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QUOTE OF THE WEEK 

“Don’t grieve. Anything you lose comes around in another form.” 

- Rumi 

Stock investors may have largely moved on from day to 

day concerns about a pending recession, but important 

parts of the bond market are still signaling a downturn is 

coming. For instance, the 1 to 5-year spread in Treasur-

ies inverted at then end of December, and despite the 

Fed making a big policy u-turn, has remained inverted 

ever since. The spread is currently minus 7 basis points. 

It is important to remember that the entire yield curve 

does not invert at once, it happens in stages, and this 

particular measure has proven to be a good recession 

indicator in the past. 

Click here to read more.  

Treasury yields slightly lower amid reports of US-China trade 
progress 

U.S. government debt prices were marginally higher Monday 

amid reports of improving progress in trade negotiations with 

China. 

The yield on the benchmark 10-year Treasury note sank 
slightly to around 2.748 percent, while the yield on the 30-
year Treasury bond slipped to 3.114 percent. Bond yields 
move inversely to prices. 

 

Investor focus was mostly attuned to global trade develop-
ments Monday, after a Wall Street Journal report overnight 
said that the U.S. and China were closing in on a deal. 

The paper reported Sunday that China had offered to lower 
tariffs on U.S. farm, chemical and auto products as part of a 
trade agreement, while the U.S. was considering removing 
most, if not all, duties imposed on Chinese products last year. 

Click here to read more. 

The Yield Curve is Shouting “Recession”  
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Term of the Week:  

Paper Dealer  
A paper dealer is a market maker that buys and sells extremely short-term corporate bonds called commercial paper. A paper dealer 
is typically a large financial firm that has the capital and level of sophistication necessary to distribute commercial paper to investors 
on behalf of borrowing corporations and to make a market in commercial paper, setting prices at which it is willing to buy and sell.  

 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 March 1, 2019. In a truly diversified portfolio, the portfolio’s total return is deter-
mined 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 9.25% year to date. 

Taking a comprehensive look at the overall current stock market 

Data Source: Investors FastTrack, Yahoo Finance, Investopedia 
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Index Last Week One Month  Year-to-Date 

  Close % Change % Change % Change 

Dow Jones Industrial Average Index 26,037.61 0.07% 4.21% 12.10% 

S&P 500 Index 2,803.86 0.46% 3.82% 12.26% 

Nasdaq Composite Index 7,594.67 0.93% 4.72% 14.69% 

60/40 Portfolio (BAGPX) 12.36 -0.32% 2.06% 7.57% 

US Aggregate Bond Index 2,063.07 -0.39% 0.01% 1.20% 

20+ Year Treasury Bond (TLT) 118.66 -2.39% 1.94% -2.35% 

MSCI EAFE (EFA)  64.62 0.78% 3.03% 9.94% 

MSCI Emerging Markets (EEM)  42.49 -1.28% 0.63% 8.78% 

France CAC Index (EWQ)  29.58 1.79% 4.71% 13.90% 

Germany DAX Index (EWG) 27.60 2.11% 2.95% 8.88% 

Italy Borsa Index (EWI) 27.32 2.71% 5.24% 12.85% 

London FTSE (EWU)  32.63 0.52% 3.26% 11.18% 



WEEKLY MARKET SUMMARY 

Global Equities: Equities ended the week mixed, with the S&P 
500 Index and the Nasdaq Composite Index slightly higher and 
the Dow Jones Industrial Average slightly negative, as bears 
attempted and failed mid-week to breach support of a rising 
trend. US Federal Reserve (Fed) Board Chairman Jerome Pow-
ell testified before congress, re-iterating the ability and willing-
ness to be patient in raising rates while monitoring the global 
economy which appears to be diverging with US GDP beating 
expectations and continued dismal data abroad. Developed 
International stocks had performance commensurate with US 
equities, with the iShares MSCI EAFE Index Fund ETF (EFA) 
gaining .78%. Emerging Markets slumped, as the iShares MSCI 
Emerging Market Index ETF (EEM) dipped -1.3% for the week.  

Fixed Income: The yield on the 10-year US Treasury Note rose 
sharply to nearly 2.76% after a release of better-than-expected 
4th quarter (Q4) GDP and a pop in high grade corporate debt 
issuance. Bloomberg reported that February issuance of high 
grade corporate bonds was nearly 30% higher than in the same 
month of 2018. This move had a steepening effect on the yield 
curve, with the 10-year over the 2-year Treasury (10-2 spread) 
yield spread moving from .15% to .21% by the end of the 
week. High yield bond spreads narrowed again, as the iShares 
IBoxx High Yield Corporate Bond ETF (HYG) had another posi-
tive week despite Moody’s year-to-date credit downgrades to 
upgrades being nearly 2-1. Lipper reported another week of 
net inflows into high yield funds of $698 million for the week 
ended 2/27.  

Commodities: For the second week in a row, the Energy Infor-
mation Administration (EIA) reported record-breaking produc-
tion by the US for the week ended February 22nd despite a fall-

ing rig count by Baker Hughes. This time, however, oil prices 
slipped after a volatile week fed by trade deal optimism and 
weakness in US manufacturing demand. The West Texas Inter-
mediate (WTI) benchmark dropped -2.5% to $55.75 per barrel, 
while the International Brent crude benchmark dropped -3% to 
close near $64.93 per barrel. Natural gas prices rose over 5% 
despite nearing the end of the heating season to $2.85/
MMBtu.  

WEEKLY ECONOMIC SUMMARY 

Gross Domestic Product (GDP): The preliminary estimate for 
Q4 US Real GDP was released on Thursday with an upside sur-
prise annualized quarter-on-quarter (QoQ) growth rate of 
2.6%, closing out a positive year for economic growth of 2.9% 
for 2018. The quarter was highlighted by growth in consumer 
spending, particularly on services, and business invest-
ment. The momentum is not expected to continue into 2019 
thanks to base effects, the government shutdown, and a wear-
ing-off of the tax cut boost, with falling GDP growth expecta-
tions including the Atlanta Fed’s GDPNow to just 0.3% for Q1 
2019.  

Personal Income & Outlays: Personal income increased by 1% 
for December, outside the high end of the consensus range 
of .2%-.5%, according to the Bureau of Economic Analysis 
(BEA). Consumer spending slipped lower than expected, falling 
-.5% month-on-month (MoM). Personal Consumption Expendi-
tures (PCE), a measure of inflation, was in line with consensus 
on both the MoM and year-on-year (YoY) measures of .1% and 
1.7%, respectively. Core PCE, the favorite measure of inflation 
for the Federal Reserve (Fed), which excludes food & energy, 
was also in line with the consensus estimate and near the Fed’s 
target of 2%, at 1.9% YoY.  

Q4 Earnings Season: There were a flurry of retail earnings an-
nouncements during the week that were positively perceived 
by markets, but for wildly different reasons. T.J. Maxx (TJX), the 
off-price apparel retailer surprised with better-than-expected 
fiscal 4th quarter same store sales, while boosting its dividend 
and plans to repurchase its own shares. Conversely, after re-
porting plummeting same store sales, shares of struggling re-
tailer J.C. Penney (JCP) rose over 20% after announcing plans 
to shutter 18 additional department stores and 9 of its home & 
furniture locations in 2019. Gap Inc. (GPS) also impressed with 
its plans to re-organize its operations and split into two differ-
ent companies, with its growing Old Navy brand splitting out 
from a yet-to-be-named company that will include, among oth-
ers, the Gap and Banana Republic brands.  

Other Managers 

HIM #9 —   100% fund            

HIM #22 —  100% fund 

HIM #25—  100% fund  

 

HIM #8 — 100% trust 

HIM #26 — 32.5% Money Market/30% VP   

  Bull/25% S&P/12.5% Nasdaq 

Dow Jones  -  Week Ending 
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Data Source: Hanlon Investment Management 



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:  
After several failures to break-out above 97, the path of least resistance appears to be down due to optimism regarding a 
trade/currency deal with China, despite Thursday’s upside surprise for US 4th quarter GDP. Should the dollar trend down, 
this should support a continued rally in emerging market stocks and bonds, who rely on US dollar financing to fuel economic 
growth. Hanlon maintains emerging market equity and bond positions in most Hanlon Strategic, All-Weather, and Tactical 
Models.  
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