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I hope this note finds you and your 

family doing well and enjoying the 

summertime sunshine! I love the 

summer for so many reasons but 

particularly I enjoy swimming, 

boating, fishing, barbequing, and 

most importantly, spending time 

with my family. I have two 

daughters, ages 11 and 13 now, 

who will be packing up for college 

before I know it. I am beginning to 

appreciate what so many of you 

have told me along the way: “time is 

our most precious resource.” So I 

hope you take some time this 

summer to soak in the sunshine and 

enjoy the time with your family and 

friends, but don’t forget the 

sunscreen! 

We started the year with a bang, 

only to be followed by a hollow thud.  

Year-to-date, most asset categories 

are relatively flat, with a few 

exceptions (table to the left has all 

of the figures). Large cap U.S. 

stocks are mostly higher with the 

S&P 500 up 2.65% and the Dow 

Jones Industrial down 1.81% 

(primarily because of GE stock, 

which we learned is being removed 

from the Dow). International stocks 

are down 0.96% to 2.82% (EAFE & 

EM). Even the bond market is 

experiencing struggles with the aggregate down 1.62% (Bond Agg). You can find your exposure 

to each of these asset classes on the report titled Client Position Summary by Account, top left 

under Asset Allocation.     

 

  
2018 Quarter 2 

Source: Ned Davis Research. Copyright Ned Davis Research, Inc. Further 

distribution prohibited without prior permission. All Rights Reserved. See 

NDR disclaimer at www.ndr.com/copyright.html. For Data vendor 

disclaimers refer to www.ndr.com/vendorinfo/. Legend: DJIA = Dow Jones 

Industrial Average; S&P 500 = S&P 500 Index; S&P 500 TR = S&P 500 

Index; NASDAQ = NASDAQ Composite; EAFE = MSCI EAFE Total Return 

Index (local currency); EM = MSCI Emerging Markets Total Return Index 

(local currency); T-Bills = Three-Month Treasury Bill Total Return Index; T-

Bonds = Barclays Long-Term Treasury Bond Total Return Index; Bond 

Agg = Barclays Aggregate Bond Total Return Index; S&P GSCU = S&P 

Goldman Sachs Commodity Index; Gold = Gold Perpetual Futures 

Contract; Dollar = U.S. Dollar Index 

file://///shc-srv2/junxuredata/Junxure/CompanyFiles/Quarterlies--1273/2017Q1/www.ndr.com/copyright.html
file://///shc-srv2/junxuredata/Junxure/CompanyFiles/Quarterlies--1273/2017Q1/www.ndr.com/vendorinfo/


Jamie A. Upson 

President & CEO, Stonehearth Capital Management 

 

 

WWW. S TO N E H E A R T H C A P I TA L . C OM  
199 ROSEWOOD DRIVE, SUITE 200  DANVERS, MA 01923  {978} 624-3000 

The U.S. stock market continues to look overvalued. As a result, we remain underweight 

compared to our normal allocation. We continue to overweight the international markets since 

their values appear to be more reasonable. We are also underweight the bond market since 

rates are likely to continue rising, compliments of the Federal Reserve. The silver lining with 

rising rates is that I am seeing savings rates at the banks now at, or exceeding 2.00% which has 

not happened in quite some time. Check out www.depositaccounts.com if you want to see what 

rates banks and credit unions are currently offering. Just be careful, because the highest rates 

usually require that you jump through a hoop, or two.   

Fear of a trade war has put a damper on the stock market’s upward trend. Wall Street hates 

uncertainty. Until we have clarity, the market will most likely continue to seesaw. Lots of people 

have opinions about how this will end, but the reality is that no one knows. For now, we will treat 

it as noise. Only if the noise starts impacting the data points (what we call “the facts”) that we 

watch will we make adjustments to the risk within your portfolio. 

Let’s take a look at some of the facts. In the second quarter, the U.S. economy grew at 2.9%.  

The global economy grew at 3.7% and inflation held steady at 2.4% (still above the Federal 

Reserve’s goal of 2%). All of these figures were an exact replica of what we saw in the first 

quarter. We will continue to monitor the facts as they unfold.   

Know your risk score.i The score allows us to quantify how much risk we are taking 

within each portfolio. The lower the score, the lower the risk. The higher the score, the higher 

the risk. The score ranges from 0-100. A chart is included on the next page showing the 

portfolio risk scores since 1Q 2017.   

I will include the updated score each quarter so those of you who crave more information 

will be able to get a sense of the relative risk we are taking within each model going forward.  In 

theory, this is similar to our traffic light, but the score is more granular and allows you to see 

adjustments within a particular traffic light. 

 

 

http://www.depositaccounts.com/
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Portfolio Risk Scores

Diversified Portfolio:  Conservative Diversified Portfolio:  Moderate

Diversified Portfolio:  Aggressive Diversified CarbonLITE Portfolio:  Conservative

Diversified CarbonLITE Portfolio:  Moderate Diversified CarbonLITE Portfolio:  Aggressive

Diversified NTF ETF-Only Portfolio:  Conservative Diversified NTF ETF-Only Portfolio:  Moderate

Diversified NTF ETF-Only Portfolio:  Aggressive U.S. Stock Portfolio
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Disclosures 

i The software that generates the risk score was created by RiXtrema. RiXtrema calls the risk score a 

Portfolio Crash Test (PCT). 

Key Assumptions and Limitations 

Like all investment analysis tools, the PCT is a simulation based on certain 
assumptions. In simulating various macroeconomic environments and the impact those 
factors have on portfolio performance, the PCT model assumes that: 

• The set of scenarios that occur in real life will resemble the simulated set. If there is a 
completely new scenario that contradicts presently modeled financial and economic 
relationships, the tool will be less useful. 

•    RiXtrema has captured all the key systemic factors. 
• Securities betas do not change dramatically in stress events and remain close to what 

RiXtrema estimates based on their past history. 
•    The underlying data used in calculating the returns displayed in a PCT report are reliable. 

 
Furthermore, while the PCT tool provides an easy-to-understand way to determine the risk 
profile of a particular portfolio, it is important that investors understand the tool's limitations, 
including the following: 
 
IMPORTANT: The projections and other information generated by the Portfolio Crash Test tool 
regarding the likelihood of various investment outcomes are hypothetical in nature, do not 
reflect actual investment results and are not guarantees of future results. 

 Portfolio Crash Tests do not forecast the likelihood that any particular scenario will come to 
pass. 

 Because the tool's scenarios are updated from time to time, the results of the Portfolio 
Crash Test may vary with each use and over time. 

 Performance results factored into the tool are calculated over many years; small 
changes can create large differences in future results. 

 The Portfolio Crash Test is designed to be used with portfolios containing at least 5 
different investments.  Any risk assessment tool involves imprecision, and this 
imprecision may grow if the tool is applied to a single security or just a few securities. 

 Portfolio Crash Tests do not select investments for you. You cannot use this tool alone to 
determine which securities to buy or sell or when to buy or sell them. Before making an 
investment decision, consult with your investment professional. 

 This Portfolio Crash Test report does not provide legal, tax or accounting advice. 
Consult appropriate professionals for advice that meets your specific needs. 

 In calculating the returns displayed in a Portfolio Crash Test report, RiXtrema relies on a 
variety of third- party sources for pricing information, mutual fund and ETF data, 
economic data and the like. While RiXtrema believes these sources to be reliable and the 
data to be accurate, it does not guarantee that this is so. 

                                                           


