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QUOTE OF THE WEEK 

“No matter what people tell you, words and ideas can change the world.” 

- Robin Williams  

One of the core tenants of US central banking is being 

shunned by Jay Powell’s Fed. Former central bank lead-

ership had always taken the approach that tight labor 

markets posed a serious threat for higher inflation. 

However, Powell is stepping away from that view. Labor 

markets remain tight, with unemployment very low and 

strong job creation consistent. Yet, the Fed has com-

pletely stepped off the gas pedal on rate hikes, a posi-

tion that runs counter to previous approaches. 

Click here to read more.  

Economy could be weaker than expected, and the reason is manu-
facturing 
Industrial production declined in the first three months of the year 
for the first time since the third quarter of 2017, and that could 
signal economic growth is weaker than some economists are fore-
casting. 

Total industrial production declined by 0.1% in March, after rising 
0.1% in February. For the quarter, it slipped at a 0.3% annual rate, 

after a gain of 4% in the fourth quarter of 2018. 

Natixis economist Joseph LaVorgna said the Federal Reserve's in-
dustrial production index correlates very closely to GDP growth, 
and the correlation between its quarterly annualized changes and 
real GDP growth is around 70%. 

"It correlates to GDP pretty well, and I did notice within the data 
that there was a big inventory build within the fourth quarter," said 
LaVorgna, the firm's chief economist for the Americas. 

"It seems if there was a time that industrial production and GDP 
would match up well it would be at time when there's a relatively 
large inventory build," he said. "When you unwind inventory, you 
would expect to see production slow." 

LaVorgna is forecasting 1% for first quarter GDP growth, reported 
April 26, but he said it could be even closer to flat. He added econo-
mists' consensus forecast is 2%.                                                            
Click here to read more   

The Fed’s New Stance 
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Term of the Week:  

Haggle  
To haggle is when two parties involved in a transaction such as the purchase of a good and service negotiate the price until both par-

ties can mutually agree on a fair price. The process of haggling involves two parties making sequential offers and counteroffers to 
each other until a price is agreed upon. The individual trying to buy the good and service is trying to pay the least amount possible, 

while the seller's primary objective is to maximize the selling price. Haggling also may go by the names bargaining, quibbling, dicker-
ing, or informal negotiating.  

 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 April 19, 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 13.12% 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 26,559.54 1.63% 2.59% 14.64% 

S&P 500 Index 2,905.22 0.60% 2.69% 16.59% 

Nasdaq Composite Index 7,997.63 0.64% 3.74% 20.90% 

60/40 Portfolio (BAGPX) 12.70 0.16% 1.60% 10.53% 

US Aggregate Bond Index 2,099.43 0.06% 0.81% 2.58% 

20+ Year Treasury Bond (TLT) 122.90 0.19% 1.00% 1.14% 

MSCI EAFE (EFA)  66.67 0.35% 1.86% 13.42% 

MSCI Emerging Markets (EEM)  44.56 0.45% 2.30% 14.08% 

France CAC Index (EWQ)  30.78 0.72% 2.19% 18.52% 

Germany DAX Index (EWG) 28.57 1.24% 3.51% 12.70% 

Italy Borsa Index (EWI) 28.36 -0.25% 1.69% 17.14% 

London FTSE (EWU)  33.81 -0.38% 0.63% 15.20% 



WEEKLY MARKET SUMMARY 

Global Equities: It was a quiet holiday-shortened week for US 
equities as the S&P 500 Index and the Nasdaq Composite were 
mostly unchanged. The Industrial sector led the way, as the 
Dow Jones Industrial Average gained .56% on the week. The 
Healthcare sector found itself on life-support, with the SPDR 
Select Sector Healthcare ETF (XLV) losing -4.3% due to poten-
tial political changes and the implications on the sec-
tor. Developed International stocks represented by the iShares 
MSCI EAFE Index Fund ETF (EFA) managed to gain .3%, while 
better-than-expected economic data out of China lifted Emerg-
ing Market equities represented by the iShares MSCI Emerging 
Market Index ETF (EEM) with a .5% gain.  

Fixed Income: The yield on the 10-year US Treasury Note 
looked poised to break above 2.6% mid-week before ending 
the week unchanged near 2.56%. The interest rate spread of 
high yield bonds over equivalent Treasury securities raised very 
slightly off of the prior week’s low, as the iShares iBoxx High 
Yield Bond ETF (HYG) inversely pulled back -.32% by Thursday’s 
close. All-in-all it was a quiet week for fixed income markets, 
however, the interest rate sensitive Real Estate Investment 
Trust (REIT) sector was under heavy pressure mid-week and 
did not recover as interest rates pulled back, perhaps signaling 
a shift in market expectations for the yield curve.  

Commodities: Oil prices inched higher due, in part, by contin-
ued falling exports from Saudi Arabia and US inventory 
draws. News from Russia that the finance minister spoke about 
the potential to increase supply in an effort to take market 
share from the US did not impact prices, but could have major 
repercussions if OPEC+ were to consider the option. This is like-

ly discounted by markets, as Saudi Arabia, the de facto leader 
of OPEC+, needs higher prices to support its planned spend-
ing. The price of West Texas Intermediate closed near $64.10 
per barrel, while the International Brent crude benchmark 
closed at $72 per barrel. Natural gas prices traded at the NY-
MEX fell to $2.49/MMBtu, but vary widely by region and had 
turned negative for a time in the Permian Basin.  

WEEKLY ECONOMIC SUMMARY 

PMI Composite FLASH: The early estimate for the Purchasing 
Managers’ Index Composite is signaling weakness in the ser-
vices segment for April, which had been the source of strength 
in prior months. The diffusion index for the Services compo-
nent, where a reading above 50 denotes expansion, slipped to 
52.9 from 54.8 in March and showed the slowest rate of order 
growth in two years. This weakness pressured the headline 
composite, which came in at 52.8 versus the consensus expec-
tation and prior reading of 54.3 while the previously weak 
Manufacturing sector came in slightly ahead of estimates at 
52.4.  

Federal Reserve Beige Book: This report of economic activity 
for the upcoming Federal Reserve Open Market Committee 
(Fed) meeting reported “slight-to-moderate” economic expan-
sion in the 12 Fed districts, with a few reporting strengthen-
ing. Homes sales bounced back, joining tourism as a strong 
spot, while sales for general retailers and auto dealers were 
reported as sluggish. The labor market remains tight, leading 
to wage pressures, while prices were said to have rose modest-
ly. The report, in general, was more upbeat than the prior re-
lease, but is not likely to trigger an adjustment in interest rates 
by the Fed at the next meeting. The CME FedWatch tool is pre-
dicting a 99.5% chance of no change to the benchmark Fed 
Funds rate at the May1 meeting.  

1st Quarter Earnings: For the second consecutive week, large-
cap banks have dominated the Q1 earnings releases, with Bank 
of America Corp. (BAC), Citigroup Inc. (C), and Goldman Sachs 
Group Inc. (GS) reporting better-than-expected earnings per 
share. The shares for BAC and GS initially slipped directly after 
reporting, but both recovered by the end of the week to be 
little change from the pre-announcement prices. Citigroup, 
which has struggled to grow top-line revenue, traded slightly 
lower before gaining around 3.5% by the end of the trading 
week. With only 4.5% of S&P 500 companies having reported 
1st quarter earnings, the forward P/E (on as reported earnings) 
is 18.74.  

Other Managers 

HIM #9—  100% fund            

HIM #22—  50% fund/ 50% fund   
 
HIM #25—   100% fund 

HIM #8—  16.66% Fidelity VIP/ 33.34%  

   Franklin VIP/ 16.67% Pro  

   funds/16.67% Mainstay VP/  

   16.67% T Rowe  

HIM #10—   2% into 50 holdings  

Dow Jones  -  Week Ending 

Tactical Fixed Income Model Allocations 
4/18/2019 

Current Model Allocations 

Exchange Traded 

Fund — 9.6% 

Exchange Traded 

Fund – 16.50% 

Exchange Traded 

Fund – 13.6% 

Exchange Traded 

Fund — 4.8% 

Exchange Traded 

Fund —8.8% 

Exchange Traded 

Fund – 9.6% 

Exchange Traded 

Fund – 13.6% 

Exchange Traded 

Fund — 4%  

Exchange Traded 

Fund —4% 

Money Market— 

12.5% 
Cash –3%  

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:  

The Chart of the Week shows an 18-month chart of Financial sector equities represented by the Financial Select Sector SPDR ETF (XLF) 
making a new high for 2019, as many of its constituents had positive surprises for 1st quarter earnings. The XLF is now testing overhead 
resistance from a trend of lower highs (gold line) as the 50-day moving average (blue line) approaches the 200-day (red line) in a poten-
tial technical battle between bulls and bears. We currently believe this will resolve to the upside, and are long Financials at market 
weight in appropriate allocations.  

Summary 
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