Clark

MANAGEMENTLGROUP

Maira F. Thompson, Senior Portfolio Manager

Fourth Quarter 2015 — Portfolio Commentary

A YEAR OF UNCERTAINTY

Throughout the year, market headlines reflected uncertainty across the globe marked by a slowing
Chinese economy, falling oil prices and the pending Federal Reserve action. The S&P 500 Index
declined 0.73% on a price only basis to 2,043, while the Dow Jones Industrial Average closed the
year with a loss of 2.3% closing at 17,425. Volatility was evident with a 12.0% decline in the third
quarter followed by a solid rebound in the fourth quarter with the S&P 500 Index, Dow Jones In-
dustrial and NASDAQ all adding at least 6.0%. A market pause is normal in a bull market of this
length, which has been the longest since the 1990s. Including dividends, the S&P 500 Index has
returned 249% since it’s a crisis-era low of 2009. Although the Federal Reserve may increase rates
again in 2016, the “lower for longer” theme could persist in a world of low growth and contained
inflation. This scenatio provides opportunity for growth-oriented companies with rising dividends.
On a valuation basis, several high dividend sectors such as Utilities, Telecommunications and RE-
ITS have attractive P/E ratios that are unchanged from a year ago but may experience downward
price pressure with the exception of select REIT subsectors. Our focus continues to be “dividend
growth” companies which tend to outperform over the longer term while providing above average
cash flow.

Weekly Data 1983-09-30 to 2015-12-18

S&P 500 Median Forward P/Es of High Dividend Growers minus High Dividend Yielders

High Growers - 105

2015-12-18 =-1.96 More Expensive

1
+3SD 9.0

+25D

+15SD

(-) suoneinaa piepuers (+)

Data Range (Years)i1, 2, 3, 5,10, 20, Max

High Yielders

Mean and standard deviation lines based on data from 1983-09-30 through 20151218 {\/Ior‘e E’fPeUSivﬁ -
1986 1988 1990 1992 1994 1996 1998 2000 2002 2004 2006 2008 2010 2012 2014 2016

Source: Ned Davis Reseach

In 2015, the S&P 500 Index shareholder distributions (total dividends + gross buybacks) hit a 10-
year high as did aggregate dividend payments which also peaked totaling $410.8 billion over the last
trailing 12 months. As expected, the Financials led in year-over-year dividend growth per share up
15.8% followed by Healthcare increasing 13.2%. In 2016, Financials will likely be at the front of
the pack for dividend increases as well as Technology. Over the next 12 months, analysts project
dividend per share growth will slow to a more normal rate of 6.5%.

In the fourth quarter, sector strength was led by the multi-year laggard Basic Materials up 9.69%,
followed by Healthcare rising 9.22% and Technology up 9.17%, while the weakest sectors were En-
ergy barely positive at 0.20%, Utilities up 1.07% and REITS gaining 4.86%. Despite the Industrial
and Material sectors strong showing they ended negative for the year, down 2.53% and 8.38% re-
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spectively while Energy declined 21.12%. The leading sectors in 2015 that
outperformed the S&P 500 Index total return (up 1.38%) were Consum-
er Discretionary 10.11%, Healthcare 6.89% and Staples 6.60%. Strong
companies in the High Dividend Equity portfolio included Home Depot
gaining 28.10%, Clorox up 21.71% and Altria rising 18.14% versus lag-
gards such as UPS down 13.4% along with Western Refining declining
5.72% and Apple 4.64%.

In 2016, we believe US. stocks should rise in line with earnings growth

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 investments portfolio. Material
presented has been derived from sources considered to be reliable, but the accuracy and com-
pleteness cannot be guaranteed. Nothing herein should be construed as a solicitation, recom-
mendation 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. Inves-
tors must make their own decisions based on their specific investment objectives and financial
circumstances. Past performance does not guarantee future results.

The S8P 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 companies based in the U.S. have traded during a standard trading session in the
stock market.

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 Emerging Markets Index is a freefloat-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.

Barclays Capital U.S. Government/Credit Bond Index measures the performance of U.S. dol-
lar denominated U.S. Treasuries, government-related and investment grade U.S. corporate
securities that have a remaining maturity of greater than one year.

Index returns include the reinvestment of income and dividends. The returns for these unman-
aged indexes do not include any transaction costs, management fees or other costs. It is not
possible to make an investment directly in any index.

Morningstar is the largest independent research organization serving more than 5.2 million
individual investors, 210,000 Financial Advisors, and 1,700 institutional clients around the
world.

For each separate account with at least a three-year history, Morningstar calculates a Morn-
ingstar Rating™ based on a Morningstar Risk-Adjusted Return measure that accounts for
variation in a separate account’s monthly performance, placing more emphasis on downward
variations and rewarding consistent performance. The top 10% of separate accounts in each
category receive 9 stars, the next 22.5% receive 4 stars, the next 35% receive 3 stars,
the next 22.5% receive 2 stars and the bottom 10% receive 1 star. The Overall Morningstar

which may be in the range of 5 to 8%. We continue to favor Technology,
Financials and select Healthcare stocks with consistent earnings growth
and rising dividends. In our opinion, the Energy and Material sectors con-
tinue to be undervalued with dividend yields in the 4 to 7% range, almost
twice the 10-year Treasury yield. We remain underweight the sectors but
expect a bottoming process to provide opportunity in 2016.

Sources: Factset, NDR

Rating for a separate account is derived from a weighted average of the performance figures
associated with its three-, five- and ten-year Morningstar Rating metrics.

© 2015 Morningstar, Inc. All Rights Reserved. The information contained herein: (1) is pro-
prietary to Morningstar and/or its content providers; (2) may not be copied or distributed;
and (3) is not warranted to be accurate, complete or timely. Neither Morningstar nor its
content providers are responsible for any damages or losses arising from any use of this
information.

Past performance is not indicative of future results. This material is not financial advice or an
offer to sell any product. Not every client’s account will have these exact characteristics. The
actual characteristics with respect to any particular client account will vary based on a num-
ber of factars including but not limited to: (i) the size of the account; (i) investment restric-
tions 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 allocation will
vary and the samples shown may not represent an account’s entire portfolio and in the ag-
gregate may represent only a small percentage of an account’s portfolio holdings. 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.

The CBOE Volatility Index® (VIX®) is a key measure of market expectations of near-term
volatility conveyed by S&P 500 stock index option prices and shows the market’s expectation
of 30-day volatility. It is constructed using the implied volatilities of a wide range of S&P 500
index options. This volatility is meant to be forward looking and is calculated from both calls
and puts. The VIX is a widely used measure of market risk. The S&P 500 measures the perfor-
mance of the 500 leading companies in leading industries of the U.S. economy, capturing 75%
of U.S. equities. The Barclays Capital U.S. Aggregate Bond Index is a market capitalization-
weighted index, meaning the securities in the index are weighted according to the market
size of each bond type. Most U.S. traded investment grade bonds are represented. Municipal
bonds, and Treasury inflation-protected securities are excluded, due to tax treatment issues.
The index includes Treasury securities, government agency bonds, mortgage-backed bonds,
corporate bonds, and a small amount of foreign bonds traded in the U.S. The Barclays Capital
Aggregate Bond Index is an intermediate term index.

The volatility (beta) of a client’s portfolio may be greater or less than its respective bench-
mark. It is not possible to invest in these indices.

Clark Capital Management Group, Inc. is an investment adviser registered with the U.S. Secu-
rities 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 which is available upon reguest.
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