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QUOTE OF THE WEEK 

“Greatness is a road leading towards the unknown.”  

- Charles de Gaulle 
 

October consumer sentiment falls shy of expectations, but confi-
dence in economic policy is at a 15-year high 

A survey of consumer sentiment in October fell just short of expec-
tations on Friday but found American confidence in U.S. economic 
policy was at a 15-year high. 

The University of Michigan's monthly survey of consumers hit 
99 in its preliminary reading for October, below the 100.4 ex-
pected from economists polled by Reuters. The index re-
mained just below September's reading of 100.1. 

"Consumer sentiment slipped in early October, although it 
remained at quite favorable levels and just above the average 
reading during 2018," Richard Curtin, chief economist for the 
survey, said in a statement. 

Within the survey, a key data point revealed growing biparti-
san support for the government's economic policies. 

"Confidence in the government's economic policies rose in 
October to its highest level in the past fifteen years (see the 
chart), reflecting the strong performance of the national econ-
omy," Curtin said. "Most of the October gain was due to an 

upward adjustment by Democrats, although their evaluations 
were still well below the much more favorable evaluations of Re-
publicans." 

Click here to read more  

Bond market signaling 'sluggish or uncertain' growth ahead, Fed's Kaplan 
says 

The bond market is sending a pessimistic signal about the longer-
term prospects of the U.S. economy, Dallas Federal Reserve Presi-
dent Robert Kaplan said Tuesday. 

All eyes on Wall Street have been tuned into the rapid acceleration 

of the 10-year Treasury yield in recent weeks as a sign that inflation 
is looming. 

However, Kaplan told the Economic Club of New York that there's 
another important message coming, namely that the flattening of 
the so-called yield curve that has been taking place over the past 
several months is an indicator that the market sees growth slow-
ing. 

The message is that "prospects for future growth are somewhat 
sluggish or uncertain," he said. 

"The longer end is saying boy A) there's a lot of money looking for 
safe assets," Kaplan added. "But also it's saying out-year growth is 
a little more uncertain." 

Shorter-duration government debt yields have been rising while 
the Fed is raising rates. But yields on longer-term notes and bonds 
have risen less rapidly, reflecting that caution about where things 
are headed.                                           Click here to read more  
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Term of the Week:  

Futures Contract 

A futures contract is a legal agreement to buy or sell a particular commodity or asset at a predetermined price at a speci-
fied time in the future. Futures contracts are standardized for quality and quantity to facilitate trading on a futures ex-

change. The buyer of a futures contract is taking on the obligation to buy the underlying asset when the futures contract 
expires. The seller of the futures contract is taking on the obligation to provide the underlying asset at the expiration 

date.  

 

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 12, 2018.  In a truly diversified portfolio, the portfolio’s total re-
turn 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  -2.24% year to date. 

Taking a comprehensive look at the overall current stock market 

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

  Close % Change % Change % Change 

S&P 500 Index 2766.59 -4.07% -4.07% 5.07% 

Dow Jones Industrial Average Index 25408.44 -4.17% -2.46% 4.29% 

Nasdaq Composite Index 7497.28 -3.74% -5.69% 9.48% 

60/40 Portfolio (BAGPX) 12.97 -3.08% -3.14% -0.92% 

US Aggregate Bond Index 2003.39 0.44% -0.70% -2.10% 

20+ Year Treasury Bond (TLT) 114.47 1.25% -3.76% -9.40% 

MSCI EAFE (EFA)  63.85 -3.50% -4.39% -9.22% 

MSCI Emerging Markets (EEM)  40.29 -2.30% -4.72% -15.15% 

https://www.investopedia.com/video/play/whats-commodity/
https://www.investopedia.com/terms/f/futuresexchange.asp
https://www.investopedia.com/terms/f/futuresexchange.asp


 

WEEKLY MARKET SUMMARY 

Global Equities:  Bubbling anxiety from the end of the prior week 
devolved into full blown panic as the reality of higher interest rates 
took their toll on US growth expectations.  In what was the worst 
week for US equities since February, the Dow Jones Industrial Av-
erage and the S&P 500 Index were sold in tandem, with losses of -
4.2% and -4.1% respectively for the week.  The Nasdaq Composite 
Index had the most severe downturn, with a peak-to-trough loss of 
over 6.5% from the close of the prior week to the intra-day low on 
Thursday, but was able to rebound on Friday to outperform the big 
three indices, losing nearly -3.75%.  The start of earnings season 
may have helped settle markets as big banks were broadly able to 
live up to lofty expectations.  Defensive Utility stocks outper-
formed, as the SPDR Select Utilities ETF (XLU) was only down 
1.23% for the week.  Emerging Market (EM) equities outperformed 
during the week, as new reports surfaced of the US and China 
coming to the table to potentially settle the trade war.  The iShares 
MSCI Emerging Markets Index Fund ETF (EEM) was down around -
1.4%. 

Fixed Income:  The bond sell-off continued early in the week, as 
the yield of the 10-Year US Treasury Bond breached 3.25% intra-
day.  On Wednesday, correlations increased as equities and bonds 
were sold in unison before sparking a flight to safety that saw in-
terest rates come down on safe-haven US Treasuries, with the 10-
Year yield closing at 3.16%.  High yield bond spreads widened as 
the yield required by investors in risky assets increased to the 
higher end of the recent range before tightening somewhat at the 
end of the week.  Corporate defaults have remained low, but new 
credit data will be highly scrutinized for deteriorating condi-
tions.  Lipper reported a large outflow of $4.928B from high yield 
bond funds for the week ending October 10th. 

 

Commodities:  Oil prices traded down with equities during the 
week, also thanks to global growth concerns and the would-be 
result of a decrease in demand. Off of recent highs with the first 
weekly loss in 5, the American West Texas Intermediate (WTI) was 
down over -3.75% despite a Friday bounce.  The International 
Brent crude benchmark lost -4.3%, barely holding above $80 per 
barrel.  Natural gas prices, however, closed out the week un-
changed at $3.15/MMBtu. 

 

WEEKLY ECONOMIC SUMMARY 

Producer Price Index (PPI):  The Bureau of Labor Statistics PPI for 
Final Demand report showed a .2% month-on-month increase for 
the price of goods and services, in September.  The measure, after 
being cumulatively negative for the prior two months, was in line 
with consensus expectations due to increasing prices for services 
that offset declining prices for goods.  The majority of the services 
price increase was due to a spike in transport services associated 
with airline passengers.  The "Core" measure, which excludes the 
effect of reportedly falling food and energy prices, increased .4%, 
rising more quickly than economist expectations of .2%. 

Consumer Sentiment:  The preliminary University of Michigan 
Consumer Confidence survey dropped to 99 from 100.1 for this 
month, and although it was slightly below consensus expectations, 
it is still at very strong levels.  A drop in respondents' assessment 
of current conditions of personal finances deteriorated since Sep-
tember, but confidence in the government's economic policies 
rose to the highest levels in the past fifteen years. Much of that 
increase in confidence was due to Democratic respondents' up-
ward adjustment. 

3rd Quarter Earnings:  A critical Q3 earnings season has started 
with some large-cap banks kicking it off.  JP Morgan Chase (JPM) 
and Citigroup (C) reported higher than expected earnings, while 
Wells Fargo (WFC) came up short as it continues to deal with re-

percussions stemming from multiple scandals.  Weakness in 
mortgage growth due to rising interest rates was offset by cred-
it card and consumer banking growth at JPM, who also reported 
better than expected provision for credit losses.  All three re-
ported improved net interest margins and remain upbeat about 
the US economy and consumer, in general.  Wall Street re-
sponded most favorably to Citi after the release, as the stock 
gained over 2%, while WFC gained 1.3%.  JPM sold off steadily 
after rising in the morning, finishing down around -1.1%. 

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% fund 
HIM #25—  50% CASH 50% 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 

Current Model Allocations 

Cash—50% Merging Market 

Bonds—5% 

Treasury Bond—

10% 

Exchange 

Traded Fund  

— 5%  

Preferred Stock—

4.00% 

Convertible Bonds 

—10% 

Energy Limited  

Partnership—10% 

 

Exchange Traded                  

Fund  —10%  

Exchange Traded 

Fund  —5%  

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 shows historical Federal Funds target rate, as well as FOMC dot plot expectations and futures market implied ex-
pectations for the Federal Funds rate. The futures market implied rate (orange) suggest that the market does not believe rates will rise 
as high as the FOMC dot plot is projecting. 

Summary 
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