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QUOTE OF THE WEEK 

“The limits of the possible can only be defined by going beyond them into the impossible.”  

- Arthur C. Clarke 

The traditional, time-tested relationship between stocks and bonds is 
breaking apart, which could spell trouble for investors holding Treasury 
bonds in hopes of softening the blow levied by sinking stock prices. 

For the most part, the S&P 500 and the 10-year Treasury track each 
other closely and when equities are under pressure, bond prices rise, 
pushing yields down. But something along the way has changed. 
“What is safe to say is that there is something driving equities lower, 
which is not impacting rates. Or there is something keeping long rates 
high, which is not impacting equities,” said Torsten Slok, chief interna-
tional economist at Deutsche Bank, in a Wednesday note. 

The breakdown in the correlation between equities and rates has un-
dercut the bond market’s status as a haven for fearful investors in a 
year in which few asset classes have eked out positive returns. What’s 
more, if traditional havens like U.S. government paper struggle to 
shield portfolios from a further selloff in equities it could mean inves-
tors will lack few reliable boltholes going forward. 

Click here to read more.  

Investor Warning: Traditional Stock-Bond Correlation     
Disappeared in 2018 

Jobless claims signal labor market strength, consumer confidence tumbles 

The number of Americans filing applications for jobless benefits fell marginally last week in a sign of labor market strength, with claims 
appearing to stabilize after drifting higher in recent months. 

Initial claims for state unemployment benefits dropped 1,000 to a seasonally 
adjusted 216,000 for the week ended Dec. 22, the Labor Department said on 
Thursday. 

Initial claims have now fallen in three of the last four weeks and are just above 
the 49-year low of 202,000 reached in the week ended Sept. 15. 

After several years of near-steady falls, claims trended higher between mid-
September and mid-December, prompting concern the U.S. economy was los-
ing a step. 

It remains unclear how much of that increase was related to the difficulty gov-
ernment statisticians have in adjusting the claims data for seasonal swings. 
Economists polled by Reuters had forecast claims increasing to 217,000 in the 
latest week.  

Click here to read more.  
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Term of the Week:  
 

Exchange-Traded Fund (ETF) 

An ETF, or exchange-traded fund, is a marketable security that tracks a stock index, a commodity, bonds, or a basket of assets. Alt-
hough similar in many ways, ETFs differ from mutual funds because shares trade like common stock on an exchange. The price of an 
ETF’s shares will change throughout the day as they are bought and sold. The largest ETFs typically have higher average daily volume 

and lower fees than mutual fund shares which makes them an attractive alternative for individual investors.  

 

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 December 28, 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 12 indices to get a better over-
all picture of the market.  The combined average of all 12 indices is  -11.67% year to date. 

Taking a comprehensive look at the overall current stock market 

Data Source: Investors FastTrack, Yahoo Finance, Investopedia 

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. 

Index Last Week One Month  Year-to-Date 

  Close % Change % Change % Change 

Dow Jones Industrial Average Index 23062.40 2.75 -8.92% -4.58% 

S&P 500 Index 2485.74 2.90% -9.23% -5.20% 

Nasdaq Composite Index 6584.52 3.99% -9.61% -3.59% 

60/40 Portfolio (BAGPX) 11.49 1.77% -5.12% -12.22% 

US Aggregate Bond Index 2041.58 0.21% 1.40% -0.23% 

20+ Year Treasury Bond (TLT) 121.05 0.27% 6.27% -4.19% 

MSCI EAFE (EFA)  58.93 2.38% -5.99% -16.18% 

MSCI Emerging Markets (EEM)  39.47 2.47% -3.43% -16.24% 

France CAC Index (EWQ)  26.32 1.35% -6.57% -15.69% 

Germany DAX Index (EWG) 25.34 1.56% -6.94% -23.26% 

Italy Borsa Index (EWI) 24.14 -1.22% -4.47% -20.69% 

London FTSE (EWU)  29.38 1.94% -6.01% -17.98% 

https://www.investopedia.com/terms/m/marketablesecurities.asp


 

WEEKLY MARKET SUMMARY 

Global Equities: A brutal December so-far for equities continued at 
the start of the week with the worst performance on a Christmas 
Eve ever, with broad-based losses on low volume during holiday-
shortened trading. However, traders returned after Christmas with 
their shopping lists of beaten down stocks as all three major US eq-
uity indices gained around 5% on Wednesday, with the Dow Jones 
Industrial Average up over 1,000 points for its largest single day 
point increase ever. The Nasdaq Composite Index gained nearly 4% 
on the volatile week, while the S&P 500 Index and the Dow Jones 
Industrial Average gained around 2.8% each. The Consumer Discre-
tionary sector appropriately led all S&P sectors with a Santa bounce, 
as the Select Sector Consumer Discretionary SPDR ETF (XLY) gained 
nearly 4.5% on the week. International Developed equities and the 
iShares MSCI EAFE Index ETF (EFA) gained almost 2%, while Emerg-
ing Market equities represented by the iShares MSCI Emerging Mar-
ket Index ETF (EEM) gained 1.8% on the week.  

Fixed Income: The yield curiously fell for the 10-year US Treasury 
Bond, from 2.78% to 2.72%, as the safe-haven asset was bid along 
with equities during the week as the market continues to doubt the 
likelihood of further tightening by the Federal Reserve. This is fur-
ther evidenced by the yield spread on the 10-year versus the 2-year 
treasury spread widening to .2% during the week, in anticipation of 
a more near-term dovish Federal Reserve. High yield bond spreads 
over equivalent Treasury securities stayed mostly flat though elevat-
ed over 5% on the week.  

Commodities: Oil prices were volatile and ended the week lower, 
for a third consecutive weekly fall, as lower US crude inventories 
reported by the Energy Information Agency (EIA) couldn't help tem- 

 

 

 

 

per worries of a supply glut. The American West Texas Intermediate 
(WTI) finished the week down a little over 1% to $45 per barrel, as 
the International Brent crude benchmark finished down 3%, near 
$52 per barrel. Natural gas prices continued to be volatile, dropping 
10%, closing at $3.30/MMBtu.  

WEEKLY ECONOMIC SUMMARY 

Consumer Confidence: The Consumer Confidence Index, released 
by the Conference Board, fell 8.3 points to 128.1 for the month of 
December. This is the lowest level for the index since July, and well 
below the consensus estimate of 134. The weakness stemmed not 
from respondents' assessment of current conditions but with expec-
tations for future job prospects and outlook for future business con-
ditions, with the latter being an input to the Conference Board Lead-
ing Economic Indicators Index. This may signal a future slowdown in 
consumption consistent with falling buying plans for vehicles, 
homes, and appliances, that was also included in this Consumer 
Confidence Index report.  

 

Chicago PMI: The Institute for Supply Management released Chica-
go Purchasing Managers' Index (PMI), which serves as a barometer 
of business conditionsfor the broader US economy, showed contin-
ued strength in the Chicago area. It slipped slightly to 65.4 from 66.4 
in November, but it was well above the forecasted consensus esti-
mate of 62.4 and showed improvement in production and backlog 
orders. Prices paid also improved despite tariff related pressure on 
inputs.  

 

Home Prices: Both, the S&P CoreLogic Case-Shiller Home Price Index 
and the FHFA House Price Index, signaled moderating increases for 
home prices with month-on-month increases for October in line 

with consensus at .4% and .3%, respectively, but with annual 
growth rates at the lowest level in 2 years. They both express con-
tinued strength in the west and mid-west mountain region, while 
the FHFA signaled softening in the northeast and mid-Atlantic re-
gions. S&P CoreLogic, however, showed signs of strength in Boston 
and New York which had been starting to soften in their prior 20-
city report.  

Other Managers 

HIM #12 - 100% Fund 

HIM #9 - 100% fund 

HIM #1 - 85% Fund /5% High yield fund/5% High yield fund//5% 

High yield fund/  

HIM #29 - 50% real estate mutual fund/ 25% Fund/ 25% Fund 

HIM #22 - 100% Fund 

HIM #23 - 33.33% Fund/ 33.33% Fund/ 33.34% MINT  

HIM #25 - 50% Money Market/ 50% Fund 

HIM #8 - 50% QQQ/ 50% Money Market 

HIM #26 - 50% NASDAQ 100/ 25% VP Bull/ 25% S&P 

Dow Jones  -  Week Ending 

Tactical Fixed Income Model Allocations 
12/28/2018 

Current Model Allocations 
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Fund —5% 

Exchange Trade 

Fund —10%  

Exchange Trade 

Fund —5% 

Exchange Trade 

Fund —10% 

Exchange Trade 

Fund —5% 

Exchange Trade 

Fund —10%  

Exchange Trade 

Fund —10% 

Treasury Bond —

5%  

Money Market—35%   Exchange Trade 

Fund —10 % 



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 show the S&P 500 Index, with weekly bars. The chart is approximately a 2-year view. The S&P 500 seems to have 
found support at the 200-Week Moving Average (blue line), as it did back in early 2016, as shown in the bottom chart. This could sug-
gest that we are near the bottom of the recent decline.  

Summary 
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