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QUOTE OF THE WEEK 

“The question isn’t who is going to let me; it’s who is going to stop me.” 

-Ayn Rand 

Gundlach warns record bond market speculation could cause big move in interest rates 

Washington's huge fiscal and monetary stimuli will give the world 

economy an estimated $600 billion shot in the arm this year. 

That amount represents the difference between the expected U.S. 

purchases and sales of goods and services in world trade. Technical-

ly, you can call it the U.S. current account deficit. 

Some people may recall that this is exactly the opposite of what 

President Donald Trump promised in 2015 and has repeated ever 

since.  

The data published earlier this month show that Trump is nowhere 

close to delivering on that promise. In fact, China, Japan and Europe 

are getting a big piece of his tax cut in their combined trade surplus 

of $297.8 billion during the first six months of this year. That is an 

8.2 percent increase from what they got out of a more sluggish 

American economy a year ago. 

In spite of that, China, Japan and the European Union keep com-

plaining about U.S. protectionism, accusing Trump of allegedly de-

stroying the multilateral trading system. 

Testing Trump's patience 

And they don't even have the courtesy to recycle some of their sur-

plus dollars in purchases of American IOUs that are fueling their 

economic growth. 

In the first half of this year, Japan, China and Germany reduced their 

Treasury holdings by $31.1 billion, $6.2 billion and $1.1 billion re-

spectively. Washington — and the national security strategists, in 

particular — may wish to think about what those countries did with 

all the dollars they got from dumping their goods and services on 

U.S. markets. 

Click here to read more 

Trump is the unsung hero of the world economy 

DoubleLine's Jeff Gundlach tweeted that the record num-

ber of bets made in the futures market in favor of higher 

bond yields could "cause quite a squeeze." 

Gundlach, in a tweet, alluded to the fact that net short 

positions in 10-year and 30-year Treasury futures are at 

record highs for non commercial speculators. That could 

cause a swift drop in yields if rates were to start moving 

lower, and those investors were forced to "cover" their 

positions. 

Yields move opposite price, and the bets against lower 

prices and rising yields, or short positions, have jumped as 

yields have moved higher this year. 

"The [Treasury shorts] picked up pace after we broke 2.60 

on the 10-year," said George Goncalves, head of U.S. fixed income strategy at Nomura. "They might be the catalyst that causes a rally. 

If something happens and they give up on their trade, it's that their thesis didn't work and they're covering their shorts."  

Click here to read more 
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Term of the Week:  

Liquidity 
Liquidity describes the degree to which an asset or security can be quickly bought or sold in the market without affecting the asset's 
price. Market liquidity refers to the extent to which a market, such as a country's stock market or a city's real estate market, allows 
assets to be bought and sold at stable prices. Cash is considered the most liquid asset, while real estate, fine art and collectibles are 

all relatively illiquid. Accounting liquidity measures the ease with which an individual or company can meet their financial obligations 
with the liquid assets available to them.  

 

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 August 17, 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 7 indices to get a better 
overall picture of the market.  The combined average of all 6 indices is 4.04% year to date. 

Taking a comprehensive look at the overall current stock market 

Data Source: Investors FastTrack, Yahoo Finance 

Past performance is not a guarantee of future results.  This Update is limited to the dissemination of general information pertaining to its investment advisory services and is 

not suitable for everyone.  The information contained herein should not be construed as personalized investment advice.  There is no guarantee that the views and opinions 

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-

sented herein is subject to change without notice.  Horter has experienced periods of underperformance in the past and may also in the future.  The returns represented 

herein are total return inclusive of reinvesting all interest and dividends.  

The above equity, bond and cash weightings are targets and may not be the exact current weightings in any particular client account.  Specifically, there may be cases where 

accounts hold higher cash levels than stated in these target weightings.  This is usually to accommodate account level activity.  Furthermore, some variable annuity and varia-

ble universal life accounts may not be able to purchase the exact weightings that we are indicating above due to specific product restrictions, limitations, riders, etc. Please 

refer to your client accounts for more specifics or call your Horter Investment Management, LLC at (513) 984-9933. 

Investment advisory services offered through Horter Investment Management, LLC, a SEC-Registered Investment Advisor.   Horter Investment Management does not provide 

legal or tax advice.  Investment Advisor Representatives of Horter Investment Management may only conduct business with residents of the states and jurisdictions in which 

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. 



WEEKLY MARKET SUMMARY 

Global Equities:  A currency crisis in Turkey was once again at the forefront, caus-

ing anxiety of contagion to broader Emerging Market (EM) economies and 

weighing on US equity markets mid-week.  A respite for the Turkish currency 

(Lira) thanks to a pledge of a $15 billion investment from Qatar was short-lived, 

however, leaving the Turkish economy and its importance to global trade in 

limbo.  The Dow Jones Industrial Average and the S&P 500 were able to salvage 

gains for the week of 1.5% and .68%, respectively, after news that China and the 

US will once again attempt to sort out the trade dispute.  The tech-heavy 

Nasdaq Composite continued to lose its luster, down -.20%.  The Consumer 

Staples sector and its SPDR Select Sector ETF (XLP), led by Walmart, outper-

formed during the week with a 3.3% gain.  EM equities were again thrown out 

with the bath water despite a 1% bounce on Friday as the iShares MSCI Emerg-

ing Markets Index ETF (EEM) dropped around -2.3%.  International Developed 

markets represented by the iShares MSCI EAFE Index Fund ETF (EFA) lost -.4% 

for the week. 

Fixed Income:  A tsunami of new issuance of shorter-term US Treasury securi-

ties during the week helped put a floor on shorter-term yields, while EM distress 

caused the longer-term 10 Year yield to remain low, near 2.86%.  This effect 

caused the 10 year minus the 2 year spread to match this cycle's low be-

low .25%, pointing to an eventual inversion and an ominous sign for the econo-

my.  The high yield bond sector and the iShares iBoxx High Yield Corporate Bond 

ETF (HYG) held up nicely during the week, posting a gain of around .25%.  Lipper 

reported net inflows into corporate investment grade and high yield funds of 

$1.453 billion and $197 million, respectively, for the week ended August 15th. 

Commodities:  Oil prices were lower again this week, after a stronger US dollar 

and EM weakness have put a damper on the outlook for global growth.  The 

American oil benchmark, West Texas Intermediate (WTI), dropped more dra 

 

 

 

matically than its International Brent counterpart.  Both crude benchmarks post-

ed weekly declines, with WTI down -2.5% and Brent -1.2%, to $65.92 and 

$71.94, respectively.  Both prices managed to hold their respective 200-day 

moving averages but are likely to be volatile in the coming weeks as news breaks 

regarding new sanctions on Iran.  Natural gas prices were flat on the week, at 

$2.95/MMBtu. 

WEEKLY ECONOMIC SUMMARY 

MBA Mortgage Applications:  According to the Mortgage Bankers Association 

(MBA), purchase applications for home mortgages fell by a seasonally-adjusted 

3% for the week ending August 10th.  This is the fifth consecutive weekly de-

cline, while the same measure, unadjusted, is down 3% from the same week in 

2017.  Refinancing activity was unchanged for the week, after dropping 5% dur-

ing the prior week, causing the refinancing share of total mortgage activity to rise 

1% to 37.6% of total applications.  Average contract rates for conforming mort-

gages ($453,100 or less) with an 80% loan-to-value ratio decreased 3 basis 

points to 4.81%. 

 

Manufacturing Survey Data:  Contrasting survey data from the manufacturing 

industry for August is contributing to ambiguity about the health of the sector in 

general.  The Empire State Manufacturing Survey, released by the New York 

Fed, signaled continued strength in the sector as the reading of 25.6 came in well 

above the high end of the consensus range of 22.  New and unfilled orders were 

particularly strong, while employment and workweek length remain ro-

bust.  The Philadelphia Fed Survey, on the other hand, came in at 11.9 and well 

below the prior level of 25.7 and the consensus estimate of 22.5, signaling dete-

rioration in the same areas where New York maintained strength.  The two 

surveys, which are only aligned on elevated pricing pressure, preempt the much

-anticipated Institute of Supply Management (ISM) Survey to be released on 

September 4th. 

 

Q2 Earnings Season:  The major earnings news last week came from retail 

giant, Walmart Inc. (WMT), who surprised Wall Street analysts by beating esti-

mates for revenue, earnings, same-store sales growth, with a 40% increase in 

online sales.  WMT stock had largely underperformed the broader equity mar-

ket in 2018, thanks to skepticism of its ability to compete with Amazon Inc. 

(AMZN), despite its large investments in e-commerce and supply-chain man-

agement.  The earnings release was impressive, no matter which metric was 

measured, which led to a 10% surge in the stock price following the release. 

Other Managers 

Dow Jones  -  Week Ending 

Tactical Fixed Income Model Allocations 
8/17/2018 

Current Model Allocations 

HIM #12 —100% treasury bond  HIM #19 —50% Cash 50% real estate mutual fund  

HIM #9 —100% alternative equity mutual fund  HIM #10 —.16% Cash 99.84% Equities (48 equities) 

HIM #1 —85% fund 5% high yield fund 5% high yield 5% high yield 

fund  

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 #21 —100% real estate mutual fund   

Cash—32.99%                               

Inverse High 

Yield—17.32% 

Preferred Stock—

4.00%  

Merging Market 

Bonds—7.69% 

Convertible 

Bonds—20% 

Energy—6%  

Treasury Bond— 8.88% 

Fund— 4.44%  

Long Term Bond— 20%  



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 NFIB Small Business Optimism Index updated with July data released on Tues-
day. The Small Business Optimism Index rose by 0.7 points in July to 107.9, the second highest level in the survey's 45-
year history and within 0.1 points of the July 1983 record high. Helping to push the index higher and exceed the range of 
analysts' expectations were new records on the employment front showing owners reporting new job creation plans, which 
should help to keep the economy strong, boding well for the markets. 
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