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Hello Everyone!!! We have officially entered spring 2018 and our 
markets are full of volatility. You may have noticed that the markets have 
seen some dramatic daily moves over the past 3 months, as increased 
volatility has finally arrived.  

 
Our article this quarter focuses on the descriptions of sectors as defined 

by Morningstar®. Understanding these basic descriptions will aid you in 
selecting an appropriate investment for your account and will help you to 
better understand the rebalancing process that you and your funds 
management should be following. The sectors described below in many 
cases will represent an investments primary goals and investment 
objectives. 
 
Super Sectors 
 
Cyclical: The cyclical super sector includes industries significantly 
impacted by economic shifts. When the economy is prosperous these 
industries tend to expand and when the economy is in a downturn these 
industries tend to shrink.  
Defensive: The defensive super sector includes industries that are 
relatively immune to economic cycles. These industries provide services 
that consumers require in both good and bad times, such as healthcare and 
utilities.  
Sensitive: The sensitive super sector includes industries which ebb and 
flow with the overall economy, but not severely so. Sensitive industries 
fall between the defensive and cyclical industries as they are not immune 
to a poor economy but they also may not be as severely impacted by a poor 
economy as industries in the cyclical super sector.  
 
Sub-Sectors 
 
Basic Materials: Companies that manufacture chemicals, building 
materials and paper products. This sector also includes companies engaged 
in commodities exploration and processing. Companies in this sector 
include ArcelorMittal, BHP Billiton and Rio Tinto.  
 
Communication: Services Companies that provide communication 
services using fixed-line networks or those that provide wireless access 
and services. This sector also includes companies that provide internet 
services such as access, navigation and internet related software and 
services. Companies in this sector include AT&T, France Telecom and 
Verizon Communications.  
 
Consumer Cyclical: This sector includes retail stores, auto and auto parts 
manufacturers, companies engaged in residential construction, lodging 
facilities, restaurants and entertainment companies. Companies in this 
sector include Ford Motor Company, McDonald’s and News Corporation.  
 
Consumer Defensive: Companies engaged in the manufacturing of food, 
beverages, household and personal products, packaging, or tobacco. Also 
includes companies that provide services such as education & training 

services. Companies in this sector include Philip Morris International, 
Procter & Gamble and Wal-Mart Stores.  
 
Energy: Companies that produce or refine oil and gas, oil field services 
and equipment companies, and pipeline operators. Companies in this 
sector include BP, ExxonMobil and Royal Dutch Shell. 
 
Financial Services: Companies that provide financial services which 
includes banks, savings and loans, asset management companies, credit 
services, investment brokerage firms, and insurance companies. 
Companies in this sector include Allianz, J.P. Morgan Chase and Legg 
Mason.  
 
Healthcare: This sector includes biotechnology, pharmaceuticals, 
research services, home healthcare, hospitals, long-term care facilities, and 
medical equipment and supplies. Companies in this sector include Astra 
Zeneca, Pfizer and Roche Holding.  
 
Industrials: Companies that manufacture machinery, hand-held tools and 
industrial products. This sector also includes aerospace and defense firms 
as well as companied engaged in transportations and logistic services. 
Companies in this sector include 3M, Boeing and Siemens.  
 
Real Estate: This sector includes mortgage companies, property 
management companies and REITs. Companies in this sector include 
Kimco Realty Corporation, Vornado Realty Trust and Westfield Group.  
 
Technology: Companies engaged in the design, development, and support 
of computer operating systems and applications. This sector also includes 
companies that provide computer technology consulting services. Also 
includes companies engaged in the manufacturing of computer equipment, 
data storage products, networking products, semi-conductors, and 
components. Companies in this sector include Apple, Google and 
Microsoft.  
 
Utilities: Electric, gas, and water utilities. Companies in this sector include 
Electricité de France, Exelon and PG&E Corporation. 
 

Maintaining the appropriate exposure to each sector requires 
occasional rebalancing. Rebalancing among sectors will pull gains from 
performing investments and reallocate to underperforming investments. 
Your rebalancing instructions, if you have elected to enact them, are 
usually between investments (Inter-fund). These typically occur at regular 
intervals or when tolerances have been met (rebalancing tools will differ 
among platforms). When management of your investment funds internally 
rebalance between sectors (Intra-Fund) individual stocks, fixed income, or 
other funds that they hold in their lineup will be exchanged. Their trading 
indicators can be driven by rules, adherences to underlying index 
composition, or tactical decisions by the funds management.  

 
Feel free to contact us regarding your plans investments and 

rebalancing options, as we are here to help you navigate your qualified 
plan and any personal investment planning you may be facing.  
Source:http://corporate.morningstar.com/us/documents/methodologydocuments/metho
dologypapers/equityclassmethodology.pdf 
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Did you know????? 

Your distributions from a 401k plan have many different applicable tax ramifications. With regard to pre-tax/traditional assets, your 
distributions will always face at least your normal income tax liability for the year in which the distribution occurs. There is also an 
additional 10% penalty for distributions which occur prior to age 59 ½. HOWEVER, within 401k’s, if you leave your job after age 
55 and DO NOT roll the assets over to an individual retirement account or another employers plan, distributions that you begin 
taking will avoid the 10% penalty. Once the assets are rolled over to an individual retirement account or another employers plan, 
distributions before age 59 ½ would be subject to the 10% early withdrawal penalty.   
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