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QUOTE OF THE WEEK 

“Our deeds determine us, as much as we determine our deeds.”  

- George Eliot   
 

Markets drop on fear over interest rates; 10-year yield hits its 
highest level since 2011 

Stocks fell sharply on Thursday as interest rates hit new multi-
year highs, dampening investor sentiment. 

The Dow Jones Industrial Average dropped 201 points as Nike 
and Home Depot lagged. The 30-stock index dropped 356 
points at its lows of the day and posted its worst decline since 
Aug. 10. 

The S&P 500 declined 0.8 percent with communications and 
tech both sliding more than 1.5 percent. The Nasdaq Composite 
dropped 1.8 percent as Facebook, Netflix and Alphabet all 
dropped more than 2 percent. 

The benchmark 10-year Treasury note yield reached its highest 
level since 2011, breaking above 3.2 percent. 

"The level of the rates does not concern us," said Steve Chiava-
rone, portfolio manager at Federated Investors. "That said, 
moving more than 10 basis points in two days is a different sto-
ry. Pace matters and it bears watching." 

"When you move at this pace in a short amount of time, it's 
natural for the market to take a breather," Chiavarone said.  

Click here to read more.  

S&P 500 posts worst week in nearly a month as Treasury yield 
rates pop 
Stocks fell on Friday after the release of mixed employment data 
jolted interest rates higher. 

The S&P 500 closed 0.6 percent lower at 2,885.57 as the tech sec-

tor underperformed. The broad index also fell nearly 1 percent this 
week, posting its worst weekly performance since the week of 
Sept. 7. 

The Dow Jones Industrial Average dropped 180.43 points to 
26,447.05 as Intel and Caterpillar lagged. It also notched its second 
straight weekly decline. 

The Nasdaq Composite pulled back 1.2 percent to 7,788.45 as Ama-
zon, Apple, Netflix and Alphabet all traded lower. For the week, the 
tech-heavy index fell 3.2 percent, its biggest weekly drop since the 
week of March 23. It dropped 6.5 percent that week. 

At its lows of the day, the Dow fell as much as 325.67 points. The 
S&P 500 broke below its 50-day moving average for the first time 
since July 5 before snapping back above the closely watched tech-
nical level. The Nasdaq fell as much as 2.1 percent on Friday. 

Click here to read more.  
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Term of the Week:  

Yield Curve  

A yield curve is a line that plots the interest rates, at a set point in time, of bonds having equal credit quality 
but differing maturity dates. The most frequently reported yield curve compares the three-month, two-year, 

five-year and 30-year U.S. Treasury debt. This yield curve is used as a benchmark for other debt in the market, 
such as mortgage rates or bank lending rates, and it is used to predict changes in economic output and growth. 

 

Taking a comprehensive look at the overall current stock market, you can see the chart below representing eight major in-
dices and their returns through the week ending October 1, 2018.  In a truly diversified portfolio, the portfolio’s total return 
is determined 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 6 indices to get a better 
overall picture of the market.  The combined average of all 6 indices is  3.53% year to date. 

Taking a comprehensive look at the overall current stock market 

Data Source: Investors FastTrack, Yahoo Finance, Investopedia 
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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-
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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. 

Index Last Week One Month  Year-to-Date 

  Close % Change % Change % Change 

S&P 500 Index 2885.57 -0.95% 0.05% 9.52% 

Dow Jones Industrial Average Index 26455.53 0.00% 1.92% 8.83% 

Nasdaq Composite Index 7785.91 -3.18% -2.50% 13.74% 

60/40 Portfolio (BAGPX) 13.37 -0.97% -0.37% 2.14% 

US Aggregate Bond Index 1994.67 0.95% -1.31% -2.53% 

20+ Year Treasury Bond (TLT) 113.04 3.74% -5.57% -10.53% 

https://www.investopedia.com/terms/m/maturitydate.asp
https://www.investopedia.com/terms/u/ustreasury.asp


 

WEEKLY MARKET SUMMARY 

Global Equities:  Volatility returned mid-week when exceptionally 
strong US economic data led to an abrupt spike in interest 
rates.  Equities outside the most interest rate sensitive sectors 
weren't immediately disturbed by the bond sell-off, as the Dow 
Jones Industrial Average was at all-time highs and financial stocks 
were bid up thanks to increasing net interest margins. Hawkish 
comments during an interview with Federal Reserve Chair Jerome 
Powell combined with the data to precipitate a sell-off with stocks 
struggling to hold technical support levels, as the Nasdaq Compo-
site ended the week down over -3%, and the S&P 500 Index down 
around -1%.  Utility stocks reversed course during the sell-off with 
their defensive nature overcoming their interest rate sensitivity, as 
the SPDR Select Utilities ETF (XLU) joined the SPDR Select Energy 
ETF (XLE) to lead all sectors, up 1.9% for the week.  The new Com-
munications Services and the Consumer Discretionary were the 
clear laggards on the week.  Emerging Market (EM) equities re-
ceived the brunt of the force from the interest rate jump, as fears 
of a US dollar shortage caused the iShares MSCI EM Index Fund 
ETF (EEM) to fall nearly -4.8%.  

Fixed Income:  A week removed from the predicted interest rate 
hike from the Federal Reserve saw the yield on the 10 Year US 
Treasury Bond jump from 3.07% on Wednesday morning, to a high 
above 3.24% on Friday afternoon.  It was an incredibly significant 
jump and a technical breakout above the prior highs in May, to 
levels not seen since 2011.  Bonds of all maturities were sold, 
though the sell-off was more pronounced at longer maturities as 
the yield curve steepened.  For example, the 10 year versus 2 year 
Treasury yield spread widened from .24% to .35%, the largest 
spread between the two since June.  High yield bond spreads nar-

rowed to post-recession lows before widening at the end of the 
week. 

Commodities:  Oil prices rose for the 4th consecutive week with 
market participants skeptical of producers' ability to make up for 
the loss of Iranian production.  With prices at levels not seen since 
2014, risks are rising that consumers may start to feel the pinch. 
Both major oil benchmarks ended the week higher, with the Amer-
ican West Texas Intermediate (WTI) up over 1.1% to $74.36 per 
barrel and the International Brent crude benchmark gaining over 
1.7% to near $84.14 per barrel.  Natural gas prices also continued 
higher, closing out the week at $3.15/MMBtu. 

 

WEEKLY ECONOMIC SUMMARY 

ISM Non-Manufacturing Survey:  The Institute for Supply Man-
agement (ISM) released the results of its monthly survey based on 
respondents from the non-manufacturing sector that was the 
highest ever recorded since the index was established, at 
61.6.  The upside surprise from the consensus estimate of 58 was 
fueled from record high employment, but had very strong readings 
from business activity, new orders, and lengthening delivery 
times.  Rising backlogs, inventories, and input costs were also con-
sistent with acceleration beyond long run capacity which likely 
caused this report to kickstart the breakout in interest rates. 

Employment Situation:  The Bureau of Labor Statistics Employ-
ment Situation report for the month of September indicated a less 
than expected increase of 134,000 non-farm payrolls.  The figure 
from August was revised higher, however, and lowered the unem-
ployment rate to a 49-year low of 3.7%.  Average hourly earnings 
came in at an expected .3% month-on-month increase, and slightly 
under consensus on a yearly basis, increasing at 2.8% versus an 
expected 2.9%.  The readings are consistent with a strengthening 
economy, likely keeping the Federal Reserve on track with the 
pace of interest rate increases. 

Construction Spending:  A month-on-month increase of .1% in 
construction spending for the month of August was below the 
consensus expectation of a .4% increase.  The weakness was due 
mainly to a -.7% decrease in headline residential spending, thanks 
to spending on single-family down -.7% and multi-family down -
1.7%.  This is disappointing with so many areas in desperate need 
of new residential supply.  The report did signal strong growth in 
government spending, with highway and streets up 1.7%, and 
educational spending up 1% for the month. 

. 

Other Managers 
 
HIM #12—  100% treasury bond  
HIM #9—   100% fund 
HIM #1—   85% fund 5% high yield fund 5% high yield  
  5% high yield fund  
HIM #21—  100% real estate mutual fund  
HIM #19—  50% real estate mutual fund /50% CASH 
HIM #23—  33.33% fund/ 33.33% fund/     
  33.34% fund 
HIM #22—  100% CASH  
 

 
HIM #25—   100% fund 
HIM #3—   14.3% fund/14.3%    
   fund/14.3% fund/14.3%   
   high yield/14.3% dividend/14.2%  
   utilities/14.3% CASH 
HIM #8—   100% trust 
HIM #20—   2% Cash 10% short term high yield  
   10% high yield 14% high yield corporate bond 
   15% ultra short bond 15% floating rate bond 
   17% high yield bond 17% high yield corporate 
   bond  
HIM #10—   99.84% equities (48)/.16% CASH 

Dow Jones  -  Week Ending 

Tactical Fixed Income Model Allocations 
10/1/2018 

Current Model Allocations 

Cash—45% Merging Market 

Bonds—5% 

Treasury Bond—10% 

Preferred Stock—4.00% Convertible Bonds —

10% 

Energy Limited      

Partnership—10% 

Exchange Traded                  

Fund —10%  

Exchange Traded 

Fund —10%  

Exchange Traded Fund 

—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 below shows the US 10-Year Treasury Yield breaking out to its highest level since 2011 on a slew of strong eco-
nomic news, including the ADP Employment and ISM Non-Manufacturing reports. The breakout is fairly decisive and carries potential 
major trend considerations as it appears we have a double bottom and have now broken above the resistance level slightly above 3%. 
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