @ClarkCapital 
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Premier Fixed Income Team 

Robert Bennett 
Portfolio Manager 

Jonathan Fiebach 
Chief Investment Officer 

Jamie Mullen 
Senior Portfolio Manager 

Maira Thompson 
Senior Portfolio Manager 

Tony Soslow 
Senior Portfolio Manager 

Premier Equity Team 

Jamie Mullen 
Senior Portfolio Manager 
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Presenter: 
Brendan Clark, CFA®, President 

Follow Us on Twitter: @ClarkCapital 
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You 
Your 

Investment 
Consultant 

Your 
Relationship 

Manager 

Your 
Service 

Specialist 

12 
Portfolio 

Managers 
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Assumptions of segment behavior are based on generally accepted overall investment sector behavior related to general economic cycles. No assurance can be given that the assumptions 
will prove to be correct, and the difference between assumptions and actual results of specific investments within the segments could vary materially. Past performance does not guarantee 
future results. An investor should carefully consider the investment objectives before investing. You should consult with your financial and tax advisors before undertaking any investment 
action.  
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Presenter:  
K. Sean Clark, CFA®, Chief Investment Officer  

Presenter
Presentation Notes
Welcome to our 2013 Market and Economic Outlook conference call.  Thank you for  joining us.  Today we have 27 slides that will lay out our expectations for this year regarding U.S. and international stocks, fixed income, the economy, and volatility.

We have muted all the lines for the duration of the call.  For Q&A at the end please submit questions via the chat screen. We hope to keep this call to between 45-60 minutes.  Let’s get started.
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Pre-election year historic bullish tendencies.  Strongest of the 4-year cycle.  As January goes, so does 
rest of year. 

2015 S&P 500 Range 1800-2500.  Strong momentum, earnings growth, seasonal trends suggest year-
end target of 2275, 10% gain in S&P 500.  

Small cap outperformance likely, at least during first half of 2015.  Favor consistent earnings growers 
in 2015.   

Overvaluations and bullish extremes in sentiment suggest gains could be limited and less than 
historical precedent.  Surge in passive index net inflows suggests caution.  

Market gains 6 months ahead of first Fed rate hike. 

Long-term – attractive Relative Valuations for stocks.  Commodity secular bear market. 

Economy –  Leading indicators suggest continued economic growth.  U.S. economy we expect 3.0% 
growth.  Modest inflationary pressures.  Global economy to grow 3.5%.  Europe to avoid recession but 
experience sub-par growth.  

Mixed inflation outlook.  Decline in oil offset building wage pressures.  Expect inflation to come in at 
2.1%, slightly above Fed target. 

Federal Reserve – first rate hike in June.  Expect Fed to begin shrinking balance sheet.   

Fixed Income  – Flattening yield curve as Fed hikes rates.  Favor credit over duration risk.  Municipal 
bonds appear attractive and set for upgrade cycle.  

Presenter
Presentation Notes
Now let’s look at our Outlook for 2015.  We enter the new year with an overall bullish view, but it is no layup and there are a number of risks that could derail the market’s historic run.  Over the long-term, we believe we are in a secular bull market in stocks and that helps to give a framework around where we see opportunity and risks. 
Historical tendencies suggest 2015 could be a very good year.  However, it is very hard to get overly bullish given the many risks we see on the horizon.  For example, since 1875 the S&P 500 has only rallied seven consecutive years once, from 1982 through 1989, when it advanced for eight consecutive years.  The current bull is almost six years long, and much older than the 3.8 year average of bull markets dating back to 1932.  In addition with the S&P 500 trading at a price to earnings ratio of 18, multiple expansion seems unlikely and further gains will largely depend on earnings growth.  Fortunately, valuations can remain stretched for extended periods and we do expect another positive year of earning growth on the heels of a strengthening U.S. economy.  We expect U.S. economic growth of 3.0%, which would be the strongest annual growth rate since the recession, while the global economy should grow by about 3.5%.
 
Our baseline expectations for the market call for additional gains.  Our year-end target for the S&P 500 is 2275, which would be about a 10% gain.  Those expectations are based on analysis of historical precedence including the average market gains in the third year of the Presidential Election Cycle, strong momentum, earning growth, seasonal trends, accelerating economic growth, and the normal market performance around the first Fed rate hike.  We’ll get into all of this shortly.  As far as fixed income goes, we expect a further flattening of the yield curve as the Fed hikes rate, probably at the June FOMC meeting.  The 10-year Treasury yield, currently trading at around 2.0%, is likely to challenge 1.60% before heading higher.  Our year-end target for the 10-year Treasury yield is 2.50% with a potential range of 1.60% - 3.0%.  We do favor credit risk over duration as the strengthening economy and low defaults offer fundamental support to lower quality debt.  Within fixed income, municipal bonds appear most attractive and set for an upgrade cycle.  Municipalities are highly leveraged to the price of gas and oil, with energy costs representing upwards of 20% of their budgets.  Muni bonds are very cheap at current levels, especially considering the tax hikes.  Combining the 3.8% Affordable Care Act tax and the top marginal rate of 39.6%, the top Federal tax rate reaches 43.4%.   


.  
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Past performance is not indicative of future results. 

Presenter
Presentation Notes
The major drivers of returns for the market last year was a continued improvement in the U.S. economy, a commodity collapse, and the ending of quantitative easing in the U.S.  

As we enter 2015, the average estimate of 22 Wall Street stock strategists is for an 8.2% increase in the S&P 500 by the end of the year, taking it to a closing level of 2228. That is more optimistic than strategists were about 2014’s outlook at the start of last year.  The second half of 2014 saw the U.S. economy diverge from much of the rest of the world. While Europe, China and Japan saw their economies decelerate, with Japan entering recession, the U.S. economy grew by 5% in the third quarter, its strongest in more than a decade.  As we look to 2015, the Fed is expected to begin raising rates around the middle of  the year for the first time in more than a decade.  Inflation is also anticipated to come off its lows, which signals the economy is on stronger footing.  But a sudden spike in the cost of goods could cause the Fed to up rates faster  than expected.  Worries also remain about how and when corporations are going to see significant sales growth, especially when there’s lackluster growth abroad.  But it’s not all warning signs for stocks entering 2015. Low energy prices, better consumer confidence and a pickup in the jobs market and hourly earnings all bode well for equities. A bottoming in Europe’s economy may also help as it could lead to increased demand for U.S. goods. 
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Source: Ned Davis Research 

Presenter
Presentation Notes
Last year was a mid-term election year and historically the rebound out of the mid-term correction low have been very powerful.  The four best quarters of the presidential cycle are the second half of the mid-term year and the first half of the third year.  So we are right in the middle of the strongest seasonal period for the market.    The historic gains have been impressive with an average 48.5% gain in the S&P 500 from the mid-term election year low to the high in the third year and a 60.0% gain from the mid-term election year low to a high in the Presidential election year.  From the 2/3/14 low, those gains would equate to 2586 and 2787 respectively on the S&P 500.  Now we don’t expect the gains to be quite that strong given the valuation and sentiment readings, but this cycle is one of the strongest and most reliable in the market, and it signals strong gains ahead.

In addition, the third year of the President’s term is by far the best year of the 4-year cycle and especially in a second term president. Since 1948, the post WWII environment, the S&P 500 have averaged a 17.1% gain (price appreciation) in the pre-Presidential Election year, and has posted a gain 94% of the time (15 out of 16 years).  The only pre-election year with a loss was 2011, and that was marginal.  Finally, in the last 84 years there have only been 3 times where the markets were up double digits 3 years in a row.  In each of those occurrences the 4th year was up an average gain of +23.1.  So, 2015 has the makings of being a very good year according to historical precedent.  This makes our 10% expected return in 2015 look fairly conservative.
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Source: Ned Davis Research 
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Source: Ned Davis Research 

+16% 
1-Year Before 

1st Hike 
(Median) 

+5% 
1-Year After 

1st Hike 
(Median) 

Presenter
Presentation Notes

 The S&P 500 has posted strong gains the year before tightening cycles have begun, rising a median of 16.3% versus the long-term average of 8% (below). After the initial hike, the market has continued to rise but at a slower rate. 
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Source: Ned Davis Research 

 

 

Presenter
Presentation Notes
The Fed appears to be on track to raise short-term rates to above 0% for the first time since December 2008. In our opinion, the rate hike is likely to come at the June FOMC meeting.  History suggests that a rate hike need not derail the market.  In the 13 cases since 1928 in which the Fed embarked on a rate hike cycle, the S&P 500 climbed an average of 9.8% during the one year spanning six months before and six months after the start of a tightening cycle, although the gains have been stronger before the hike than after it.

So, long-term historical trends and a strengthening economy suggest 2015 has the potential to post robust gains.  However, it is not a layup by any means.  
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Presenter
Presentation Notes
Adding to the concerns about valuations is that by historical standards, the current bull market is no spring chicken.  It began in March 2009, and at 5.75 years of age it is longer than the 3.8 year average bull market duration of the past 80 years, and only 3 of the past 15 bull markets since 1932 have lasted longer than the current bull.  Fortunately, bull markets don’t die from old age and investors have profited mightily during this run.  However, the age of this bull does suggest that risks are rising and expecting it to last much longer without a cyclical downturn would be stretching historical probability. 
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Source: Ned Davis Research 
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Source: Ned Davis Research 
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Type of Bond 
Economy Does 

Well Economy Stagnates Economy Does Poorly 

Treasury Bills Poorly Mediocre Well (Nominally) 

Treasury Bonds Poorly Mediocre Well (Nominally) 

Investment Grade 
Corporate Short Duration Mediocre Mediocre Mediocre 

Investment Grade 
Corporate Long Duration Poorly Poorly Poorly 

High Yield Well Poorly Poorly 

Floating Rate Well Mediocre Poorly 

Source: The Armstrong Advisory Group 

Presenter
Presentation Notes
During times of economic or political uncertainty, risky assets tend to correlate and fall in value as investors seek safer assets.  This slide shows 6 different bond sectors and how they have historically performed when rates have increased in different economic environments.   As you will notice, High Yield bonds do well in good economies but the opposite is true when economy is stagnate or poor.  On the other hand, US Treasury Bills and Bonds benefit in times of stress because they are considered to have very little credit risk and are viewed as safe havens.

This data and the risk reward data for different bonds sectors from the prior slide help illustrate the need to be flexible within fixed income and the benefits of adopting a tactical approach. 
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Correlations to: Barclays U.S. Treasury 7-10 Year Total Return Index 
(10 years ended March 31, 2014) 

Source: Ned Davis Research 
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Presenter
Presentation Notes
Let’s look at the relationship between US Treasuries and other fixed income sectors by examining their correlations.  This slide shows the correlations of a number of fixed income sectors against the 7-10 year Treasuries. Over the last 10 years the Barclays US Aggregate Bond index had a 0.88 correlation to the 7-10 year Treasury while the BofA Merrill Lynch US High Yield Bond index had a negative correlation of -0.40.  

If we think about the potential for higher interest rates in the future, the asset class within fixed income that will be hurt the most will be longer dated treasuries and the aggregate bond index.  The correlation data suggests that high yields bonds are well positioned to withstand rising rates.

Let’s explore the duration vs. credit  risk choice that investors have.  Let’s break this down a bit.  Duration measures a bond’s sensitivity to a given change in interest rates.  The Barclay’s Aggregate Bond Index’s duration today is 40% more now than in 1990.  That is 40% more risk and it all has to do with the record low interest rate environment manufactured by the FED today.  Clients need to be aware that they can lose money in bonds too.  This environment demands new tools to manage bond risk.  Actively managing duration and credit risk exposure can help manage the risks within a fixed income portfolio.
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Past performance not indicative of future results. Please see attached disclosures. 

Source: Morningstar Direct 

Presenter
Presentation Notes
Highlighting the negative correlation of high  yields to treasuries, the next two slides show 6 rising rate environments.  In each rising rate regime, treasuries declined across the curve while high yields bonds rose.  

Most applicable here is the 1994 example, when the Fed hiked rates and doubled the overnight rate.  10-year yields rose 2.55%.

30-year treasuries declined by 15.78%
10-year treasuries declined by 10.17%
High yield bonds rose 1.97%
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Past performance not indicative of future results. Please see attached disclosures. 

Source: Morningstar Direct 

Presenter
Presentation Notes
This slide just shows a few more examples.  

So, we can see from empirical evidence that in previous times when rates have risen, high yield bonds have gone up, confirming the correlation analysis that we looked at. 

This recent case follows history with out-performance by high yields over Treasuries. 10-year Treasury yields rose by over 100bp.  From 8/1/12 to 6/30/13, the Barclays High Yield index gained 7.45%, while each of the Treasury indices declined.  High yields outperformed 10-year Treasuries by 1323 bps.  
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Past performance not indicative of future results. Please see attached disclosures. 

Source: Morningstar Direct 

Barclays U.S. Corporate High Yield 9.58 

Barclays U.S. Treasury 30 Yr -14.31 

Barclays U.S. Treasury 10 Yr -6.21 

Barclays U.S. Treasury 5 Yr -1.70 

S&P 500 TR 25.75 

Presenter
Presentation Notes
This slide just shows a few more examples.  

So, we can see from empirical evidence that in previous times when rates have risen, high yield bonds have gone up, confirming the correlation analysis that we looked at. 

This recent case follows history with out-performance by high yields over Treasuries. 10-year Treasury yields rose by over 100bp.  From 8/1/12 to 6/30/13, the Barclays High Yield index gained 7.45%, while each of the Treasury indices declined.  High yields outperformed 10-year Treasuries by 1323 bps.  
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Source: Ned Davis Research 
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Source: Ned Davis Research 
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Source: Ned Davis Research 
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Source: Ned Davis Research 
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Source: Ned Davis Research 
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Source: Ned Davis Research 
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Source: Ned Davis Research 
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Source: Ned Davis Research 
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Source: Ned Davis Research 
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Source: Ned Davis Research 



108 

Source: Ned Davis Research 
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Source: Ned Davis Research 

LEI Peak Recession Start 
Months from 
Peak to Start 

12/31/1959 4/30/1960 4 

4/30/1969 12/31/1969 8 

2/28/1973 11/30/1973 9 

10/31/1978 1/31/1980 15 

10/31/1980 7/31/1981 9 

1/31/1989 7/31/1990 18 

4/30/2000 3/31/2001 11 

3/31/2006 12/31/2007 21 

Presenter
Presentation Notes
Over the past 50 plus years, early weakness in the Leading Indicators Index has preceded recessions and provided an early warning signs for investors.  As the table shows, the typical lead time between the peak in leading indicators and the start of recession is at least 4 months. Since 1960, the average lead time has exceeded 11 months.  We are not seeing any weakness currently in the Leading Indicators Index.  So if history is any guide, the U.S. economy should continue its expansion through 2015.
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Source: Ned Davis Research 
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Source: Ned Davis Research 



112 

Source: Ned Davis Research 
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Source: Ned Davis Research 
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Q & A 



115 

Moderator: Shad Newhart, Investment Consultant 

Follow Us on Twitter: @ClarkCapital 
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REBECCA C. FREEMAN 

 Concorde Asset Management 

 Specialties: a strategy specialist for 
wills, estate transfer and strategic 
economic planning 
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LOUIS G. PAPA 

 Wharton Advisory Group 

 Specialties: Business Development, 
Asset Management & Private 
Wealth Advisory services 
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MICKEY POWELL, CRPC®  

 Founder of Powell Financial 
Partners & Financial Advisor 

 Focus: Lifetime Income Planning, 
Annuities, Life Insurance, 
Managed Money & Investments 
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Q & A 
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Presenter: Brendan Clark, President 

Follow Us on Twitter: @ClarkCapital 
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The opinions expressed are those of the Clark Capital Management Group Investment Team. The 
opinions referenced are as of the date of publication and are subject to change due to changes in 
the market or economic conditions and may not necessarily come to pass. There is no guarantee of 
the future performance of any Clark Capital investment portfolio. Material presented has been 
derived from sources considered to be reliable, but the accuracy and completeness cannot be 
guaranteed. Nothing herein should be construed as a solicitation, recommendation or an offer to 
buy, sell or hold any securities, other investments or to adopt any investment strategy or strategies. 
For educational use only. This information is not intended to serve as investment advice. This 
material is not intended to be relied upon as a forecast or research. The investment or strategy 
discussed may not be suitable for all investors.  Investors must make their own decisions based on 
their specific investment objectives and financial circumstances.  Past performance does not 
guarantee future results.    
 
Clark Capital Management Group, Inc. reserves the right to modify its current investment strategies 
and techniques based on changing market dynamics or client needs. The information provided in 
this report should not be considered a recommendation to purchase or sell any particular security, 
sector or industry. There is no assurance that any securities, sectors or industries discussed herein 
will be included in or excluded from an account’s portfolio. It should not be assumed that any of the 
investment recommendations or decisions we make in the future will be profitable or will equal the 
investment performance of the securities discussed herein.  
 
Clark Capital Management Group, Inc. is an investment adviser registered with the U.S. Securities 
and Exchange. Registration does not imply a certain level of skill or training. More information 
about Clark Capital’s advisory services can be found in its Form ADV which is available upon 
request.   
 
The S&P 500 measures the performance of the 500 leading companies in leading industries of the 
U.S. economy, capturing 75% of U.S. equities.  
 
The MSCI EAFE Index is a free float-adjusted market capitalization index that is designed to measure 
the equity market performers of developed markets outside the U.S. and Canada. 
 
The MSCI World Index is a freefloat-adjusted market capitalization index that is designed to 
measure global developed market equity performance.   
 
The MSCI World Index ex. U.S. is a freefloat-adjusted market capitalization index that is designed to 
measure global developed market equity performance excluding the U.S. 
 
The MSCI Asia ex. Japan is is a free float-adjusted market capitalization weighted index that is 
designed to measure the equity market performance of Asia, excluding Japan. The MSCI AC Asia ex 
Japan Index consists of the following 10 developed and emerging market country indices: China, 
Hong Kong, India, Indonesia, Korea, Malaysia, Philippines, Singapore, Taiwan, and Thailand. 
 

The MSCI Emerging Markets Index is a free float-adjusted market capitalization index that is 
designed to measure equity market performance in the global emerging markets. 
 
The Russell 3000® Index measures the performance of the 3,000 largest U.S. companies based on 
total market capitalization, which represents approximately 98% of the investable U.S. equity 
market.  
 
The VIX Index is a forward looking index of market risk which shows expectation of volatility over 
the coming 30 days. 
 
Barclays U.S. Government/Credit Bond Index measures the performance of U.S. dollar denominated 
U.S. Treasuries and government-related & investment grade U.S. corporate securities that have a 
remaining maturity of greater than one year. 
 
The Barclays U.S. Aggregate Bond Index covers the U.S. investment-grade fixed-rate bond market, 
including government and credit securities, agency mortgage pass-through securities, asset-backed 
securities and commercial mortgage-based securities. To qualify for inclusion, a bond or security 
must have at least one year to final maturity, and be rated investment grade Baa3 or better, dollar 
denominated, non-convertible, fixed rate and publicly issued.  
 
The Barclays U.S. Corporate High-Yield Index covers the USD-denominated, non-investment grade, 
fixed-rate, taxable corporate bond market.   Securities are classified as high-yield if the middle 
rating of Moody’s, Fitch, and S&P is Ba1/BB+/BB+ or below. 
 
The iPath® S&P 500 Dynamic VIX ETN is designed to provide investors with exposure to the S&P 
500® Dynamic VIX Futures™ Total Return Index.  
 
The S&P 500® Dynamic VIX Futures™ Total Return Index (the "Index") is designed to dynamically 
allocate between the S&P 500® VIX Short-Term Futures™ Index Excess Return and the S&P 500® VIX 
Mid-Term Futures™ Index Excess Return by monitoring the steepness of the implied volatility curve. 
The Index seeks to react positively to overall increases in market volatility and aims to lower the roll 
cost of investments linked to future implied volatility. 
 
Index returns include the reinvestment of income and dividends. The returns for these unmanaged 
indexes do not include any transaction costs, management fees or other costs. It is not possible to 
make an investment directly in any index. 
 
The relative strength measure is based on historical information and should not be considered a 
guaranteed prediction of market activity. It is one of many indicators that may be used to analyze 
market data for investing purposes. The relative strength measure has certain limitations such as  
the calculation results being impacted by an extreme change in a security price.  
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