
Navigator® 
Opportunity Update

Mason Wev, CFA®, CMT®, Portfolio Manager

Third Quarter 2015 — Portfolio Commentary

One Liberty Place   |  1650 Market Street   |  53rd Floor   |  Philadelphia, PA 19103   |  800.766.2264   |  www.ccmg.com

Mason Wev, CFA®, CMT®

Portfolio Manager

Mason joined Clark Capital Management 
Group, Inc. in 2005 as a Portfolio Manager. 
He is a member of the Clark Capital Invest-
ment Committee, contributing to asset allo-
cation policy and security selection. Mason 
has more than a decade of experience in the 
investment industry. He is responsible for 
quantitative investment analysis, security 
selection, and communicating the firm’s in-
vestment policy to wealth advisors and con-
sultants. He participates in the research and 
product development efforts of the Portfolio 
Team. A graduate of Dickinson College, Ma-
son earned an M.B.A. in International Man-
agement from the Garvin School of Manage-
ment at Thunderbird (the American Graduate 
School of International Management) and 
holds the CMT and CFA designations.

Past performance is not indicative of future results.

This is not a recommendation to buy or sell a particular secu-
rity. Please see attached disclosures.

RELATIVE STRENGTH TRENDS 
REMAIN STABLE IN THE FACE OF 
AUGUST CORRECTION

The third quarter of  2015 finally brought a long-awaited and long-feared correction to the 
equity markets. By any measure, the correction was well overdue, and while we may have con-
cerns that the decline may not be quite over, looking at the bigger picture we view the correc-
tion as constructive and healthy for an equity investor. We would expect that, in the long run, 
equity indexes will make new highs, but the course in reaching those highs almost certainly will 
be more turbulent than the past few years’ extremely low volatility. The August correction was 
of  modest magnitude for U.S. equity investors, but that has not been the case in the emerging 
markets. Brazil, Indonesia, Malaysia, Turkey, and Russia have all entered dramatic bear mar-
kets, all of  which have featured collapsing currencies, as the strong dollar puts each of  these 
countries into funding crises. The U.S. was actually one of  the very last markets to break down, 
and the final trigger was China’s devaluation of  the yuan. Within a few days, the S&P 500 
declined over 12% in a four-day period. One would certainly think that this dramatic volatility 
would lead to turnover in our portfolios, but we have seen underlying Relative Strength trends 
remain remarkably stable, with growth stocks and sectors favored in the U.S.; the U.S. favored 
over developed markets; and developed markets favored over emerging markets. Commodities 
and commodity-oriented countries remain in a long-term, secular bear market. The broader 
investment regime that we have seen since the 2011 correction appears very much intact, and 
changes are slow to develop so far.
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U.S. Sector Opportunity Portfolio

SECURITY TICKER WEIGHT

Consumer Discretionary Select Sector 
SPDR

XLY 13.00%

S&P Homebuilders SPDR XHB 12.00%

PowerShares Dynamic Food & Beverage 
ETF

PBJ 11.00%

iShares S&P No American Tech-Software IGV 10.00%

S&P Insurance SPDR KIE 10.00%

First Trust DJ Internet ETF FDN 8.00%

PowerShares QQQ QQQ 6.50%

Consumer Staples Select Sector SPDR XLP 6.50%

iShares U.S. Health Care Providers ETF IHF 6.00%

S&P Regional Banking SPDR KRE 5.00%

PowerShares Dynamic Leisure & Entertain-
ment

PEJ 5.00%

iShares NASDAQ Biotechnology ETF IBB 4.00%

Cash 3.00%

The Sector Opportunity portfolio uses a Relative Strength methodol-
ogy to rank the top performing sectors over the intermediate-term 
and attempts to outperform the S&P 500 by owning these sectors 
going forward. In the third quarter the Sector Opportunity portfolio 
continued to focus on cyclically sensitive sectors, including Consumer 
Discretionary, Consumer Staples, select areas within Technology, and 
Health Care. The portfolio has been largely positioned in growth 
stocks and, in this market environment, growth stocks actually serve 
as a defensive position. Thus, the portfolio held its own during Au-
gust’s dramatic four day correction in the S&P 500. Here are some 
highlights and key developments in the portfolio during the quarter:

�� Relative strength trends changed very little. The Consumer Dis-
cretionary, Health Care, Technology, and Consumer Staples sec-
tors were at the top of  our Relative Strength ranking system.

�� Consumer Staples (XLP), food and beverage (PBJ), insurance 
(KIE), and regional banks (KRE) made the most dramatic up-
ward moves. Financials were the fastest rising broad-based sector.

�� The Consumer Discretionary sector, particularly broad Con-
sumer Discretionary (XLY) and Homebuilders (XHB) are ex-
hibiting the most persistent Relative Strength, both chart-wise 
and in our rankings.

�� The Energy and Materials sectors continue to underperform 

and are at the bottom of  our ranking system; we see no signs yet 
of  a price or Relative Strength bottom being put in place.

�� The internet (FDN) and software (IGV) industries, along with 
avoiding the Energy sector, were the portfolio’s top contributors, 
while broad Health Care (XLV) and banking (KBE) and an un-
derweight to Transports were the top detractors.

The portfolio’s current sector weightings are as follows: Consumer 
Discretionary 30.0%, Technology 24.5%, Consumer Staples 17.5%, 
Financials 15.0%, Health Care 10.0%, and Cash 3.0%. The portfolio 
does not currently allocate to the Industrials, Utilities, Energy, Materi-
als, and Telecommunications sectors.

International Opportunity Portfolio

SECURITY TICKER WEIGHT

iShares Hedged Currency Hedged MSCI 
Eurozone ETF

HEZU 13.00%

SPDR S&P 500 ETF SPY 12.00%

iShares MSCI EAFE Small Cap SCZ 10.00%

iShares Italy ETF EWI 10.00%

iShares Japan EWJ 8.50%

iShares Russell 2000 ETF IWM 8.00%

iShares Netherlands ETF EWN 6.50%

iShares France ETF EWQ 5.50%

WisdomTree Japan SmallCap Dividend 
ETF

DFJ 5.50%

WisdomTree Japan Hedged Equity ETF DXJ 5.00%

iShares Ireland ETF EIRL 5.00%

iShares Belgium ETF EWK 4.00%

iShares Switzerland ETF EWL 4.00%

Cash 3.00%

The International Opportunity portfolio’s stated mission is to allo-
cate tactically between international country and region ETFs that are 
displaying significant Relative Strength and, in doing so, to attempt 
to outperform the MSCI All Country World ex U.S. Index. The in-
ternational equity markets enjoyed a strong first half  of  2015, largely 
due to the strong dollar, but the third quarter was a different story. 
Many emerging markets, including Brazil, Indonesia, and Turkey, 
among others, entered massive bear markets driven by currency crises. 
China’s market endured substantial declines, as its economy appears 
to be slowing and equity markets are recovering from a burst bubble. 
Our Relative Strength-based system kept us away from many of  these 
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potholes. Here are some of  the other important developments in the 
portfolio during the quarter:

�� The portfolio substantially overweighted Japan during the quar-
ter, on both a currency hedged and unhedged basis. We have 
been reducing that position as Japanese Relative Strength has 
waned.

�� Our Relative Strength rankings pointed us towards smaller Euro-
pean countries, such as Ireland (EIRL), the Netherlands (EWN), 
Belgium (EWK), and Italy (EWI). Our research shows this was 
a result of  a modest but real recovery in domestic European 
economies.

�� U.S. markets, across all market caps, score well in our Relative 
Strength rankings. As a result, the portfolio allocates 20% to U.S. 
equities, near our stated maximum.

�� The portfolio sold off  the remainder of  its positions in China 
early in the quarter. Our rankings pointed us away from other 
troubled emerging markets, such as Brazil, Indonesia, Malaysia, 
and Turkey.

�� Despite extreme weakness in emerging markets, Russia is in 
the top half  of  our rankings. While Russia does not yet have 
sustained outperformance, its Relative Strength appears to have 
bottomed. We have not yet added it as a position.

�� Ireland (EIRL) and Japan Small Cap Dividend (DFJ) were the 
portfolio’s top contributors, while Europe Hedged (HEZU) and 
Japan Hedged (DXJ) were the top detractors.

The portfolio currently allocates 48% to Europe, and during the quar-
ter reduced its hedge versus the Euro. The portfolio is allocated 20% 
to the U.S., while 19% is allocated to Japan, and 10% is allocated to 
Developed Markets small cap. Latin America, the Middle East, and 
Africa receive no significant weight. There is no allocation to Emerg-
ing Markets at this time.

U.S. Style Opportunity Portfolio

SECURITY TICKER WEIGHT

iShares S&P 500 Growth ETF IVW 57.00%

iShares Russell 2000 Growth ETF IWO 15.00%

iShares USA Minimum Volatility USMV 15.00%

iShares Russell Midcap Growth ETF IWP 10.00%

Cash 3.00%

The Style Opportunity portfolio ranks a number of  U.S. equity styles 
and factors using CCMG’s Relative Strength-based ranking meth-
odology and then assembles them into a broad-based portfolio that 
attempts to outperform the S&P 500. The dramatic market correc-
tion in August produced tremendous price volatility, but our Rela-
tive Strength rankings hardly budged. The market’s underlying trends 
have not yet changed particularly. The Style portfolio remains focused 
on growth stocks and, however surprising it might be, today’s market 
environment deems these stocks defensive. Thus the portfolio fared 
reasonably well during the August market turbulence. Here are some 
additional key developments in the portfolio during the quarter:

�� Low volatility portfolios entered our matrix some time ago, and 
after August’s turbulence, the iShares USA Minimum Volatility 
ETF (USMV) is at the top of  our Relative Strength matrix.

�� Large cap growth, as represented by the iShares S&P 500 
Growth ETF (IVW), has displayed incredibly smooth and steady 
Relative Strength for over a year. The consistency and persis-
tence of  large cap growth’s Relative Strength has led us to make 
this our largest position.

�� For more than a year, there has been a strong trend towards 
growth stocks surpassing value stocks, regardless of  market cap-
italization. With financials (the dominant sector in value indexes) 
rising and market volatility rising, we are watching closely to 
see if  this trend is changing. Our models indicate no significant 
change thus far.
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�� Mid and small cap stocks are holding up relatively well amidst 
the market turbulence, as they are not exposed to the volatility in 
international, particularly emerging, markets. Mid and small cap 
growth stocks, in particular, are holding up well, despite the first 
correction since 2011.

�� The top contributors during the third quarter were the iShares 
USA Minimum Volatility ETF (USMV) and the iShares Russell 
2000 (IWM). The top detractors were the iShares Russell 2000 
Growth (IWO) and the iShares S&P 500 Growth (IVW).

Global Tactical Portfolio

SECURITY TICKER WEIGHT

iShares Barclays 7-10 Year Treasury 
ETF

IEF 12.00%

iShares Ireland ETF EIRL 6.00%

First Trust Dow Jones Internet ETF FDN 6.00%

PowerShares Dynamic Food & Beverage 
ETF

PBJ 6.00%

iShares NASDAQ Biotechnology ETF IBB 6.00%

S&P Homebuilders SPDR XHB 6.00%

iPath Bloomberg Cocoa ETN NIB 6.00%

iShares US Health Care Providers ETF IHF 6.00%

S&P Insurance SPDR KIE 6.00%

Consumer Discretionary Select Sector 
SPDR

XLY 6.00%

PowerShares Dynamic Leisure & Enter-
tainment ETF

PEJ 6.00%

WisdomTree Bloomberg U.S. Dollar ETF USDU 6.00%

iShares S&P No American Tech-Soft-
ware ETF

IGV 6.00%

iShares Barclays 3-7 Year Treasury ETF IEI 6.00%

iShares 10-20 Year Treasury ETF TLH 6.00%

Cash 4.00%

The philosophy of  the Global Tactical portfolio is to use our pro-
prietary matrix ranking the Relative Strength of  various asset classes 
(stocks, bonds, commodities, currencies, fixed income and cash) to 
allocate to those asset classes with the highest rankings. During the 
third quarter our Relative Strength rankings began to point towards 
less risky assets, and the portfolio has gradually responded. The Glob-
al Tactical portfolio began the quarter invested in U.S. and European 
equities, with an emphasis on small caps. As the quarter developed 
and markets came under increasing stress, the portfolio shifted to-
wards large cap U.S. equities and then, later, fixed income. On Sep-
tember 29th, the portfolio began to institute a different screening 
methodology which allows the portfolio to expand its universe of  
potential holdings. To be clear, the portfolio still uses the exact same 
underlying Relative Strength analysis engine; the main change we have 
made is simply to have the portfolio own roughly the top 10% to 15% 
of  holdings of  a 160 ETF universe of  U.S. stocks, international stocks, 
fixed income, commodities, currencies, and cash. Thus the portfolio 
can get much more granular in its holdings, as can be seen in its new 
holdings above. Here are some key points regarding the new portfolio 
and methodology:

�� The new portfolio allocates 66% of  the portfolio to equity and 
only 6% to international equity (Ireland). 24% is allocated to 
fixed income, and 6% to commodities (cocoa).

�� Technology, Consumer Discretionary, and Consumer Staples 
sector and industry ETFs dominate the portfolio’s equity expo-
sure.

�� In studying the portfolio’s methodology, we have found that a 
Relative Strength-based methodology, when used among mul-
tiple asset classes as in this portfolio, adds its most value when 
it is able to rotate towards less volatile asset classes during sus-
tained declines.

�� Currently the portfolio takes a fairly defensive stance, allocating 
24% of  the portfolio towards U.S. Treasuries.



Navigator® 
Opportunity Update

Mason Wev, CFA®, CMT®, Portfolio Manager

Third Quarter 2015 — Portfolio Commentary

One Liberty Place   |  1650 Market Street   |  53rd Floor   |  Philadelphia, PA 19103   |  800.766.2264   |  www.ccmg.com

Past performance is not indicative of future results. This is not a recommendation to buy or sell a particular security. Please see attached disclosures.

Alternative

SECURITY TICKER WEIGHT

PowerShares QQQ QQQ 11.00%

Neuberger Berman Absolute Return 
Multi-Manager 

NABIX 8.00%

Neuberger Berman Long Short Inst'l NLSIX 8.00%

BlackRock Global Long/Short Credit Instl BGCIX 8.00%

TFS Market Neutral Fund TFSMX 8.00%

AQR Managed Futures High Volatility I QMHIX 8.00%

361 Managed Futures Fund I AMFZX 8.00%

VelocityShares Inverse VIX Short-Term XIV 8.00%

iShares Core S&P Mid-Cap ETF IJH 7.00%

iShares Russell 2000 IWM 7.00%

WisdomTree Bloomberg U.S. Dollar ETF USDU 4.00%

iShares Gold Trust IAU 2.00%

Cash 13.00%

The Alternative Opportunity portfolio contains a well-diversified mix 
of  themes which breaks down as follows: alternative-oriented mutual 
funds 48.0%, tactical global equity 33.0%, currencies 4.0%, commodi-
ties 2.0%, and cash 13.0%. Volatility, which has been extremely tame 
since 2011, came crashing back into the investing environment in the 
third quarter. It began with persistent weakness in emerging markets, 
then the eventual popping of  the equity bubble in China, and finally 
U.S. markets seeing their first 10% correction since 2011. The Alter-
native Opportunity portfolio looks to invest in unique, often non-
correlated investment opportunities, and generally views volatility as 
a creator of  opportunity. That certainly held true in the third quarter, 
as the portfolio largely held its value despite turbulence in stock and 
credit markets. The following are some important events and themes 
that occurred in the portfolio during the quarter:

�� The portfolio’s alternative-oriented mutual funds proved to be 
valuable diversification, as funds such as TFS Market Neutral 
(TFSMX), 361 Managed Futures (AMFZX), and AQR Managed 
Futures (QMHIX) held their value or even produced gains dur-
ing the height of  the August turbulence.

�� The portfolio reduced its risk profile at the end of  July, reducing 
equity exposure and then selling its high yield bond exposure at 
the end of  July. Within fixed income, the portfolio added longer-
dated Treasuries, via the iShares 20+ Year Treasury ETF (TLT).

�� Amidst a large market downdraft and spike in volatility, the port-
folio sold its long Treasury exposure and added equity exposure 
(via the NASDAQ 100 and inverse volatility ETFs) on the morn-
ing of  August 24th.

�� Though commodities and currencies rank poorly in our Relative 
Strength matrix overall, we have established small positions in 
Gold (IAU) and the long U.S. Dollar ETF (USDU).

�� The top contributors to return for the quarter were the NAS-
DAQ 100 ETF (QQQ) and the iShares 20+ Year Treasury (TLT); 
the top detractors were VelocityShares Inverse VIX Short-Term 
(XIV) and the iShares Russell 2000 (IWM).

Fixed Income Total Return

SECURITY TICKER WEIGHT

iShares Barclays 7-10 Year Treasury 
ETF

IEF 66.00%

iShares Barclays 3-7 Year Treasury ETF IEI 32.00%

Cash 2.00%

Early in 2015, on January 12th, the Fixed Income Total Return port-
folio allocated 100% towards high yield bonds using a combination 
of  high yield mutual funds and ETFs. Our models remained positive 
towards high yield bonds through the second quarter but, as the third 
quarter progressed, the weakness that was isolated in the high yield 
energy sector spread into the broader high yield market. As a result, 
our models turned and the portfolio became 100% defensive on July 
28th. The portfolio entirely sold its high yield bond positions, and 
now owns intermediate-term U.S. Treasuries. The move turned out to 
be timely, as the portfolio was wholly defensively invested during the 
market turmoil in August. While the S&P 500 endured a 12% decline 
over four days in August, the portfolio produced slight gains in its de-
fensive Treasury position. High yield bond spreads continue to widen 
as September comes to a close. We see no particular end to the fear 
that has gripped credit markets since May. Here are some additional 
developments in the portfolio during the quarter:

�� The portfolio currently owns two U.S. Government ETFs, the 
iShares 3-7 Year Treasury ETF (IEI) and the iShares 7-10 Year 
Treasury ETF (IEF). The resulting duration of  the portfolio is 
just over six.

�� Leading into September’s Fed announcement (in which they 
kept rates unchanged), our models nearly produced a neutral 
signal that would have allocated one third of  the portfolio each 
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to high yield bonds, Treasuries, and cash. The Fed’s announce-
ment led to a stock market and high yield bond selloff, and our 
models have returned to their maximum defensive position.

�� Many of  the smaller explorers and producers in the high yield 
energy space face bank refinancing issues in the fourth quarter. 
Defaults are considered likely, particularly for smaller players. 
We believe that may lead to an extreme in fear and sentiment 
and could create a tradeable bottom.

�� The portfolio’s two Treasury ETFs (IEF and IEI) were the top 
contributors on the quarter, while the Barclays High Yield Bond 
SPDR (JNK) and Neuberger Berman High Income (NHILX) 
were the top detractors.

Sentry Managed Volatility Portfolio

SECURITY TICKER WEIGHT

Navigator Sentry Managed Volatility 
Fund

NVXIX 95.00%

Cash 5.00%

Hedging one’s equity exposure during a strong market for equities is 
an exercise in patience and requires understanding the proper role of  
a hedge in a broader portfolio. When our assessments of  the markets 

are broadly bullish – as they remain today and for most of  2015 – the 
Navigator Sentry Managed Volatility Fund attempts to manage the 
cost of  hedging while maintaining a minimal hedge required to safe-
guard client assets. Under these circumstances, the Navigator Sentry 
Managed Volatility fund is a net loser in client portfolios, waiting for 
its day when protection will shine. 

The third quarter of  2015 provided an opportunity for protection and 
defense to shine, and the Sentry Managed Volatility Fund responded. 
The S&P 500 Index fell by over 6% on the quarter, and the Sentry 
Fund produced gains with its hedged approach. The fund’s protec-
tive qualities were the most on display during August’s turbulence as 
from August 18th to 25th the S&P 500 collapsed and declined 10.9%. 
In contrast, the Sentry Fund’s leveraged protection produced a gain 
of  34.7%. Gains in volatility are fleeting, however, and many of  the 
fund’s gains during August evaporated as markets stabilized. The 
fund continues its strategy constantly keeping on protection for eq-
uity portfolios, and it does so by owning put spreads on the S&P 500 
Index, and then by writing call spreads on an S&P 500 Volatility ETF 
(VXX). Looking forward, our analysis of  current market conditions 
and historic seasonality leads us to believe that markets are in the later 
stages of  a bottoming process. We expect that volatility will decline 
during the fourth quarter, and we are likely to focus on reducing the 
costs of  the hedging strategy.
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This material is not financial advice or an offer to sell any product. Not every client’s ac-
count will have these exact characteristics. The actual characteristics with respect to any 
particular client account will vary based on a number of factors including but not limited to: 
(i) the size of the account; (ii) investment restrictions applicable to the account, if any; and 
(iii) market exigencies at the time of investment. 

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 informa-
tion 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 an account’s portfolio. Asset al-
location will vary and the samples shown may not represent an account’s entire portfolio 
and in the aggregate may represent only a small percentage of an account’s portfolio hold-
ings. It should not be assumed that any of the securities transactions, holdings or sectors 
discussed were or will prove to be profitable, or that 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 Commission. Registration does 
not imply a certain level of skill or training. More information about Clark Capital’s advisory 
services and fees can be found in its Form ADV Part 2A Appendix 1 Wrap Fee Brochure 
which is available upon request. 

The MSCI EAFE Index (Europe, Australasia, Far East) is a free float-adjusted market capi-
talization index that is designed to measure the equity market performance of developed 
markets, excluding the U.S. & Canada.

These portfolio holdings and weightings reflect portfolio models that may or may not have 
changes since publication. Actual client holdings and weightings may or may not differ. Per-
formance since position initiated reflects the performance of security from the closing price 
of the day before the initial purchase date. This performance does not reflect actual per-
formance of any actual client position or account. In addition, performance does not reflect 
total performance of a specific position as allocations are often reduced or increased. This 
performance does not reflect the deductions of any fees. For information on fees see the 
Form ADV Part 2A Appendix 1 Wrap Fee Brochure for Unified Solutions. This research has 
not been reviewed by FINRA. The S&P 500 Index is an unmanaged market capitalization 
weighted index of 500 common stocks chosen for market size, liquidity, and industry group 
representation to represent U.S. equity performance. It represents approximately 75% 
of the U.S. equities market. Index returns do not reflect fee deductions. Benchmark index 
performance provided by Bloomberg and includes dividends. It is not possible to make an 
investment directly in any index. 

Non-Reliance and Risk Disclosure: This material has been prepared by Clark Capital Manage-
ment Group. This material should not be construed as an offer to sell or the solicitation of 
an offer to buy any security in any jurisdiction where such an offer or solicitation would be il-
legal. We are not soliciting any action based on this material. It is for the general information 
of our clients. It does not constitute a recommendation or take into account the particular 
investment objectives, financial conditions, or needs of individual clients. Before acting on 
this material, you should consider whether it is suitable for your particular circumstances 
and, if necessary, seek professional advice. The price and value of the investments referred 
to in this material and the income from them may go down as well as up, and investors 
may realize losses on any investments. Past performance is not a guide to future perfor-
mance. Future returns are not guaranteed, and a loss of original capital may occur. We do 
not provide tax, accounting, or legal advice to our clients, and all investors are advised to 
consult with their tax, accounting, or legal advisers regarding any potential investment. All 
indices are unmanaged and cannot be invested into directly. The volatility (beta) of a client’s 
portfolio may be greater or less than its respective benchmark. It is not possible to invest in 
these indices. High Yield Fixed Income are lower-rated securities, have credit risk, and are 
especially price sensitive when interest rates rise. Components with international securities 
may be more susceptible to political, economic, and financial events, or natural disasters 

than U.S. securities. In the Alternative investments, Real Estate has risks associated with 
direct ownership; valuations of real estate may be affected by economic or financial condi-
tions or catastrophic events resulting from forces of nature or terrorist acts. Currencies 
have risk related to political, economic, or financial events, or natural disasters; a country’s 
debt level and trade deficits; government intervention in the currency market; and currency 
exchange rates. Energy investments have risk from volatility of global prices, regulation by 
governments and contractual price fixing, asset class risk, and currency risk. Commodities 
are affected by global supply and demand; domestic and foreign interest rates; political, 
economic, financial events, or natural disasters; regulatory and exchange position limits; and 
concentration within a commodity. Absolute investment strategies may deviate substantially 
from overall market returns; foreign securities, particularly those of emerging markets, 
are susceptible to political, economic, and financial events, or natural disasters; the use of 
derivatives may have a large impact on the segment as may use of investments involving 
leverage. Global Infrastructure investments include investment in companies that principally 
engage in management, ownership, and operation of infrastructure and utility assets. Global 
infrastructure investing includes security, political, and geographical risks, among others. 
Commodity investments are vehicles used by investors to gain exposure to commodities and 
commodity futures. There are a number of ways investors can gain exposure to commodi-
ties. Transactions in commodities carry a high degree of risk, and a substantial potential for 
loss. Emerging Markets are typically countries in the process of industrialization, with lower 
gross domestic product (GDP) per capita than more developed countries. International in-
vestments involve special risks such as fluctuations in currency, foreign taxation, economic 
and political risks, and differences in accounting and financial standards. Emerging market 
investments are more risky than developed market investments. Returns and principal in-
vested in stocks are not guaranteed. Small stocks are more volatile than large stocks and 
are subject to significant price fluctuations, business risks, and are thinly traded.

Special Risk Disclosure related to U.S. Registered Exchange-Traded Funds (“ETFs”) and 
Exchange-Traded Notes (“ETNs”): To the extent this communication contains information 
pertaining to U.S. registered ETFs or ETNs, consider the investment objectives, risks, and 
charges and expenses of the ETFs and ETNs carefully before investing. Each ETF and ETN 
has filed a registration statement (including a prospectus) with the SEC which contains this 
and other information about the ETF or ETN as applicable. Before you invest in an ETF or 
ETN, you should obtain and read carefully the prospectus in the registration statement and 
other documents the issuer has filed with the SEC for more complete information about the 
product. You may get these documents for free by visiting EDGAR on the SEC website at 
www.sec.gov. Alternatively, you may obtain a copy of the prospectus for each of the ETFs 
and ETNs mentioned in these materials by contacting the ETF sponsoring company. ETFs are 
redeemable only in Creation Unit size aggregations and may not be individually redeemed; are 
redeemable only though Authorized Participants; and are redeemable on an “in-kind” basis. 
The public trading price of a redeemable lot of the ETFs may be different from its net asset 
value. These ETFs can trade at a discount or premium to the net asset value. There is always 
a fundamental risk of declining stock prices, which can cause losses to your investment. 
Most leveraged and inverse ETFs “reset” daily, meaning that they are designed to achieve 
their stated objectives on a daily basis. Due to the effect of compounding, their performance 
over longer periods of time can differ significantly from the performance (or inverse of the 
performance) of their underlying index or benchmark during the same period of time and 
as such are not meant to be held for the long term. This effect can be magnified in volatile 
markets. Prior to entering into a transaction in leveraged or inverse ETFs, you should be 
aware of the general risks associated with such transactions. You should not enter into 
leveraged or inverse ETFs transactions unless you understand the nature and extent of your 
risk exposure. You should also be satisfied that the leveraged or inverse ETFs transaction is 
appropriate for you in light of your circumstances and financial condition.

The relative strength measure is based on historical information and should not be con-
sidered 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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