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The market has been experiencing a rotational correction over the past month and 
a half with aggressive sectors giving back a good portion of their recent gains while 
defensive sectors and valued-based styles have taken the lead. The S&P 500 had 
held up much better than individual stocks and aggressive sectors. Even with the 
newness of the decline there is a lot of angst among investors regarding how the 
market is trading. The S&P 500 is only down 3.0% from its record closing high on 
April 2nd. The current drawdown is less than the correction in January. However, 
the Russell 2000 index of small cap stocks is down 6.7%. Whether this rotational 
correction will lead to a more significant decline in the major indices or if we are 
just witnessing a change in leadership before the next thrust higher is a question 
many are struggling to answer. We think it is highly likely that this rotation is a sign 
of a market topping process. However, market tops usually form over weeks and 
months, not days. So we would expect to see a rebound unfold that would be likely 
to at least test the recent highs. The characteristics of that rebound will give impor-
tant clues about the intermediate-term health of the market. For now, the market 
remains in a cyclical uptrend, but we have yet to see an oversold condition or wash-
out scenario develop. The selling pressure has intensified over the past couple of 
trading sessions. Telling indicators such as the percentage of names making 20‐day 
lows, the status of put/call ratios, and the levels of skew and sentiment are not yet 
washed out but are approaching levels that are consistent with a low. It may take a 
little more time.

In our 2014 Market Outlook and other writings we have highlighted the potential 
for a market correction given the mid-term election year tendencies and the chang-
ing of the guard at the Federal Reserve. We are sensitive to the likelihood of expe-
riencing the largest correction for the broad market since 2012. We have noticed 
some changes in our relative strength modeling processes that confirm a changing 
tone in the market and have resulted in some recent portfolio changes. For example, 
we have been paring back our small cap exposure over the past several weeks and 
exited small cap altogether from the Style and Macro allocations. In addition, value-
based styles have risen to the fore and we increased our allocation to value in Style. 

The Sentry Managed Volatility Fund is positioned with a mix of options and cost-
managed volatility holdings. The fund owns S&P 500 put options with a strike of 
1750, which is currently only 4.5% out of the money. So, should the market con-
tinue to deteriorate, the Sentry fund is positioned to help mitigate the downside, 
and we will make ongoing adjustments as the market conditions change.
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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 eco-
nomic 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. 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 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 Dow Jones Industrial Average is a stock market index that shows how 30 large publicly owned compa-
nies based in the U.S. have traded during a standard trading session in the stock market.

The NASDAQ Index is a market-weighted index of all common stocks listed on the NASDAQ exchange. 

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 free float-adjusted market capitalization index that is designed to measure global 
developed market equity performance. 

The MSCI World Index ex. U.S. is a free float-adjusted market capitalization index that is designed to mea-
sure global developed market equity performance excluding the U.S.

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 MSCI All Country Europe is a free float-adjusted market capitalization index that is designed to measure 
the performance of European equity markets.

The Russell 2000® Index measures the performance of the 2,000 smallest companies in the Russell 
3000 Index. 

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 and 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, includ-
ing 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-convert-
ible, fixed rate and publicly issued. 

The Barclays U.S. Corporate High-Yield Index covers the dollar-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.

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 invest-
ment directly in any index.
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