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QUOTE OF THE WEEK 

Without hard work, nothing grows but weeds. 

- Gordon B. Hinckley 

Some believe we may have seen the Federal Reserve’s 
(Fed) last rate hike in this cycle, and that the next step 
from here will be a cut in rates as the economy loses 
momentum going into the first half of next year. I be-
lieve that view is plainly wrong. With economic data 
picking up and a likely bounce back that will extend into 
the second quarter, employment and price data 
are likely to remain strong especially as wage gains and 
energy prices continue to rise. 

In the United States, the real economy is doing just fine 
and overseas we are seeing signs of rebound. China is 
firmly on track with both strong monetary and fiscal 
stimulus now in place. Given their close trading ties, Ja-
pan will likely benefit from China stimulus. 

Click here to read more.  

The Fed’s key interest rate keeps climbing, and that could be-
come a problem 
 The markets are gleeful right now. Stocks are up 25% 

since their bottom in December, and things on the eco-
nomic and Fed fronts look rosy. However, Citi says inves-
tors need to get out of some assets before “rain spoils 
the picnic”. The bank is worried about the difference 
between asset prices and underlying economic condi-
tions (when looking globally). Its biggest area of worry is 
in corporate bonds, which have seen spreads to invest-
ment grade narrow sharply, especially in high yields, 
which look overvalued. Investment grade debt is trou-
bling too, as debt levels jumped by their biggest amount 
in 18 years over the last 4 months. Citi thinks companies 
are burning through way too much cash for the growth 
levels they are achieving.  

Click here to read more   

The Next Step for the Fed Could Be a Hike 
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Term of the Week:  

Junk Bond 
a high-yield, high-risk security, typically issued by a company seeking to raise capital quickly in 

order to finance a takeover.  

 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 May 3, 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 13.08% 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 26,502.23 -0.14% 1.19% 14.41% 

S&P 500 Index 2,945.30 0.22% 2.64% 18.26% 

Nasdaq Composite Index 8,162.13 0.38% 3.44% 23.43% 

60/40 Portfolio (BAGPX) 12.75 -0.31% 0.87% 10.97% 

US Aggregate Bond Index 2,106.01 0.06% 0.26% 2.90% 

20+ Year Treasury Bond (TLT) 123.66 -0.12% 0.32% 1.77% 

MSCI EAFE (EFA)  66.99 0.81% 1.16% 13.97% 

MSCI Emerging Markets (EEM)  44.22 0.77% 0.98% 13.21% 

France CAC Index (EWQ)  30.72 0.59% 1.86% 21.18% 

Germany DAX Index (EWG) 28.95 1.44% 3.76% 14.20% 

Italy Borsa Index (EWI) 28.14 0.75% -0.50% 16.23% 

London FTSE (EWU)  33.87 1.04% 0.09% 15.40% 



WEEKLY MARKET SUMMARY 

Global Equities: US equities were mostly unchanged during 
the week, rallying from fresh employment news on Friday to 
offset post Federal Reserve (Fed/FOMC) announcement weak-
ness. A new 50-year low for US unemployment and subdued 
inflation data helped stave off a negative week, as the S&P 500 
Index led the major US indices with a .23% return on the week. 
Financials were the best performing sector, as the SPDR Select 
Sector Financials ETF (XLF) gained 1.34%. International equi-
ties fared noticeably better as European economic data came in 
better than expected, with the iShares MSCI EAFE Index ETF 
(EFA) gaining .81% on the week. Emerging Market equities rep-
resented by the iShares MSCI Emerging Market Index ETF 
(EEM) bounced back after the prior week’s weakness, gain-
ing .77%. 

Fixed Income: The yield on the 10-year US Treasury Note rose 
slightly, to 2.52%, after choppy trading within a fairly narrow 
band. Early week subdued inflation data did not move the mar-
ket much, however, expectations for an even more dovish Fed 
did not materialize as rates crept higher by the weekend. The 
interest rate spread of high yield bonds over equivalent Treas-
ury securities contracted near 2019 lows, but the iShares IBoxx 
High Yield Corporate Bond ETF (HYG) was relatively flat on a 
total return basis on the week. Lipper reported modest net in-
flows of $21 million into high yield funds during the week ended 
5/1. 

Commodities: Rising US stockpiles of crude oil led to slipping 
prices despite expiring waivers for trade with Iran and Venezue-
lan turmoil. Prices also slipped with US equities on Thursday, 
stabilizing but not recovering with equities during Friday’s trad-
ing. West Texas Intermediate closed the week down nearly -
1.56%, at $61.84 per barrel,  

 

while the International Brent crude benchmark was down -
1.13%, to $70.79 per barrel. Natural gas prices traded at the 
NYMEX were steady near $2.56/MMBtu. 

WEEKLY ECONOMIC SUMMARY 

Personal Income & Outlays: According to the report by the 
Bureau of Economic Analysis (BEA), personal income in-
creased by .1% for the month of March versus consensus ex-
pectations for a .4% rise. Consumer spending surprised to the 
upside, however, as the .9% monthly rise was outside the high 
end of the consensus range. The inflation data in this report 
remain subdued, with all measures coming in lower than con-
sensus. The Core Personal Consumption Expenditures (PCE), 
which is favored by the Fed when forming policy, was flat for 
the month and up 1.6% since the prior year. The moderate 
reading has allowed the Fed to remain patient and is consistent 
with market expectations that the next move will be a cut to in-
terest rates. 

FOMC Announcement: The FOMC did indeed leave its bench-
mark Federal Funds rate unchanged at 2.25-2.5%, as anticipat-
ed, after a unanimous vote during its most recent meeting on 
Wednesday. Chairman Jerome Powell seemed more optimistic 
about the economy than the prior meeting, adding that it 
“continues to grow at a solid rate”. Powell mentioned that core 
inflation is still running below the target rate, but that the rea-
sons for that are transitory, which the market digested as more 
“hawkish”. This is not new information, and if inflation were to 
accelerate higher, markets would expect a hike. The cap for the 
roll-off of balance sheet assets has been reduced to $15 billion 
from $30 billion starting this month, as stated after the prior 
meeting. 

1
st

1st Quarter Earnings: Earnings season continues with 
some big-name releases during the week, headlined by two 
near-trillion dollar heavyweights in Apple Inc. (AAPL) and 
Google parent Alphabet Inc. (GOOGL). The two had contrasting 
results to their stock prices post release, as GOOGL fell -7.5% 
on Tuesday after reporting top-line revenue growth below 20% 
for the first time in 3 years. AAPL rose nearly 5%, announcing a 
beat on revenue and earnings while raising guidance for the 
following quarter and announcing plans to buy back $75 billion 
of its own shares. With 77% of the S&P 500 having reported Q1 
earnings, 72.5% have beat expectations for operating earnings 
according to S&P Dow Jones. 

Other Managers 
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Dow Jones  -  Week Ending 
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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 YTD performance of the SPDR Regional Banking ETF (KRE, blue line) versus the S&P 500 Index (black line). 
The combination of 1st quarter bank earnings enthusing investors and the US interest rate curve steepening, the Regional Banking ETF 
has resumed its outperformance against the broader market index. We expect the outperformance to continue and in late March we 
tactically bought KRE shares in certain allocations.  
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