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QUOTE OF THE WEEK 

“Blessed are the young for they shall inherit the national debt.” 

- Herbert Hoover 

3 reasons investors should worry about inflation 
U.S. equities are firmly in rebound mode, enjoying a string of five 

straight days of rising stock prices and the Dow Jones industrials 

even closing 200 points above 25,000 on Thursday. This came after a 

duo of reports on inflation trends showing prices are climbing at a 

tepid pace -- following worries about higher prices that sparked the 

market's recent correction from its late January highs.  

The producer price index for January showed core inflation, less 

food and energy, rising at a 2.5 percent annual rate (up a bit from 

2.3 the previous month). Core consumer prices are rising at just a 

1.8 percent annual rate. Headline measures have been climbing a bit 

faster, thanks to a rebound in energy prices, but not yet enough to 

justify a shift in the Federal Reserve's current outlook for three quar-

ter-point rate hikes for 2018. 

But buried in the details is evidence of higher prices that could well 

rattle markets again. This, along with fiscal largess in Washington 

and weakness in the U.S. dollar, has contributed to an upward push 

in the 10-year Treasury yield, which now stands at 2.9 percent, up 

from a low of 2.05 percent in September.  

Here are three specific inflationary trends that bear watching: 

Wages 

The job market could hardly be tighter. The unemployment rate is 

just 4.1 percent, payroll growth is steady and survey data show busi-

nesses are having an increasingly hard time finding good, qualified 

workers without resorting to higher pay.  

Click here to read more 

High interest rates, core inflation and wage increase could spell 

recession in the coming months and a rotation from stocks to 

bonds.—Drew 

Gary Shilling: Markets Confront a Death by a Thousand Cuts 
They face a potentially more aggressive Fed, increasing fears of rising inflation and multiple imbalances 

Stocks have been on a wild ride, with the Dow Jones Industrial Average dropping 10.4% from its peak on Jan. 26 to the Feb. 8 trough, 

before recovering about half those losses through Thursday. Usually, big declines foreshadow Federal Reserve-induced recessions. 

Late in a business cycle, the central bank worries about economic overheating and jacks up interest rates to crushing levels.  

That wasn't the case during the dot-com bubble in the late 1990s, when the Fed belatedly boosted the federal funds rate from 4.75% 

to 6.50% between June 1999 and May 2000. 

Similarly, central bankers waited too long to 

raise rates despite clear housing-market ex-

cesses in the early 2000s that enabled the sub-

prime mortgage boom, which precipitated the 

financial crisis and the 2007-2009 recession. At 

the time, the rate increases didn't start until 

mid-2004, rising slowly in quarter-point incre-

ments from 1% to 5.25% in mid-2006. It was 

too little, too late. 

Click here to read more 

Goldman Warns of Treasury + Stock Market Calamity 

Goldman Sachs put out a big warning to the market yesterday. The bank’s fixed in-

come division says that it thinks yields on ten-year Treasuries are going to rise to 

3.5% within two quarters as the Fed continues to hikes rates and the market sells 

off. Goldman called its prediction “not very brave”, indicating it thinks yields might 

be higher, especially since it feels the Fed will hike four times this year. Goldman’s 

forecast for rates is much higher than most analysts, so if it comes to pass, it could 

have big ramifications for equity investors.  

Click here to read more 
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Term of the Week:  

Consumer Price Index—CPI 

The Consumer Price Index (CPI) is a measure that examines the weighted average of prices of a basket of consumer goods 
and services, such as transportation, food and medical care. It is calculated by taking price changes for each item in the 

predetermined basket of goods and averaging them. Changes in the CPI are used to assess price changes associated with 
the cost of living; the CPI is one of the most frequently used statistics for identifying periods of inflation or deflation.  

 

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 February 16, 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 7 indices to get a better 
overall picture of the market.  The combined average of all 7 indices is 0.11% 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.  Securities transactions for Horter Investment 

Management clients are placed through Trust Company of America, TD Ameritrade and Jefferson National Life Insurance Company. 

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: Equities rebounded nicely this past week after an 

extremely volatile late January / early February.  All three major US 

indices ended with positive gains of over 4% led by the tech-heavy 

Nasdaq-100 Composite.  The S&P was led by the cyclical sectors of 

technology (surprise!), financials, and industrials, which is a posi-

tive sign for the prospects of a continuing bull market.  Interna-

tional developed equities had a good week, but were outshined by 

a nearly 7% return in emerging market equities represented by 

iShares MSCI Emerging Markets ETF (EEM). 

Fixed Income: The yield on the benchmark 10-Year US Treasury 

Note reached its highest level since 2014 at 2.94% when inflation 

data, again, came in above consensus.  The closely watched 10-

Year rate steadily receded to close out the week up modestly from 

the previous week, near 2.87%.  The yield on 10-Year German 

bund was also volatile, spiking to .80% for the second week in a 

row, but settling significantly below the prior week's close of .75% 

to .70%.  Outflows from high yield bond funds continued during 

the week despite spreads tightening late in the week to early Feb-

ruary levels. 

Commodities: Crude oil prices rebounded off year-to-date lows as 

the US dollar continues to test long term support and after com-

ments out of Saudi Arabia saying that they would prefer a tight oil 

market over ending the production cuts too soon.  International 

Brent crude closed the week at $64.89 per barrel, while its US 

counterpart, West Texas Intermediate (WTI), closed above $60 at 

$61.64.  Natural gas ended the week down slightly to $2.57/

MMBtu despite a thirteenth consecutive weekly drawdown in stor-

age, according to the EIA Natural Gas Report. 

WEEKLY ECONOMIC SUMMARY 

Consumer Price Index (CPI): As mentioned earlier, the release of 

inflation data in the form of the Consumer Price Index (CPI) came 

in above consensus for the month of January.  The month-over-

month (MoM) CPI number of 0.5% was just above the consensus 

range of 0.3%-0.4%.  The core version of CPI, which excludes food 

and energy increases and is the preferred measure by the US Fed-

eral Reserve (the "Fed"), came in above consensus at 0.3% 

MoM.  Experts are blaming the bulk of the increase on a jump of 

1.7% in apparel prices.  Women's apparel, in particular, surged 

3.4% in January.  The spike is being attributed to weakness in the 

US dollar, as most clothes are imported. 

 

Consumer Optimism: Despite the recent stock market tumble, 

extreme consumer optimism was exhibited by two different sur-

veys.  The Bloomberg Consumer Comfort Index and the Consumer 

Sentiment reading both came in higher, citing the tax cuts as cata-

lysts.  At a reading of 57, the Bloomberg Consumer Comfort Index 

hit a new high since the start of the economic expansion (June 

2009) and contained the highest consumer assessment of the 

economy in 17 years.  Consumer Sentiment was much higher than 

the consensus range and the highest reported in 14 years, with the 

exception of October 2017. 

 

Housing Starts: Housing is continuing its strong uptrend from last 

year into the new year.  New housing starts are up to an annual-

ized rate of 1.326 million for the month of January which is the 

second highest rate since the start of the economic expan-

sion.  Multi-unit housing is the main driver for this month's 

strength, but the single-family category also had a solid 

month.  Optimism for housing demand is shown in the growth for 

new housing permits, which were higher than consensus esti-

mates.  All of this was despite a recent climb in mortgage rates. 

Moderate Risk 
 

HIM #2   100% mid-cap 
HIM #9   20% long S&P /80% alternate equity 
   mutual fund 
HIM #8   100% Trust 
HIM #22   100% S&P 500 
HIM #10   98% invested, 2% cash 
HIM #15   100% invested 
HIM #11   20% (4) stocks/80% cash 
HIM #21   25% CASH/75% real estate mutual 
   fund 

Dow Jones  -  Week Ending 

Low Risk 
 

HIM #2    25% municipal bonds/75% municipal bond 
    mutual fund 
HIM #1    15% high yield/85% high-yield mutual fund 
HIM #3    43% convertibles /29% dividend  
    equities/14% NASDAQ 100/14% fund 
HIM #20    100% CASH 
HIM #19    50% MBS/50% real estate mutual fund 
HIM #23    100% CASH 

Current Model Allocations 

Last Week’s Manager Moves  

HIM #23—Sold 100% to CASH on 2/12 

HIM #22—Bought 100% to fund On 2/16 

HIM #3—Bought 14% fund on 2/13 



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 the S&P 500 index intra-day bouncing off its 200 Day Moving Average (DMA) and rallying since then. 
The rally has progressed nicely, though markets have remained volatile, as the S&P 500 has surpassed its 100 DMA and is on the 
verge of passing its 50 DMA, a positive sign. Economic fundamentals remain strong and with tax cuts on tap we remain constructive.  

Summary 
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