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MACRO STRATEGY

Solid underpinnings for housing and consumption, combined 
with reasonable valuations mean that—absent a banking 
sector-specific crisis—U.S. bank stocks have a number of 
positive catalysts. Thus, we continue to believe there is a 
good fundamental (pro-growth) case to be made for a long 
position in banks.

THOUGHT OF THE WEEK

U.S. oil production hit a milestone in July, reaching 11 
million barrels per day. New-generation rig efficiencies 
have subdued the number of active rigs, which can still 
provide higher overall oil production, pointing to the 
technology-driven, entrepreneurial-risking DNA of the 
U.S. private sector.

GLOBAL MARKET VIEW

At the end of the current quarter, index providers Standard 
& Poor’s (S&P) and MSCI will make changes to the structure 
of their Global Industry Classification Standard (GICS) 
system. The net result will be a brand new mega sector that 
combines technology, media and telecommunications across 
all S&P and MSCI benchmarks.

PORTFOLIO CONSIDERATIONS

We reaffirm our positive view on equities and negative 
view on fixed income given the growth momentum 
building, particularly in the U.S.

STICKING WITH FINANCIALS

Jonathan W. Kozy, Senior Vice President and Senior Macro Strategy Analyst

While lower-for-longer interest rates and a flatter yield curve 
garner most of the attention, the macro factors that matter 
the most for U.S. financials, particularly banks, continue their 
solid track: Consumer spending growth is steady, home prices 
are growing at a mid-single-digit pace, and valuations are 
attractive both on a relative and absolute basis. Balance sheets 
for both banks and consumers are in good shape. Additionally, 
the headwinds from financial regulation are fading. These macro 
tailwinds are being confronted head-on by fears of a trade war 
or euro-led financial stress ultimately leading to slower global 
growth and pressure on longer-term interest rates. The case for 
lower interest rates is also being supported by still-dovish central 
bank policies in Europe and Japan. Encouragingly, most measures 
of global financial stress remain benign, and we still think there 
is room for domestic fundamentals to take the lead and for both 
short-term and long-term interest rates to move higher. Thus, we 

continue to believe there is a good fundamental (pro-growth) 
case to be made for a long position in banks.

VALUATIONS

First, valuations remain attractive. On a price-to-book value 
basis, the S&P 500 Banks Industry Group GICS Level 2 Index 
currently trades at a 19%–20% discount to the through-
the-cycle level (1.4x vs. 1.7x). In fact, tailwinds from Federal 
Reserve (Fed) rate hikes, ongoing deregulation, nascent loan 
growth and low credit costs suggest that the group can trade 
above the cycle median if return on equity (ROE) continues 
to improve. On a relative price-to-earnings basis, the group 
trades at a >5x multiple discount to the broader market 
despite a superior earnings-per-share (EPS) growth outlook for 
2019 and 2020. By comparison, at the end of 2016 and 2017 
the banks traded at a ~4x multiple discount to the S&P 500, 
in line with the average discount over the last seven years. By 
either measure, the banks remain relatively cheap, and a ~20% 
re-rating of the group would merely normalize valuation. 
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THE MACRO CASE FOR U.S. BANKS

U.S. bank stocks are nearly flat year-to-date and have 
underperformed, according to Bloomberg, the broader market, 
even as growth in the sectors of the economy that are most 
important for bank health—personal consumption spending and 
housing (both activity and prices) —remain solid. On the consumer 
side, real consumer spending slowed in the first quarter, according 
to the Federal Reserve, but is likely running at over a 3.0% annual 
rate in the second quarter. Broader measures of unemployment 
(U-6, for example) are currently falling, wage growth remains 
decent and consumer balance sheets remain very strong following 
years of deleveraging. The state of the consumer is an important 
determinant of potential credit losses for banks, and the current 
state of low leverage and a low financial obligations ratio are 
encouraging for equity investors looking for defensive positioning. 

The health of U.S. consumers is evident in the decline 
and relatively low level of new foreclosures and 90+-day 
delinquencies. Housing is important for this reason but also 
because there is a lagged effect of rising home prices and activity 
on credit growth: Rising prices reinforce household balance 
sheets, and more expensive homes require bigger mortgages.

On that note, home prices have been growing at a mid-single 
digit pace and seem unlikely to fall because housing inventories 
are so low. New home sales are an important indicator to 
watch for bank stocks, along with related housing starts and 
permits. Starts and permits continue a slow trek higher and 
our fundamental outlook for housing construction in the U.S. 
remains positive. With millennial job growth on a solid track, so 
are household formations. The millennial generation may be 
scarred by the Great Recession of 2007-2009, and they tend 
to be in no rush to get married, have kids and buy a home, but 
broader macro fundamentals for housing should ultimately 
prevail. The main constraints on housing remain on the supply 
side, where lot shortages, labor costs and materials prices 
are making homes more expensive. We continue to expect 
solid growth in housing investment in the intermediate term, 
as these supply constraints are managed in the face of still-
strong demand conditions. Housing is helping set the tone 
for credit, which is one of seven lagging indicators included 
in the Conference Board’s composite index, partly because of 
its lagged response to rising home prices. Credit growth as 
measured by bank credit at all commercial banks slowed from 
8.0% year-over-year (YoY) in October 2016 to around 3.4% 
through May of this year. That said, credit growth reaccelerated 
in June (to the 5% range) and appears to be sustained so far in 
July, as commercial lending (which has trailed consumer credit 
growth/demand in part due to tax reform-induced liquidity) 

picks up. There is still room for real estate loans to grow for the 
above reasons. Moreover, a stable employment backdrop with a 
rising minimum wage suggests relatively benign credit quality, 
which should bolster consumer lending in the aggregate. 

While the broader credit picture for households remains 
relatively solid, there are some pockets of weakness in credit 
card debt and auto loans. The percent of balance 90+ days 
delinquent has risen to 8.0% for credit cards and 4.3% for 
auto loans, the highest since 2015 and 2012, respectively, 
according to the New York Fed. However, credit card and auto 
loans make up only a small percentage of total household 
debt, standing at $815 billion (6.2% of total) and $1.23 trillion 
(9.3% of total), respectively. Mortgages, of course, make 
up the majority, at $8.94 trillion (67.7% of total), and have 
remained quite healthy amid declining delinquency rates and 
new foreclosures, as well as rising home prices.

Overall, given the tailwinds at the backs of U.S. consumers 
in the form of low unemployment, a healthy housing market 
and rising wages, consumer loan credit quality should 
remain relatively benign, which provides a strong outlook for 
loan growth at U.S. banks—including first and second lien 
mortgages, credit cards and auto lending. Moreover, since the 
aggregate loan-to-deposit ratio (77%) remains well below the 
cycle median (82%), the typical bank can fund incremental 
loan growth with its existing deposit base even if deposit 
betas increase as rates go higher (Exhibit 1).

Exhibit 1: Loan-to-Deposit Ratio is Still Below the Through-
the-Cycle Level.
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Source: Federal Reserve H.8 data. Data as of July 18, 2018. 

CORPORATE CREDIT CYCLE STRETCHED BUT NOT 
LIKELY TO BREAK

There is some concern about corporate debt, but charge-off 
rates for commercial and industrial (C&I) loans, for example, 
have moved lower recently. Higher energy prices have helped. 
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GLOBAL MARKET VIEW 

Credit spreads are signaling that the risk of a sharper rise in 
corporate charge-offs is low (for now), and we think nonfinancial 
profits should grow at a decent clip. While nonfinancial 
corporate borrowing has risen fast, we don’t foresee a rapid 
pickup in defaults in the near term, as elevated leverage is 
balanced out by the much lower rates/cost of servicing.

EARNINGS

Conventional wisdom suggests that a flattening of the yield curve 
is a headwind to spread revenue growth and net interest margin 
(NIM). Yet, despite the benchmark 2–10’s treasury spread having 
narrowed from more than 90bps to less than 30bps over the 
last year, the typical bank has reported wider NIM and a mid-
single-digit increase in net spread revenue versus a year ago. In 
fact, the current consensus outlook implies an additional +5bps 
increase in NIM for the typical bank over the next four quarters. 
So, conventional wisdom is not borne out by the facts. The rise 
in the short end of the curve over the course of a Fed tightening 
cycle is more important to banks’ NIM expansion and, thereby, 
net interest income growth, given their ability to reprice/originate 
higher yielding loans while suppressing deposit costs. 

Earnings so far this year provide clear evidence that interest 
rates are not the sole driver of profits for banks. In the first 
half of 2018, typical banks reporting so far have posted 
median earnings growth in the mid-20% range (versus an 
expected 19% for the S&P 500) on revenue growth in the 
mid-single-digit range (versus an 8% estimate for S&P 500). 
Importantly, EPS growth in 2019 and 2020 is forecast to be in 
the 11%–12% range for the S&P banks (about 100bps more 
than the broader market), aided by large share repurchase 
programs. Anecdotally, loan growth was particularly strong 
in June, driven by stronger commercial lending, according 
to management conference call commentary. Credit quality 
remains benign and should continue to normalize as interest 
rates rise. 

BOTTOM LINE

Solid underpinnings for housing and consumption, combined 
with reasonable valuations mean that—absent a banking 
sector-specific crisis—U.S. bank stocks have a number of 
positive catalysts.

MACRO STRATEGY (Continued)

THE COMING TMT SECTOR CHANGES

Ehiwario Efeyini, Senior Vice President and Senior Market Strategy Analyst

At the end of the current quarter, index providers Standard & 
Poor’s (S&P) and MSCI will make changes to the structure of their 
Global Industry Classification Standard (GICS) system, merging 
parts of technology and media with the telecommunications 
sector. From the market close on September 28, 2018, 
the telecommunication services sector will be renamed 
“communication services” and expanded to include three 
additional industries: media, entertainment and interactive media 
and services. The net result will be a brand new “mega” sector 
that combines technology, media and telecommunications (TMT) 
across all S&P and MSCI benchmarks.

Media will include the advertising, cable and satellite, 
broadcasting and publishing sub-industries currently grouped into 
the consumer discretionary sector. Entertainment will include 
the movies and entertainment sub-industry from consumer 
discretionary, plus internet retail holding Netflix and a new 
sub-industry called “interactive home entertainment,” which 
will contain three digital gaming holdings (Activision Blizzard, 
Electronic Arts and Take-Two Interactive Software) from the 
existing information technology sector. Interactive media and 
services (another new sub-industry) will include the internet 

Exhibit 2: Structure of the New Communication Services Sector.

SECTOR

INDUSTRY
GROUP

INDUSTRY

SUB-
INDUSTRY 

Communication
Services 

Integrated
Telecom
Services 

Wireless
Telecom
Services 

Advertising Cable &
Satellite 

Movies &
Entertainment 

Interactive
Media &
Services  

Interactive
Home

Entertainment 
Alternative

Carriers 

Broadcasting Publishing

Telecommunication
Services 

Media &
Entertainment 

Wireless
Telecom
Services 

Diversified
Telecom
Services

Media
Interactive

Media &
Services  

Entertainment

Source: MSCI, Chief Investment Office. Data as of 2018. 

companies Alphabet, Facebook and Twitter, as well as internet 
retail holding Trip Advisor. The current telecommunications mega 
sector will be classified as another industry group within the new 
communication services category (Exhibit 2). And separately, 
online marketplace eBay will move from information technology 
to consumer discretionary alongside the largest internet retail 
constituent, Amazon.

The GICS adjustments will change the composition of the worst-
performing sector of this year and this cycle (telecommunication 
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GLOBAL MARKET VIEW (Continued)

services), according to Bloomberg as of July 27, and that of the 
two best-performing sectors of this year and this cycle (consumer 
discretionary and information technology), with the modifications 
implemented in time for the start of the third-quarter earnings 
season. Investors will, therefore, also have to modify their views 
of these three affected sectors. The new communication services 
grouping will capture not only telecommunications networks and 
internet service providers, but also traditional broadcast and print 
media, as well as new digital media such as social networking, 
internet search, online gaming and content streaming. Internet 
platforms and the regulatory risks they currently face from content 
liability and data protection rules as we have discussed in the past 
(see Capital Market Outlook 4.9.2018: “Down But Not Out—
Regulatory Risks for the Technology Sector”) will now be contained 
within communication services instead of information technology, 
while all online retail will now be included in consumer discretionary. 

S&P and MSCI offered the following justification for the creation 
of the new communication services sector in their November 
2017 announcement: “The internet began as a technological 
approach to sharing information; it has become the way many 
businesses operate. Cable companies are combining with telecom 
companies, creating their own media content and delivering it 
to consumers. The lines among media, communications, and 
content are blurred. It is time to acknowledge this convergence 
and the overlapping services these companies provide. The 
Communication Services Sector addresses this progression.” 
And on the decision to move all online retailing companies to 
consumer discretionary, they stated that “the universal nature of 
the internet has led to it being integrated in almost all aspects of 
communication and business transactions. Online market places 
and e-commerce companies are slowly and surely increasing 
their share of the overall retail segment and should be classified 
under Internet Retail to align with the underlying business.” In 
our view, both cases reflect not only the tightening links between 
technology, media and telecommunication services, but also 
the long-term expansion of the global internet economy. Digital 
media and digital commerce are becoming central modes of 
entertainment, communication and consumer spending rather 
than being distinct from mainstream economic activity as part of 
a separate technology sector, and we see the index changes as 
further confirmation of this trend. 

THE WEIGHTING GAME

Looking ahead to the September composition changes, the most 
significant moves in market weight terms will come from the 
shift in holdings from technology and consumer discretionary 
to the new communication services sector. Under the revised 
classification system, and based on current constituent market 

capitalizations, communication services will become the 
fourth-largest S&P and MSCI sector at 10% of the index after 
technology, health care and financials (telecommunications is 
the smallest sector today at just 2% in its current stand-alone 
form). Information technology will fall from 26% to 21% as it 
loses the large silicon valley internet companies and three video 
game developers, but it will remain the largest sector overall. And 
consumer discretionary will fall from 13% to 10% as it sheds the 
large media conglomerates and streaming service Netflix, leaving 
it equal in weighting with communication services (Exhibit 3). 

Exhibit 3: GICS Sector Weighting Changes.
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Based again on current market capitalizations and assuming no 
further adjustments,1 the new sector will be a roughly 80/20 
split between cyclical and growth-oriented constituents versus 
more defensive holdings. On the cyclical/growth side, interactive 
media and services will be by far the largest industry at just under 
50% of the sector (Exhibit 4). Here Facebook and Alphabet will 
account for virtually all of the industry weight. Under the movies 
and entertainment sub-industry, video content producers and 
streaming services will make up just over 15% of the sector, 
of which Netflix alone will account for around 40%. Traditional 
media advertising, cable and satellite, broadcasting and publishing 
will hold a 13% weight in the new sector. And gaming will be 
just under 5% within the interactive home entertainment sub-
industry. On the defensive side, the telecommunications networks 
will account for roughly 20% of the new sector. The addition of 
these content, media and internet segments from technology 
and consumer discretionary will give communication services a 
higher valuation level and lower dividend yield than the existing 
telecommunications sector, leaving utilities alone as the main 
bond proxy within the U.S. market. 
1 The January press release from S&P and MSCI that followed last year’s initial 

announcement stated that further modifications could potentially be made in 
updates scheduled for early August and early September. 

https://olui2.fs.ml.com/Publish/Content/application/pdf/GWMOL/CIO_CMO_MLWM_04-09-2018.pdf
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Exhibit 4: New Communication Services Sector Weightings.
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Though the information technology sector will lose a number of 
large individual holdings in internet services and online retail, it 

remains one of our favored growth sectors given its links to major 
long-term investment trends such as automation, cloud computing 
and cybersecurity. We also continue to favor its exposure to 
enabling hardware such as semiconductors and other electronic 
components. In the nearer term, however, companies moving 
across groups may experience more volatility as sector funds that 
track GICS indexes adjust to the new compositions. With more 
assets in technology and consumer discretionary sector funds 
than in telecommunications sector funds, one potential near-term 
outcome could be net selling pressure on holdings that shift from 
the former to the latter, as well as potentially more net buying 
of the remaining technology and discretionary constituents as 
proceeds are reinvested. In addition, we see long-term positives for 
the communication services sector due to its large exposure to new 
media categories such as video streaming, online gaming and social 
networks. And traditional media and telecommunications could also 
benefit if investor preference for digital media exposure directs 
more flows into sector funds indexed to communication services.

GLOBAL MARKET VIEW (Continued)

FROM RIGS TO RICHES: THE U.S. AS AN ENERGY 
SUPERPOWER

Lauren J. Sanfilippo, Vice President and Market Strategy Analyst 

U.S. oil production hit a milestone in July: For the first time in 
history, U.S. crude oil production reached 11 million barrels 
per day (bpd). Production has more than doubled since 2012, 
a reflection of the ongoing boom in U.S. shale production 
and the surge in oil rig productivity. While some 330 U.S. oil 
rigs have been brought on line since the beginning of 2017, 
the U.S. oil rig count, based on the latest figures, stands 
53% below its 2014 peak. Output has continued to rise, 
however, thanks to new-generation rig efficiencies reflected in 
advancements in well types, completion techniques and drilling 
methods—meaning less is more for the oil patch. The upshot: 
higher overall oil production given a subdued drilling rate of 
active rigs. Nothing better encapsulates the technology-driven, 
entrepreneurial-risking DNA of the U.S. private sector.

Reflecting America’s energy renaissance, the U.S. has emerged 
as a swing producer and mainstay in the energy markets, with 
production levels this year equivalent to the super majors—
Russia and Saudi Arabia. More specifically, Texas, if it were 
a sovereign nation, would be one of the world’s largest oil 
producer. Over the past decade, soaring U.S. production has 
been key in offsetting declining output levels in the Middle East 
and South America. The U.S. still depends on imports: Energy 
imports account for 19% of total U.S. petroleum consumption, 
although, the lowest percentage since 1967.

Exhibit 5: Just Keep Drilling: Rig Count vs. Production.
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Near-term, some of the world’s largest oilfield service operators 
have reported improving land and offshore operations, as well as 
rising growth projects for exploration and production, in addition 
to expanding capital spending for the back half of this year. 
Higher oil prices—global oil prices averaged $74 per barrel in 
June 2018—are supportive of the agreeable climate for rising 
investment levels. Longer-term, we believe prices are likely 
to remain around the BofA Merrill Lynch Global Research $63 
per barrel forecast or slightly higher; that said, against a fluid 
backdrop in the Middle East, prices could climb higher, at least 
over the near term. The offsetting cushion is the emergence of 
the U.S. as an energy superpower. 

THOUGHT OF THE WEEK 



Capital Market Outlook 6

Asset Class Weightings (as of 7/11/18)

Negative Neutral Positive

Global Equities

U.S. Large Cap Growth

U.S. Large Cap Value

U.S. Small Cap Growth

U.S. Small Cap Value

International Developed

Emerging Markets

Global Fixed Income

U.S. Governments

U.S. Mortgages

U.S. Corporates

High Yield

U.S. IG Tax Exempt

U.S. HY Tax Exempt

International Fixed Income

Alternative Investments* see CIO Asset Class Views

Hedge Funds

Private Equity

Real Assets

Cash We are neutral

*  Many products that pursue Alternative Investment strategies, 
specifically Private Equity and Hedge Funds, are available only to 
pre-qualified clients.

Economic and Market Forecasts (as of 7/27/18)
Q4 2017A Q1 2018A Q2 2018A Q3 2018E 2016A 2017A 2018E

Real global GDP  
(% y/y annualized) - - - - 3.1 3.8 3.9

Real U.S. GDP  
(% q/q annualized) 2.3 2.2 4.1 3.2 1.6 2.2 3.0

CPI inflation (% y/y) 2.1 2.3 2.6 2.6 1.3 2.1 2.5

Core CPI inflation  
(% y/y) 1.7 1.9 2.2 2.3 2.2 1.8 2.2

Unemployment rate(%) 4.1 4.1 3.9 3.8 4.9 4.4 3.9

Fed funds rate,  
end period (%) 1.38 1.63 1.88 2.13 0.63 1.38 2.38

10-year Treasury,  
end period (%) 2.41 2.74 2.86 3.15 2.44 2.41 3.25

S&P 500, end period 2674 2641 2718 - 2239 2674 3000

S&P earnings ($/share) 34 37 40* 40 118 132 159

U.S. dollar/euro,  
end period 1.20 1.23 1.17 1.12 1.05 1.20 1.14

Japanese yen/U.S. dollar, 
end period 113 106 111 116 117 113 112

Oil ($/barrel),  
end period 60 65 74 62 54 60 63

Figures represent economic and market data and forecasts provided by BofA Merrill Lynch Global Research.
Past performance is no guarantee of future results. There can be no assurance that the forecasts will 
be achieved.
A=Actual
E=Estimate
* Estimate for Q2 2018
Sources: BofA Merrill Lynch Global Research; Global Wealth & Investment Management Investment Strategy 
Committee.

S&P 500 Sector Returns (For the week ending 7/27/18)
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Fixed Income1 

Total Return in USD (%)
Yield (%) WTD MTD YTD

Corporate & Government 3.30 -0.1 0.0 -1.9

Treasury Bills 2.02 0.0 0.1 0.9

Treasury Notes and Bonds 2.83 -0.3 -0.5 -1.5

Agencies 2.89 -0.2 -0.2 -0.7

Municipals 2.66 -0.2 0.2 0.0

U.S. Investment Grade 3.36 -0.2 0.0 -1.6

International 4.00 0.2 0.7 -2.6

High Yield 6.34 0.3 0.9 1.1

Commodities & Currencies
Total Return in USD (%)

Level WTD MTD YTD
Bloomberg Commodity 174.93 1.4 -2.8 -2.8

WTI Crude $/Barrel2 68.69 -2.5 -7.4 13.7

Gold Spot $/Ounce2 1,223.26 -0.7 -2.4 -6.1

Level Current
Prior  

Week End
Prior 

Month End
2017 

Year End
EUR/USD 1.17 1.17 1.17 1.20

USD/JPY 111.05 111.41 110.76 112.69

Equities
Total Return in USD (%)

Level WTD MTD YTD
DJIA 25,451.06 1.6 5.0 4.2

NASDAQ 7,737.42 -1.1 3.1 12.7

S&P 500 2,818.82 0.6 3.8 6.6

S&P 400 Mid Cap 1,975.22 -1.1 1.3 4.8

Russell 2000 1,663.34 -2.0 1.3 9.0

MSCI World 2,156.11 0.8 3.3 3.7

MSCI EAFE 2,011.48 1.3 2.7 -0.1

MSCI Emerging Mkts 1,092.36 2.1 2.6 -4.2

MARKETS IN REVIEW

Source: Bloomberg, Factset. 1 Bloomberg Barclays Indices. 2 Spot price returns. All data as of the 7/27/18 close. Past performance is no guarantee of future results.
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suitable for all investors. Always consult with your independent attorney, tax advisor, investment manager, and insurance agent for final recommendations and before changing or 
implementing any financial, tax, or estate planning strategy. 
Investments in tangible assets are highly volatile and are speculative. There are special risks associated with an investment in commodities, including market price fluctuations, 
regulatory changes, interest rate changes, credit risk, economic changes, and the impact of adverse political or financial factors.
Alternative Investments such as private equity funds, can result in higher return potential but also higher loss potential. Changes in economic conditions or other circumstances may 
adversely affect your investments. Before you invest in alternative investments, you should consider your overall financial situation, how much money you have to invest, your need 
for liquidity, and your tolerance for risk.
Neither Merrill Lynch, U.S. Trust nor any of their affiliates or advisors provide legal, tax or accounting advice. You should consult your legal and/or tax advisors before 
making any financial decisions. 
The investments discussed have varying degrees of risk. Some of the risks involved with equities include the possibility that the value of the stocks may fluctuate in 
response to events specific to the companies or markets, as well as economic, political or social events in the U.S. or abroad. Bonds are subject to interest rate, inflation and 
credit risks. Investments in high-yield bonds may be subject to greater market fluctuations and risk of loss of income and principal than securities in higher rated categories. 
Investments in foreign securities involve special risks, including foreign currency risk and the possibility of substantial volatility due to adverse political, economic or 
other developments. These risks are magnified for investments made in emerging markets. Investments in a certain industry or sector may pose additional risk due to 
lack of diversification and sector concentration. Investments in real estate securities can be subject to fluctuations in the value of the underlying properties, the effect of 
economic conditions on real estate values, changes in interest rates, and risk related to renting properties, such as rental defaults. There are special risks associated with an 
investment in commodities, including market price fluctuations, regulatory changes, interest rate changes, credit risk, economic changes and the impact of adverse political 
or financial factors. Income from investing in municipal bonds is generally exempt from federal and state taxes for residents of the issuing state. While the interest income is 
tax exempt, any capital gains distributed are taxable to the investor. Income for some investors may be subject to the federal alternative minimum tax (AMT).
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INDEX DEFINITIONS
Securities indexes assume reinvestment of all distributions and interest payments. Indexes are unmanaged and do not take into account fees or expenses. It is not 
possible to invest directly in an index.
Indexes are all based in dollars.
Dow Jones Industrial Average is a price-weighted measure of 30 U.S. blue-chip U.S. companies. The index covers all industries except transportation and utilities.
NASDAQ Composite Index is a broad-based capitalization-weighted index of stocks in all three NASDAQ tiers: Global Select, Global Market and Capital Market. The index was 
developed with a base level of 100 as of February 5, 1971.
S&P 400 Mid Cap Index is representative of 400 stocks in the mid-range sector of the domestic stock market, representing all major industries.
S&P 500 Index includes a representative sample of 500 leading companies in leading industries of the U.S. economy. Although the index focuses on the large-cap segment of the 
market, with approximately 75% coverage of U.S. equities, it is also an ideal proxy for the total market.
S&P Small Cap 600 measures the small-cap segment of the U.S. equity market. The index is designed to track companies that meet specific inclusion criteria to ensure that they are 
liquid and financially viable.
MSCI EAFE (Europe, Australasia, and Far East) Index comprises 21 MSCI country indices, representing the Developed Markets outside of North America.
MSCI Emerging Markets Index captures large and mid cap representation across 23 Emerging Markets (EM) countries. With 832 constituents, the index covers approximately 85% 
of the free float-adjusted market capitalization in each country. 
MSCI World Index is a broad global equity benchmark that represents large and mid-cap equity performance across 23 developed markets countries. It covers approximately 85% of 
the free float-adjusted market capitalization in each country and does not offer exposure to emerging markets.
S&P Banks Select Industry Index: S&P Select Industry Indices are designed to measure the performance of narrow GICS® sub-industries. The Index comprises stocks in the S&P 
Total Market Index that are classified in the GICS asset management & custody banks, diversified banks, regional banks, other diversified financial services and thrifts & mortgage 
finance sub-industries.
Conference Board’s Composite index: The Composite Index of Leading Indicators, otherwise known as the Leading Economic Index (LEI), is an index published monthly by The 
Conference Board.The index is composed of 10 economic components whose changes tend to precede changes in the overall economy.
Global Industry Classification Standard (GICS) index: In 1999, MSCI and S&P Global developed the Global Industry Classification Standard (GICS), seeking to offer an efficient 
investment tool to capture the breadth, depth and evolution of industry sectors. GICS is a four-tiered, hierarchical industry classification system. 


