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QUOTE OF THE WEEK 

“Success– keeping your mind awake and your desire asleep.”  

-Walter Scott  

Core inflation reading jumps the most since 2008 

From tweets to tech to trade wars, investors have had multiple 
reasons to bail out of stocks this year. Instead, the S&P 500 is just 
another nudge away from setting a fresh all-time high. 

Rather than get shaken by scary headlines, the market has main-

tained a laser-like focus on fundamentals. A growing economy, 

record-setting corporate earnings and friendly atmosphere in the 

White House and the halls of Congress are feeding expectations 

that the second-longest bull market in history still has legs. 

"Right now I have a lot of things that scare the heck out of me. 

But you have to be careful not to see ghosts from the closet," said 

Doug Roberts, chief investment strategist at Channel Capital Re-

search. "That's not to say things can't change quickly. You have to 

be cautious." 

Indeed, most market sentiment measures reflect that trepidation. 
Investors have been cautious about U.S. stocks in particular and 
continue to shovel money into bonds, despite rising yields that 
are denting returns for fixed income funds. Fewer than 1 in 3 re-
tail investors think stocks will rise over the next six months, ac-
cording to the latest American Association of Individual Investors 
survey. Click here to read more  

Four reasons why the stock market has ignored the noise and is nearing another record 

U.S. consumer prices rose in July and the underlying trend contin-

ued to strengthen, pointing to a steady increase in inflation pres-

sures that keeps the Federal Reserve on track to gradually raise 

interest rates. 

The Labor Department said on Friday its Consumer Price Index 
advanced 0.2 percent, the bulk of which was due to a rise in the 

cost of shelter. The CPI rose 0.1 percent in June. 

In the 12 months through July, the CPI increased 2.9 percent, 

matching the increase in June. 

Excluding the volatile food and energy components, the CPI rose 

0.2 percent, the same gain as in May and June. The annual in-

crease in the so-called core CPI was 2.4 percent, the largest rise 

since September 2008, from 2.3 percent in June. 

Economists polled by Reuters had forecast both the CPI and core 

CPI rising 0.2 percent in July. 

U.S. Treasury yields held at three-week lows after the data while 

the dollar rose slightly against a basket of currencies. U.S. stock 

index futures were down. Click here to read more  
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Term of the Week:  

Initial Coin Offering (ICO)  
An unregulated means by which funds are raised for a new cryptocurrency venture. An Initial Coin Offering 

(ICO) is used by startups to bypass the rigorous and regulated capital-raising process required by venture capi-
talists or banks. In an ICO campaign, a percentage of the cryptocurrency is sold to early backers of the project 

in exchange for legal tender or other cryptocurrencies, but usually for Bitcoin. 

Also called an Initial Public Coin Offering (IPCO). 

 

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 13, 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 6 indices to get a better 
overall picture of the market.  The combined average of all 6 indices is  3.67% 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. 

Index Last Week One Month  Year-to-Date 

  Close % Change % Change % Change 

S&P 500 Index 2833.12 -0.18% 1.56% 7.21% 

Dow Jones Industrial Average Index 25308.25 -0.44% 1.78% 3.82% 

Nasdaq Composite Index 7839.22 0.40% 1.11% 14.27% 

60/40 Portfolio (BAGPX) 13.39 0.30% 0.83% 2.29% 

US Aggregate Bond Index 2024.22 0.42% 0.42% -1.08% 

20+ Year Treasury Bond (TLT) 120.66 1.21% -1.06% -4.50% 

https://www.investopedia.com/terms/l/legal-tender.asp
https://www.investopedia.com/terms/b/bitcoin.asp


 

WEEKLY MARKET SUMMARY 

Global Equities: US equity markets were trending firmly higher, 
seemingly poised to make new all-time highs for the S&P 500, before 
being de-railed on Friday as risks of contagion from a crisis in Turkey 
were front-and-center. President Trump added fuel to the fire, an-
nouncing his intention to double the metal tariffs on the floundering 
nation because of several issues, including Turkey’s detainment of an 
evangelical pastor. The Friday losses were enough to wipe away 
weekly gains from the S&P 500 and the Dow Jones Industrial Average, 
which lost roughly -.2% and -.5%, respectively. The Nasdaq Composite 
was able to hold onto a gain of around .33%. US equity sectors were 
led by the Consumer Discretionary sector and its SPDR Select Sector 
ETF (XLY), up .75% during the week. Consumer Staples were responsi-
ble for much of the weakness, as the SPDR Select Sector ETF (XLP) lost 
nearly -2%. International equities were unsurprisingly more exposed 
to the trouble in Turkey, as the iShares MSCI Emerging Markets Index 
ETF (EEM) and the International Developed market iShares MSCI EAFE 
Index Fund ETF (EFA) dropped around -2.3% and -2%, respectively. 

Fixed Income: The yield on the US 10-Year Treasury Note slipped 
below 2.95% after Producer Price Index (PPI) data showed cooling 
inflationary pressure, but the Turkey headlines saw bonds bid aggres-
sively on Friday as yields tumbled to 2.85% before bouncing and 
settling near 2.87%. The iShares iBoxx High Yield Corporate Bond ETF 
(HYG) took a hit on Friday, which cancelled out a weekly gain, closing 
down slightly -.09%. Lipper reported net inflows into corporate invest-
ment grade and high yield funds of $2.804 billion and $828 million, 
respectively, for the week ended August 8th. 

Commodities: Oil prices were down during the week, but looked like 
they were going to be down more until the International Energy Ad-
ministration (IEA) suggested a significant boost to global oil demand 
in 2019, while the Energy Information Administration (EIA) indicated 

lower US production, of 100,000 barrels per day from the week ended 
August 3rd. The American oil benchmark, West Texas Intermediate 
(WTI) and the International Brent crude benchmark were both lower 
on the week, to $67.70 and $72.88 per barrel, respectively, but suc-
cessfully held technical support. Natural gas prices have continued to 
climb this week, to $2.94/MMBtu. 

WEEKLY ECONOMIC SUMMARY 

Jobless Claims: Initial jobless claims, which is compiled as the num-
ber of individuals who filed for unemployment insurance for the first 
time, showed continued strength for the extremely robust US labor 
market. The measure of 213,000 new claims was considerably below 
the consensus estimate of 220,000 for the week ended August 4th. 
The 4-week moving average of continuing claims dropped further, to 
1.742 million, despite a slight revision higher for the prior week, and is 
consistent with the low unemployment rate and tight labor market 
conditions. 

Inflation Data: The Bureau of Labor Statistics released two some-
what contrasting reports related to prices for July. Thursday’s release 
of the PPI signaled moderating pricing pressure with no month-on-
month (MoM) increase for the headline number, and a .1% increase 
for the same measure less food and energy (Core). The consensus 
estimates for both were for a .3% increase. The Consumer Price Index 
(CPI) has not cooled, however, and matched estimates of .2% MoM 
for the headline and core readings, thanks to rising shelter prices, 
including house prices and owners’ equivalent rent. The push may not 
persist, as online real estate broker Redfin Corp. (RDFN) mentioned 
“an unexpected drop in bookings growth, in the past three weeks, 
slowing traffic growth in a weakening real estate market” during 
Thursday’s earnings call. 

Q2 Earnings Season: Two media giants, The Walt Disney Company 
(DIS) and Twenty-First Century Fox, Inc. (FOXA), announced 2nd quar-
ter earnings during the week. They both offered double-digit earnings 
growth over the same period last year, although DIS stock was pun-
ished nearly -3.5% from the pre-earnings price to Friday’s close, after 
failure to live up to analyst estimates for revenue and earnings. FOXA 
was little changed, and slightly down with the broader market after 
earning $.57 per share versus an estimated $.54. Pending regulatory 
approval, the two will be announcing earnings together next year, as 
DIS has won a bidding war with Comcast (CMSA) to acquire the major-
ity of FOXA’s assets. DIS is planning to incorporate FOXA content into 
a streaming video service hopefully enabling it to compete with the 
likes of Netflix (NFLX) and Amazon (AMZN). 

Dow Jones  -  Week Ending 

 

Current Model Allocations 

 

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%  

Other Managers  

Tactical Fixed Income Model Allocations  
8/03/2018 

HIM #12—100% treasury bond  

HIM #9—80% alternative equity mutual fund 20% Cash 

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

fund 

HIM #21—25 % Cash 75% real estate mutual fund  

HIM #19—50% Cash 50% real estate mutual fund  

HIM #10 —.16% Cash 99.84% Equities (48 equities) 

HIM #15 —100% Invested 

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  



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:  
As of August 9th, 449 companies in the S&P 500, comprising 89% of the index, have reported earnings. This earnings season 
is poised to be the best on record as measured by percentage of positive earnings surprises. Over 80% of companies have 
beaten estimates as corporate tax cuts and a strong economic backdrop have pushed domestic equities higher despite the 
ongoing trade war rhetoric. 
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