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QUOTE OF THE WEEK 

"The stock market is filled with individuals who know the price of everything, but the value of nothing."  

 Phillip Fisher 

American consumers could lose faith in the economy if federal 
workers don’t go back to work soon, Moody’s Analytics chief econo-
mist Mark Zandi warned Friday. 

“If this drags on into February, March, then growth rates are going 
to fall to a place where unemployment will start to rise,” Zandi said 
in a CNBC interview. “That’s fodder for recession.” 

Shortly after Zandi’s appearance on “Squawk Box,” the University of 
Michigan said its preliminary reading on consumer sentiment for 
January showed a drop to its weakest level since Donald Trump won 
the presidency in 2016. 

Zandi said the economy was looking “wobbly” heading into the new 
year even before the start of the partial government shutdown, the 
longest on record, which on Friday entered Day 28. 

“If you go back a year ago, GDP growth was closer to 4 percent. 
That was all juiced up by the deficit-financed tax cuts,” he said. 
“Now we’re down to about 2 [percent.] And if the shutdown drags 
on we’ll probably go below 2 [percent.] And that’s a key threshold. 

”The economic drag from a shutdown lasting until the end of the 
first quarter could be as much as 0.5 percent, Zandi estimated, 
though he hopes President Donald Trump and Democrats can re-
solve their funding differences and send the 800,000 federal em-
ployees back to work. 

Click here to read more 

Gundlach’s warning on ‘ocean of debt’ adds to worries over corporate bonds 

After years of U.S. companies taking advantage of low interest rates 
to pile up cheap debt, Wall Street is beginning to take notice of a 
problem forming. 

Corporate debt outstanding ended 2018 at just over $9 trillion, a 64 
percent increase over a decade’s time, according to the Securities 
Industry and Financial Markets Association. The surge came as the 
Federal Reserve kept its benchmark interest rate anchored near 
zero and allowed companies to reward shareholders, do deals and 
invest in their own operations. 

However, credit quality is showing signs of weakening, with heavily 
indebted companies already feeling the pinch as the Fed raises rates 
gradually and global economic conditions start to weaken. 

The result has been a trickle of warnings from financial experts that 
the price tag for all that debt is coming due. 

Click here to read more 

The record government shutdown, if not resolved soon, could be 
‘fodder for recession’: Moody’s 

http://horterinvestment.com/
https://www.cnbc.com/2019/01/18/shutdown-if-not-resolved-soon-could-be-fodder-for-recession.html
https://www.cnbc.com/2019/01/14/gundlachs-warning-on-ocean-of-debt-adds-to-worries-over-corporate-bonds.html


Term of the Week:  

Tax-advantaged investment:  

An investment that offers some sort of tax advantage. Either you can claim a tax deduction when you make the invest-
ment (such as when you buy shares to hold in a 401k), or the money grows tax-free, as with a Roth account, 529 plan, or 

a Health Savings Account.  

 Taking a comprehensive look at the overall current stock market, you can see the chart below representing eight major indices 
and their returns through the week ending January 18, 2019. In a truly diversified portfolio, the portfolio’s total return is de-
termined by the performance of all of the individual positions in combination – not individually.   

So, understanding the combined overall performance of the indices below, simply average the 12 indices to get a better over-
all picture of the market.  The combined average of all 12 indices is  4.00% year to date. 

Taking a comprehensive look at the overall current stock market 

Data Source: Investors FastTrack, Yahoo Finance, Investopedia 

Past performance is not a guarantee of future results.  This Update is limited to the dissemination of general information pertaining to its investment advisory services and is 

not suitable for everyone.  The information contained herein should not be construed as personalized investment advice.  There is no guarantee that the views and opinions 

expressed in this newsletter will come to pass.  Investing in the stock and bond markets involves gains and losses and may not be suitable for all investors.  Information pre-

sented herein is subject to change without notice.  Horter has experienced periods of underperformance in the past and may also in the future.  The returns represented 

herein are total return inclusive of reinvesting all interest and dividends.  

The above equity, bond and cash weightings are targets and may not be the exact current weightings in any particular client account.  Specifically, there may be cases where 
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refer to your client accounts for more specifics or call your Horter Investment Management, LLC at (513) 984-9933. 

Investment advisory services offered through Horter Investment Management, LLC, a SEC-Registered Investment Advisor.   Horter Investment Management does not provide 

legal or tax advice.  Investment Advisor Representatives of Horter Investment Management may only conduct business with residents of the states and jurisdictions in which 

they are properly registered or exempt from registration requirements.  Insurance and annuity products are sold separately through Horter Financial Strategies, 

LLC. Securities transactions for Horter Investment Management clients are placed through TCA by E*TRADE, TD Ameritrade and Nationwide Advisory Solutions.  

For additional information about Horter Investment Management, LLC, including fees and services, send for our disclosure statement as set forth on Form ADV from Horter 

Investment Management, LLC using the contact information herein. Please read the disclosure statement carefully before you invest or send money. 



WEEKLY MARKET SUMMARY 

Global Equities: News came out Thursday that Treasury 
Secretary Mnuchin proposed the idea of lifting some or all 
the tariffs imposed on China as a tactic to advance trade 
talks, lifting the markets to finish the week higher. All 3 ma-
jor US indices posted gains as the Dow Jones Industrial 
Average edged out the S&P 500 and Nasdaq Composite 
finishing the week up 2.96% while the S&P 500 and 
Nasdaq Composite finished the week up 2.87% and 2.66%, 
respectively. Financials and the Select Sector Financial 
SPDR ETF (XLF) led the major S&P sectors, rising 6.12% 
on the week. International equities finished the week higher, 
with the International Developed iShares MSCI EAFE Index 
ETF (EFA) up 1.72% and Emerging Market equities repre-
sented by the iShares MSCI Emerging Market Index ETF 
(EEM) gaining 2.01%.  

Fixed Income: Reports that the US could ease trade tariffs 
against China on Thursday pushed yields higher as the 10-
year US Treasury Note finished the week at 2.78%. High 
yield bond spreads continue to move lower as the iShares 
iBoxx High Yield Corporate Bond ETF (HYG) gained 0.73% 
during the week. Lipper reported an inflow of $3.28B into 
high yield bond funds, for the week ending 1/16, making 
this the second straight week of inflows after the flight to 
cash at the end of 2018.  

Commodities: Oil prices continued to rise as the West 
Texas Intermediate (WTI) benchmark gained 4.4% for the 
week. Most of the gains came Friday on news that Beijing 
has put forward a plan to eliminate its trade surplus with the 
United States. This marks the third consecutive week of 
gains and a swift 17.8% increase in price since the end of  

2018. International benchmark Brent Crude finished the 
week up 3.3%, to close at $62.65. Natural gas prices fin-
ished the week higher, gaining over 8% to $3.42/MMBtu.  

WEEKLY ECONOMIC SUMMARY 

Philadelphia Fed Business Outlook Survey: The Phila-
delphia Federal Reserve released the business outlook re-
sults from the survey it conducts, which is a diffusion index 
of manufacturing conditions within its district. The Philadel-
phia Fed’s sample is reporting clear acceleration so far in 
the New Year. The general conditions index for January 
came in at 17.0 for a nearly 8-point gain, easily beating ex-
pectations with details showing a surge in new orders to 
21.3 and unfilled orders continuing to rise at 5.4. Shipments 
are steady at 11.4 with delivery times slowing sharply in an 
indication of renewed capacity stress. Employment did slow 
but remains solid at 9.6 while general 6-month optimism 
edged further higher for a second month in a row to a very 
favorable 31.2. Thursday’s Philadelphia Fed results con-
trast with Tuesday's Empire State report where the headline 
index fell to 3.9 for the lowest reading in nearly two years. 
Given that Philadelphia Fed's sample often reports greater 
strength than other regional reports, the verdict on the fac-
tory sector is still uncertain.  

Weekly Jobless Claims: Reported on Thursday initial 
jobless claims fell 3,000 for the week ending January 12th 
to 213,000, a level that is below the consensus for 221,000 
and below the low estimate for 219,000. There was a week-
ly increase of 5,694, to 10,454 claims filed by Federal em-
ployees. This level is up from 1,148 reported at the same 
time last year in a rise that very likely reflects furloughed 
workers from the government shutdown. This reading rose 
nearly 4,000 in the prior week to first indicate the impact, 
though still modest, from the government shutdown.  

University of Michigan Consumer Sentiment: In what 
is the first major economic indication of trouble tied to the 
government shutdown, the consumer sentiment index 
plunged to a 90.7 reading that is far below the consensus 
estimate of 97.0 and below the low estimate of 95.5. The 
expectations component fell nearly 9 points to 78.3 with 
current conditions also taking a hit, down more than 6 
points to 110.0. Inflation expectations proved steady, un-
changed at 2.7% for the year-ahead outlook which con-
trasts with Wednesday's -0.3% drop to 2.0% for the Atlanta 
Fed's business expectations measure. The 5-year outlook 
in the report is up 0.1% to 2.6%. The report cites other neg-
atives aside from the shutdown including the impact of tar-
iffs and instability in the financial markets.  

Other Managers 

HIM #12—  100% IJH-Ishares Core S&P Mid-Cap ETF                  

HIM #9—  100% fund 

HIM #1—  85% Fund /5% High yield fund/5% High yield fund//5% 
     High yield fund/  

HIM #29—  50% real estate mutual fund/ 25% Fund/ 25% Fund 

HIM #22—  100% fund 

 

 

HIM #25—  100% fund 

HIM #8—  100% QQQ 

HIM #26—  45% Money Market /30% VP Bull/25% S&P 

Dow Jones  -  Week Ending 

Tactical Fixed Income Model Allocations 
1/18/2019 

Current Model Allocations 

Cash—5% Exchange Traded 

Fund —5% 

Exchange Traded 

Fund  —5%  

Exchange Traded 

Fund  —10 % 

Treasury Bond —

5%  

Exchange Traded 

Fund —5% 

Exchange Traded 

Fund  —10%  

Exchange Traded 

Fund  —10% 

Exchange Traded 

Fund —2.5% 

Money Market—

37.5% 

  



In utilizing an approach that seeks to limit volatility, it is important 
to keep perspective of the activity in multiple asset classes. We seek 
to achieve superior risk-adjusted returns over a full market cycle to 
a traditional 60% equities / 40% bonds asset allocation. We do this 
by implementing global mandates of several tactical managers with-
in different risk buckets. For those investors who are unwilling to 
stomach anything more than minimal downside risk, our goal is to 
provide a satisfying return over a full market cycle compared to the 
Barclays Aggregate Bond Index. At Horter Investment Management 
we realize how confusing the financial markets can be. It is im-
portant to keep our clients up to date on what it all means, especial-
ly with how it relates to our private wealth managers and their mod-
els. We are now in year nine of the most recent bull market, one of 

the longest bull markets in U.S. history. At this late stage of the mar-
ket cycle, it is extremely common for hedged managers to underper-
form, as they are seeking to limit risk. While none of us know when 
a market correction will come, even though the movement and vol-
atility sure are starting to act like a correction, our managers have 
been hired based on our belief that they can accomplish a satisfying 
return over a full market cycle, -- while limiting risk in comparison to 
a traditional asset allocation approach. At Horter we continue to 
monitor all of the markets and how our managers are actively man-
aging their portfolios. We remind you there are opportunities to 
consider with all of our managers. Hopefully this recent market 
commentary is helpful and thanks for your continued trust and   
loyalty.  

Chart of the Week:  
The Chart of the Week shows the Financial Select Sector SPDR ETF (XLF). In the top panel we can see how the Finan-
cials have been rallying recently and had particularly strong days this past Wednesday and Thursday. Solid earnings 
reports from the likes of Bank of America (BAC) and Goldman Sachs (GS) helped to lift the sector higher, exceeding its 
50-day moving average. The lower panel shows the price of XLF relative the S&P 500 index, the rising line (black line 
highlighted by green arrow) shows XLF outpacing the S&P 500 and leading the market higher.  
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