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

EARNINGS AND DIVIDEND 
GROWTH CONTINUES INTO  
YEAREND

Across the S&P indices, growth stocks continued their year-to-date outperformance 
versus value stocks in the large-cap and mid-cap tiers. Although third quarter esti-
mates are not as strong as the second quarter, S&P 500 Index constituents are ex-
pected to report revenue growth of  5.0% with earnings growth of  4.2%. Despite the 
lower estimates, a record number of  companies issued improving revenue guidance 
in the third quarter. Fourth quarter projections resume strong double digit earnings 
being up 11.2% with revenue growth rising 5.7%.  For the year, earnings growth is 
projected to be 9.6% with revenue growth of  5.7%.  According to S&P 500 Dow 
Jones, S&P 500 companies continue to reduce stock repurchases but persist in paying 
record dividends to shareholders with an aggregate increase in quarterly dividends of  
$15.5 billion, up 6.9% over last year. Dividend growth rates should steadily rise due 
to continued earnings expansion, strong cash flow and possibly repatriated offshore 
earnings.

S&P 500 Index vs Fed Policy Rates

Daily Data 1945-01-02 to 2017-10-04
S&P 500 Index (2017-10-04 = 2,537.74)

Discount Rate (2017-10-04 = 1.75%)
Fed Funds Target Rate (2017-10-04 = 1.13%)
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Dark Shaded Areas Indicate Easing Cycles
Light Shaded Areas Indicate Tightening Cycles

Easing Cycle = At Least Two Consecutive Rate Cuts
Within A 12-Month Period Without An Intervening Rate Hike

Tightening Cycle = At Least Three Consecutive Rate Increases
Without An Intervening Easing Cycle

*Fed changed to two-tier discount rate structure
at higher rates as of 1/9/2003

S&P 500 Index Performance
Full History: 1945-01-02 to 2017-10-03

Fed Policy is % Gain/Annum % of Time
Tightening 4.79 34.49
Neutral 9.46 46.46
Easing 7.61 19.05
By/Hold = 7.47% Gain/Annum

Source: Ned Davis Research
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Historically equity market performance is higher during a Fed 
easing or neutral period compared to a tightening cycle when 
the market experiences lower average returns. Nonetheless, no 
two tightening periods are alike and market performance can 
vary greatly based on the absolute level of  interest rates and 
the frequency of  rate hikes over a period of  time (see chart 
S&P Index vs Fed Policy Rates on previous page). 

Sectors 

Eight of  eleven S&P 500 Index sectors project year-over-year 
earnings growth led by Technology, Energy and Real Estate 
while an earnings decline is expected in Consumer Discretion-
ary, Utilities and Telecom. As rates rise, sub-sectors such as 
banks, capital markets and insurance should gain momentum 
along with rate sensitive areas such as machinery, electrical 
equipment and construction (see Rising Rate Industries chart). 

Traditional bond proxy sectors such as Utilities, Consumer 
Staples and REITs may experience downward pricing pressure 

from rising rates, although potential tax reform could benefit 
several sectors paying a higher tax rate. Telecoms, Industri-
als, Consumer Staples and Financials carry an average tax rate 
of  30.4% versus Real Estate, Energy, Technology and Health 
Care sectors which average a lower 15.5% tax bracket. 

Winners and Losers

For the quarter, the best performing sectors were Technol-
ogy rising 8.28%, Energy up 6.0% and Materials increasing 
5.5%, while lagging sectors included Consumer Discretionary 
up 0.4%, Real Estate flat at 0.1% and Consumer Staples down 
2.0%. Leading companies included AbbVie up 23.6%, Texas 
Instruments rising 17.2% and Raytheon increasing 15.5%. 
Companies experiencing underperformance were Quest 
Diagnostics down 15.4%, British Tobacco lower by 7.7% and 
Corning increasing a mere 0.1%.
Sources: FactSet, Ned Davis Research, S&P Capital IQ

Rising Rate Industries: 10-Year Treasury Yield Beta after 2013

Beta from 2013-12-31 to 2017-08-31

10-Year Yield Beta of Excess Returns

Shows industries that have positive, statistically significant betas
to the 10-year Treasury Yield since 2013-12-31
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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. Investors 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. 

Bloomberg Barclays Capital U.S. Government/Credit Bond Index measures the performance 
of U.S. dollar 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 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 
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; (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. 

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, captur-
ing 75% of U.S. equities. The Bloomberg Barclays Capital U.S. Aggregate Bond Index is a 
market capitalization-weighted index, meaning the securities in the index are weighted ac-
cording 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 Bloomberg 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.

CCM-654


