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IS THE MARKET RALLY LONG IN
THE TOOTH?

Despite market participants taking money off the table in March, the S&P 500 Index
returned 11.3% from the November U.S. election through the end of the first quarter.
The day after President Trump’s inaugural address, investors put $8.1 billion dollars
into the SPDR S&P 500 Index which was the biggest buying surge since December
2014. Strong leading indicators and rising earnings growth suggest the upside may
continue although it’s hard to ignore the market multiple in the eighth year of this bull
market. The S&P 500 Index currently trades at 21.7 times trailing twelve month earn-
ings and 18.1 times forward twelve month earnings which is a healthy premium to
the 10 year historical average of 15.3 times and 13.9 times respectively. Despite these
valuations, S&P 500 Index earnings growth is set to rebound in the first quarter rising
an estimated 10.2%, which would be the highest growth rate since fourth quarter 2011.
With the earnings recession in the rear view mirror, there may be more upside for high
quality dividend growers.

A stronger economy, improving earnings growth as well as positive fiscal policies in
the areas of tax reform, infrastructure and deregulation could help propel the markets
higher. President Trump’s foiled health care plan has caused some consternation about
the future success of the administration’s overall agenda but, chances are, several of
his policies will gain enough traction to be implemented. One industry that stands to
benefit from regulatory relief is Financials. The sector has faced headwinds from low

Daily Data 2016-09-22 to 2017-04-03 (Log Scale)

e Rising Rate Portfolio (Equal-Weighted), Total Gain = 20.04%

@ S8P 500 Index (Cap-Weighted), Total Gain = 9.49%

@== Financials Sector (Equal-Weighted), Total Gain = 18.45% Portfalio consists of Ten Stacks:

@== Banks Industry (Equal-Weighted), Total Gain = 24.32% JPM, FITB, C, ZION, MS, COF, MET, GCOM, CSCO, FLR

Allindices are total return, allocated to 100
on 2016-09-22, and rebalanced quarterly.
Financials Sector uses NDR estimates prior to 9/1/2016.
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Source: Ned Davis Research
Past performance is not indicative of future results.

This is nat a recommendation to buy or sell a particular security. Please see attached disclosures.
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loan and mortgage growth coupled with lower volume. Going
forward, rising rates and increased earnings estimates should
benefit the sector. The chart on the previous page shows a
basket of “Rising Rate” stocks primarily consisting of finan-
cial and bank stocks
which have outper-
formed the S&P 500
Index since the elec-
tion despite the pull-
back in Match.

as a Percent of S&P 500 Dividends

W Percentage of Total Dividends 2017-03-31 = 15.31%
== Five-Year Moving Average 2017-03-31 = 14.82%
— - Long-Term Historical Average 2017-03-31 = 6.09%

Since not all dividend
stocks are alike, we
emphasize the impor-
tance of being selec-
tive when investing
in “bond proxy” sec-
tors, which can be
negatively  impacted
by higher rates and in-
creasing inflation such
as Telecom and Utili-
ties that have difficulty
passing on increased
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cost to the consumers.
Over the next six to
twelve months, sector
valuations will also be
important as several bond proxy sectors such as Staples and
Utilities are overvalued versus Financials and Energy.

Source: Ned Davis Research

Sector Rotation

In the first quarter, the top performing sectors in the Navi-
gator High Dividend Equity portfolio were Technology up
12.1%, Consumer Discretionary rising 8.0% and Healthcare
up 7.8%. Currently, the Technology sector contributes on

S&P 500 Information Technology Sector Dividends
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S&P 500 Information Technology Sector Dividends as a Percent
of S&P 500 Dividends (Four-Quarter Point Change)

average 15% of the total S&P 500 Index dividends versus
their historic average contribution of 6.0%. We believe the in-
creased dividends along with rising earnings estimates makes it
an attractive sector for dividend growth stocks.

The lowest return sec-
tors included Energy
down 7.3%, Telecom-
munications declining
5.0% and Financials
up a mere 2.0%. The
Energy sector will
experience  positive
earnings versus a first
quarter loss a year ago
although that has yet
to be reflected in stock
prices. The strongest
earnings were in Fi-
nancials up +15.9%,
Technology +14.3%
and Materials +11.5%
versus the lowest earn-
ings which were found
in Real Estate +1.4%,
Utilities +1.3%
Consumer Discretion-
ary +1.3%.

Quarterly Data 1972-03-31 to 2017-03-31

Dividends reflect annual indicated dividends on a dollar basis

2017-08-31 = 0.29% Points

and

Winners and Losers

In the Navigator High Dividend Equity portfolio for the quar-
ter the Technology sector had the biggest movers including
Apple up 24.0%, Broadcom rising 23.8% and KILA-Tencor
up 20.8% while the biggest losers were Chevron down 8.7%,
Whirlpool falling 5.7% and International Paper declining 4.3%.

Sources: FactSet, Ned Davis Research, Bloomberg

Past performance is not indicative of future results. This is not a recommendation to buy or sell a particular security. Please see attached disclosures.
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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 investments portfolio. Mate-
rial 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. Investars must make their own decisions based on their specific investment ob-
jectives and financial circumstances. Past performance does not guarantee future results.

All investments involve risk, including loss of principal and there is no guarantee that invest-
ment objectives will be met.

This document may contain certain information that constitutes forward-looking statements
which can be identified by the use of forward-looking terminology such as “may,” “expect,”
“will,” “hope,” “forecast,” “intend,” “target,” “believe,” and/or comparable terminology
(or the negative thereof). No assurance, representation, or warranty is made by any per-
son that any of Clark Capital’s assumptions, expectations, objectives, and/or goals will be
achieved. Nothing contained in this document may be relied upon as a guarantee, promise,
assurance, or representation as to the future.

Gross performance shown is presented gross of investment advisory fees and includes the
reinvestment of all income. Gross returns will be reduced by investment advisory fees and
other expenses that may be incurred in the management of the account. Net performance
includes the deduction of a 3.0% annual wrap fee, which is the highest anticipated wrap fee
charged by any sponsor. Management and performance of individual accounts will vary due
to differences such as the availability of securities, trading implementation or client objec-
tives, and market conditions. For a fee schedule, please contact your advisor or refer to
AssetMark’s Form ADV Part 2A. If you enter into an agreement directly with Clark Capital,
refer to Clark Capital’s Form ADV Part 2A. The Firm’s policies for valuing portfolios, calculat-
ing performance, and preparing compliant presentations are 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 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 un-
managed 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 investars, 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
Morningstar Rating™ based on a Morningstar Risk-Adjusted Return measure that accounts
for variation in a separate account’s monthly performance, placing more emphasis on down-
ward variations and rewarding consistent performance. The top 10% of separate accounts
in each category receive 5 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 Rating for a separate account is derived from a weighted average of the per-
formance figures associated with its three-, five- and ten-year Morningstar Rating metrics.

©2017 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 number of factors including but not limited to: (i) the size of the account; (i) investment
restrictions applicable to the account, if any; and (i) 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.

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 expecta-
tion 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 performance 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 repre-
sented. 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.
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 which is available upon request.
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