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Perspectives

Late Year Correction or Looming

What is Clark Capital’s Market Outlook?

We believe the recent volatility we've been experiencing is
a normal market correction within a longer-term, secular
bull market. While we are now down -15.8% from the high
on September 20th, economic fundamentals remain solid.
Economic growth for 2019 is projected at about 2.5% and
earnings growth is expected at +7-11% in the year ahead.

What’s Causing the Recent Market Downturns?

There are a few factors contributing to recent market
volatility. First, concerns about a trade war with China are
still ongoing. However, we believe this will be resolved in
negotiations before it comes to a full-blown trade war. The
second factor is the recent fears of a government shutdown.
However, it's important to note that government shutdowns
have happened before and have never had a lasting impact
on the economy. Another factor impacting the markets
is year-end tax loss selling, which is putting pressure on
stocks, which are already down. However, this is cyclical
and should run its course by December 31st.

And lastly, fear among retail investors has returned—Ilast
week was the second biggest outflow from equity mutual
funds in history. While fear may have returned, panic has
not set in. For reference, the VIX Index, which is a measure
of volatility, often moves in the opposite direction of the
stock market. The VIX closed at 33.46 when the market hit
it's low on February 8th (-10.16% from the high on January
26). Yesterday, the VIX closed at 28.38, a significant move
from the 18.07 level on November 30th, but short of the
panic levels we have seen at market bottoms, which are
typically greater than 30.

How are Valuations Holding Up?

As of yesterday, the forward P/E ratios of the S&P 500, 400
and 600 were down to 14.8, 13.9, and 14.6, respectively.
That’s the lowest P/E for Large Cap stocks since February
2016 and the lowest reading since November 2012 for Mid-
Cap and Small Cap stocks. These indices peaked at the
beginning of this year at 18.6 (large caps), 18.6 (mid-caps),
and 20.1 (small caps).

Bear Market?

How is Clark Capital Positioning its Strategies to
Manage Volatility?

Our tactical strategies Fixed Income Total Return (FITR)
and Global Tactical recently transitioned out of high yield
and into cash equivalents on November 16th and remain
in cash equivalents today. Our other tactical strategies have
raised between 10-15% in cash to be more defensive.

In addition, we are redeploying some cash in our U.S. Style
Opportunity, U.S. Sector Opportunity, Multi-Strategy,
International Opportunity, and Global Equity ETF/
Global Balanced strategies. Our strategic portfolios have
aggressively been tax harvesting losses for non-qualified
accounts, and our High Dividend Equity, All Cap Core,
and International ADR currently hold between 5%-10% in
cash.

Since transitioning out of high yield in our FITR strategy,
the indices have performed as follows for the period
November 16th- December 20th:

S&P 500 -9.65
Russell 2000 -13.06
MSCI Emerging Markets -2.59
MSCI ACWI ex-U.S. -4.95
Bloomberg Barclays High Yield Bond -2.08

Source: Bloomberg, December 20, 2018

What Should Investors be Focusing on Now?

Historically, we experience a 10% correction about once a
year. While this is our second correction this year, we did
not have one in 2017. We have also historically experienced
a 15% correction about every two years. The S&P 500 was
down 15% from its high at close yesterday but remember —
the last time we had a 15% correction was June 2012!

While volatility remains, now is not the time to panic. We
believe this is a normal correction within an ongoing bull
market, and the best thing investors can do is to stay the
course.

This is not a recommendation to buy or sell a particular security. Please see attached disclosures.
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CFA® and Chartered Financial Analyst® are registered trademarks owned by CFA Institute.

Past performance is not indicative of future results. The opinions expressed are those of the Clark Capital Investment Team and are subject to change without notice. The opinions referenced are as of the date of publica-
tion and may not necessarily come to pass. Forward looking statements cannot be guaranteed. Material presented has been derived from sources considered to be reliable, but the accuracy and completeness cannot be
guaranteed. This is not a recommendation to buy or sell a particular security. This information is for educational purposes only and should not be considered financial advice.

The S8P 500 measures the performance of the 500 leading companies in leading industries of the U.S. ecanomy, capturing 75% of U.S. equities. The Russell 2000 Index measures the performance of the 2000 smallest
U.S. companies based on total market capitalization in the Russell 3000, which represents approximately 11% of Russell 3000 total market capitalization. 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. MSCI All Country World Index is a market capitalization weighted index designed to provide a broad measure of
equity-market performance throughout the world. The MSCI ACWI is maintained by Morgan Stanley and is comprised of stacks from both developed and emerging markets. The Bloomberg Barclays High Yield Bond Index covers
the universe of publicly issued debt obligations rated below investment grade. Bonds must be rated below investment grade or high yield (Ba1/BB+ or lower), by at least two of the following ratings agencies: Moody’s, S&P,
and Fitch. Bonds must also have at least one year to maturity, have at least $150 million in par value outstanding, and must be U.S. dollar denominated and nonconvertible. Bonds issued by countries designated as emerging
markets are excluded. The volatility (beta) of an account may be more or less than that of an index. It is not possible to invest directly in an index.

Clark Capital Management Group, Inc. is an investment adviser registered with the U.S. Securities and Exchange Commission. Registration does not imply a certain level of skill or training. More information about Clark
Capital’s investment advisory services can be found in its Form ADV Part 2, which is available upon request.CCM-910
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