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A Fork in the Road?
Since the market bottom in March 2009, the Russell 1000 growth and value indices 
produced similar total returns until shortly after the 2016 presidential election. By ear-
ly 2017, the positive momentum of large-cap growth stocks dramatically increased, 
outpacing most assets classes to date. 

In September, the market experienced a sharp two-day reversal into value stocks 
prompting the question, “What will be the longer-term style trend and how does it 
impact dividend payers?” Fortunately for investors, the trend is improving for divi-
dend investors to be represented in growth-oriented sectors including; Technology, 
Consumer Discretionary and Communications as well as traditional value sectors. 

For example, Technology stocks in the S&P 500 now contribute over 16.0% of total 
index dividends versus the long-term historical average of 6.6% dating back to 1972. 
Dividend investors have also benefitted from portfolio characteristics such as com-
pounding cash flow, quality fundamentals and lower betas.

Despite the September value rotation, growth has outperformed in the third quarter 
and year- to-date. While it is too early to determine if the “forgotten” value trade will 
persist, the performance spread between the styles is stretched to its widest level 
in nine years. Although value stocks normally trade at a discount to growth, the P/E 
ratio spread reached an 18-year high, increasing the likelihood of a trend change in 
the future. 

The old principle “water seeks its own level” can rhyme with market pricing when 
valuation dispersions widen too far. This scenario could be followed by more moder-
ate growth returns and outperformance in value sectors such as Financials, Energy 
and Materials. There are several catalysts that could contribute to a trend change 
including a potential China-U.S. trade deal, global growth acceleration or the Federal 
Reserve reversing consensus easing expectations.

According to FactSet, “In the third quarter, a larger percentage of S&P 500 companies 
lowered the bar for earnings versus recent quarters. The percentage of companies 
issuing negative EPS guidance is 73%, which is above the 5-year average of 70%.” 
Historically, value stocks tend to improve as corporate profit growth strengthens. For 
the balance of the year, the earnings trough witnessed in the second quarter could 
extend into year-end, but higher single digit earnings growth is projected for the first 
half of 2020.  
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The views expressed are those of the author(s) and do not necessarily reflect 
the views of Clark Capital Management Group. 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 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 invest-
ment 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. 

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 Russell 1000 Index measures the performance of the 1,000 largest U.S. 
companies based on total market capitalization, which represents 90% of the 
investable U.S. equity market.

Beta measures volatility, or systematic risk, of an individual stock in compari-
son to the unsystematic risk of the entire market. In statistical terms, beta 
represents the slope of the line through a regression of data points from an 
individual stock’s returns against those of the market. 

The price-earnings ratio, also known as P/E ratio or P/E, is the ratio of a com-
pany’s share price to the company’s earnings per share.

This document may contain certain information that constitutes forward-look-
ing statements which can be identified by the use of forward-looking terminol-
ogy such as “may,” “expect,” “will,” “hope,” “forecast,” “intend,” “target,” “believe,” 

and/or comparable terminology (or the negative thereof). Forward looking 
statements cannot be guaranteed. No assurance, representation, or warranty 
is made by any person 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.

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 ac-
count, 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 information provided in this report should not be consid-
ered 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 aggregate may represent only a small percentage of an account’s 
portfolio holdings. It should not be assumed that any of the securities transac-
tions, 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 which is available upon 
request. CCM-654

Stock and Sector Attribution 

For the quarter, the strongest contributing sectors were 
Energy, Industrials and Communications while the weakest 
included Financials, Staples and Materials. The top five con-
tributing stocks were AT&T Inc., Home Depot, Inc., Lockheed 
Martin Corporation, NextEra Energy, Inc. and Southern Com-
pany. The top five detractors were Pfizer Inc., Cisco Systems, 
Inc., BHP Group Ltd, Philip Morris and UnitedHealth Group.

Ticker Quarter Ending  
September 30, 2019

Average Weight 
(%)

Contribution to 
Return (%)

Top 5 Contributors

T AT&T Inc. 1.80 0.27

HD Home Depot, Inc. 2.17 0.26

LMT Lockheed Martin 
Corporation

2.81 0.23

NEE NextEra Energy, Inc. 1.59 0.22

SO Southern Company 1.60 0.21

Source: Factset. For illustrative purposes only.

Ticker Quarter Ending  
September 30, 2019

Average Weight 
(%)

Contribution to 
Return (%)

Top 5 Detractors

PFE Pfizer Inc. 1.63 -0.30

CSCO Cisco Systems, Inc. 2.37 -0.29

UNH UnitedHealth Group 
Incorporated

2.45 -0.27

BHP BHP Group Ltd Spon-
sored ADR 

1.57 -0.21

PM Philip Morris Interna-
tional Inc.

1.54 -0.15

Source: Factset. For illustrative purposes only.

Source: Ned Davis, Wolfe Research.


