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Guide to the Gauges
Our Latest Assessment of
Key Economic Indicators

We believe that over the long term, stock prices are driven by two things:
earnings, and what people are willing to pay for those earnings. These five
gauges relfect our outlook for the factors that we believe drive stock prices.

Each gauge is comprised of a number of individual indicators, which the
Investment Team evaluates on an ongoing basis to determine if the gauge
is neutral, positive, or negative.

Monetary Policy

Fourth Quarter Summary

After two quarters of negative GDP in the first half of 2022, the economy
rebounded in the third quarter. The job market and consumer remain
resilient, although other parts of the economy such as manufacturing and
housing are beginning to contract. Inflation has shown signs of peaking.

The Fed aggressively raised interest rates in 2022, which has been a
headwind for stocks and bonds. However, it's important to note that
historically, both stocks and bonds have started to go up well before the
final rate hike in prior cycles. We believe we are closer to the end of the rate
hike cycle than the middle.

P/E multiples have contracted from peak levels. Stock prices were down
significantly in 2022, but earnings were not. Wall Street analysts expect
earnings growth of 12% in 2023, although we recognize the possibility of
downward revisions to those projections. In fixed income, bonds are offering

S the highest yields seen in years. Overall, we observed less bearish investor

sentiment and lower volatility in Q4, although overall sentiment remains
negative.

The gauges represent the firm's expectations for the market, and how changes in the market will affect
the strategy, but are only projections which assume certain economic conditions and industry develop-
Interest Rates ments and are subject to change without notice.
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Economy

This quarter, we moved the economy gauge forward one notch to neutral
to reflect the rebound in Q3 GDP and resiliency of the labor market. Portions
of the economy are beginning to contract, such as manufacturing and
housing. We cannot say we are in a recession yet, although the possibility of
a mild recession is rising.

Moved Forward One Notch

Key Takeaways

GDP Labor Market Corporate Earnings

After negative GDP in the first half of The unemployment rate is historically While the risk of @ mild economic reces-
2022, GDP rebounded to 3.2% in Q3 and low, and job openings are plentiful. sion has increased, corporate earnings
the Fed's GDPNow Q4 forecast is 3.9%. are expected to rebound in 2023.

Unemployment Rate and Non-Farm Job Openings

The unemployment rate continues to be at historically low levels, while job openings remain abundant.
Wage growth continues to be positive for workers, although the pace of wage gains has moderated (wel-
come news for the Fed).

15.0 12,000

== Unemployment Rate (left)
=== Job Openings: Total Nonfarm (right)

10,000

8,000

Percent

6,000

Spuesnoy] uj |aAs]

4,000

2,000

2002 2004 2006 2008 2010 2012 2014 2016 2018 2020 2022

Source: fred stlouis.org

For illustrative purposes only. Past performance is not indicative of future results.
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Monetary Policy

This quarter, we moved the monetary policy gauge forward one notch
to half reverse to reflect that the Federal Reserve has begun to “step
down" the size of rate increases from 75 basis points to 50 basis points in
December.

While Fed policy is still a headwind for risk assets, we believe that the
Moved Forward One Notch Federal Reserve is closer to the end of the rate hike cycle than the middle.

Key Takeaways

Rate Hikes Terminal Rate Balance Sheet

After four consecutive 75 basis point rate  The Fed raised rates by 425 basis points The Fed has started to slowly shrink its
hikes, the Fed has begun to “step down" (4.25%) in 2022 and is expected to reach balance sheet and will continue that
the size of their rate increases to 50 basis  5%-5.25% early in 2023. process in 2023.

points.

Federal Funds Effective Rate and Personal Consumption Expenditures Price Index (Core)

The Fed has made progress in its battle with inflation as price levels have moved lower in recent months.
However, we believe that more work must be done for the Fed to achieve its target level of inflation of
around 2% on a Core PCE basis. The Fed will be continuing this fight over the course of 2023.

== Federal Funds Effective Rate
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For illustrative purposes only. Past performance is not indicative of future results.
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Valuations

This quarter, we moved the valuations gauge back one notch to neutral to
reflect that P/E multiples have moved higher from the end of Q3. We now
view stocks as “fairly valued"” at the index level.

Moved Back One Notch

Key Takeaways

P/E Multiples Earnings

After reaching slightly undervalued While operating EPS declined slightly
levels at the end of Q3, stocks have re- in 2022, Wall Street analysts expect a
turned closer to “fair value" range. rebound in 2023.

S&P 500 Price Level and Foward Operating P/E

In 2022, stock prices were down significantly while earnings were not. For 2023, Wall Street analysts are ex-
pecting earnings to rebound by 12%. However, we recognize the possibility of downward revisions to those
projections.
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Moved Back Two Notches

Investor Sentiment

This quarter, we moved the investor sentiment gauge back two notches
to the slow forward position to reflect that investor sentiment became
less negative by the end of Q4. We also observed that stock volatility, as
measured by the VIX Index, became more subdued.

Key Takeaways

AAIl Survey

After reaching historically high levels of
bearishness at the end of Q3, the AAIl
Survey saw an increase in bullishness in
December, but remains firmly bearish
overall.

Sentiment Votes

VIX Index

After reaching levels above 30 in Q3 and
early Q4, the VIX Index retreated to the
low 20s by the end of December.

Since its inception in 1987, the AAIl Survey has been a useful contrarian indicator. In the past, when the
survey has reached extreme levels of bullishness or bearishness, a change in direction for the market often

followed.
Week Ending
12/21/2022

Source: American Association of Individual Investors
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Interest Rates

This quarter, we held the interest rates gauge in the slow reverse position
to reflect that both the level of interest rates and shape of the yield curve
remain a headwind for risk assets.

No Change in Position

Key Takeaways
Change in Yields Yield Curve Outlook
Short-term rates have increased a bit The spread between the 3-month and We expect that yields may have already
and long-term rates have moved down 10-year Treasuries has inverted. This peaked, or will peak, in early 2023 and
from their late October peak in yields. signal has preceded prior recessions, will begin to move lower by the end of
although it does not indicate the depth the year.
or duration of a potential recession.
Bond Yields

Yields on corporate debt are at levels not seen in many years. While this may be a negative for issuers, it
may create an opportunity for investors.

= Market Yield on U.S. Treasury Securities at 10-Year Constant Maturity, Quoted on an Investment Basis
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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 port-
folio. Material presented has been derived from sources considered to be reliable, but
the accuracy and completeness cannot be guaranteed. Nothing herein should be con-
strued 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. Investors must make their own
decisions based on their specific investment objectives and financial circumstances.
Past performance does not guarantee future results.

The core PCE price index measures the prices paid by consumers for goods and ser-
vices without the volatility caused by movements in food and energy prices to reveal
underlying inflation trends.

The Standard and Poor's 500, or simply the S&P 500, is a stock market index tracking
the stock performance of 500 large companies listed on stock exchanges in the United
States.

The ICE BofA AA US Corporate Index is a subset of the ICE BofA US Corporate Master
Index tracking the performance of US dollar denominated investment grade rated cor-
porate debt publicly issued in the US domestic market.

The ICE BofA US Corporate BB Index is a subset of the ICE BofA US High Yield Master
Il Index tracking the performance of US dollar denominated below investment grade
rated corporate debt publicly issued in the US domestic market. This subset includes
all securities with a given investment grade rating BB.

The AAIl Sentiment Survey measures the percentage of individual investors who are
bullish, bearish, and neutral on the stock market short term; individuals are polled from
the AAIl Web site on a weekly basis.

VIX is the ticker symbol and the popular name for the Chicago Board Options Ex-
change's CBOE Volatility Index, a popular measure of the stock market's expectation of
volatility based on S&P 500 index options.

Gross domestic product (GDP) is a monetary measure of the market value of all the final
goods and services produced and sold in a specific time period by countries.

References to market or composite indices, benchmarks or other measures of relative
market performance over a specified period of time (each, an “index”) are provided

for your information only. Reference to an index does not imply that the portfolio will
achieve returns, volatility or other results similar to that index. The composition of

the index may not reflect the manner in which a portfolio is constructed in relation to
expected or achieved returns, portfolio guidelines, restrictions, sectors, correlations,
concentrations, volatility or tracking error targets, all of which are subject to change.
Investors cannot invest directly in an index

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 compa-
rable 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.

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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