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QUOTE OF THE WEEK 

“Formula for success: rise early, work hard, strike oil.”  

- J. Paul Getty   

A phrase often used by American market commentators over the 
years is “don’t kill the goose that lays the golden eggs” and while 
no one has slaughtered global markets yet, feathers have been 
sharply plucked. 

If our bird is the markets, then the trade war is the latest cause of 
stress and not everyone believes the Federal Reserve can prescribe 
an antidote this time. 

Hans Redeker, Global Head of FX Strategy at Morgan Stanley said 
the market was wrong to buy stocks last week after Federal Re-
serve Chair Jerome Powell hinted at a response to any fallout from 
trade. Redeker said investors need to watch the warning signs.  

One red flag, waving for weeks, is the inverted yield curve. Redeker 
said many people are simply putting it down to the U.S. repatriating 
money but ignoring its knock-on effect. Redeker said people should 
question how U.S. banks might act in future if they suffer limited 
profitability thanks to low interest rates.. 

But surely if growth slows and inflation falters, the Fed just steps in 
to reduce the cost of money? Not so fast.       

Click here to read more 

If a recession hits, even Fed rate cuts won’t be enough to stop it, Ned 
Davis warns 
The word of the year in the U.S. stock market is uncertainty. 

Uncertainty around U.S. trade policies, geopolitical tensions and the 
Federal Reserve’s inclination to cut interest rates has largely kept a 
lid on stocks this year after the S&P 500 reached an all-time high in 

late April. It has also led strategists like Ed Clissold of Ned Davis Re-
search to maintain their year-end targets, while warning that the 
path there could be choppy. 

“It’s pretty clear the economy is slowing, but every time we get a 
few bad data prints, there’s a lot of focus on whether or not we’re 
going into a recession,” Clissold, whose S&P target for the end of 
2019 is 2950, said Thursday on CNBC’s “Futures Now.” “If we’re 
not, then the market’s in pretty good shape.” 

But “pretty good shape” means a few different things to Clissold, 
Ned Davis’ chief U.S. strategist who called the stock market’s 20% 
plunge in December. 

“We think it’s going to be a choppy market from here, and so 2950 
is in line with what you’d expect over the long run from the S&P,” 
he said. “But you’d get some pullbacks and opportunities to get in 
at a little bit more attractive prices as we go for the next few 
months.”  click here to read more 

Stock buyers beware because a Fed rate cut might not work this 
time 
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Term of the Week:  

Value Deflation 
Value deflation, or shrinkflation, occurs when retailers and service providers cut their costs and sell smaller packages, 

give out smaller portions and generally provide less for the same price, so as to maintain the same sticker price.  

 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 June 14, 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 11.10% 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 26,110.17 0.46% 2.53% 13.18% 

S&P 500 Index 2,886.98 0.53% 2.09% 12.69% 

Nasdaq Composite Index 7,797.17 0.73% 0.94% 18.12% 

60/40 Portfolio (BAGPX) 12.82 1.18% 2.07% 11.58% 

US Aggregate Bond Index 2,152.94 0.02% 1.72% 5.20% 

20+ Year Treasury Bond (TLT) 131.46 -0.21% 4.87% 8.19% 

MSCI EAFE (EFA)  65.16 -0.61% 1.10% 10.85% 

MSCI Emerging Markets (EEM)  41.10 -0.19% -0.12% 5.22% 

France CAC Index (EWQ)  30.05 -0.86% 1.42% 15.71% 

Germany DAX Index (EWG) 27.69 -0.65% -0.29% 9.23% 

Italy Borsa Index (EWI) 27.25 0.26% 1.00% 12.56% 

London FTSE (EWU)  32.48 -0.82% -0.52% 10.66% 

https://www.investopedia.com/terms/s/shrinkflation.asp


WEEKLY MARKET SUMMARY 

Global Equities: US equities were mostly in a holding pattern dur-
ing the week, trading in a narrow range while fading during mar-
ket hours after rising in overnight futures markets. All three major 
US indices managed a gain, however, led by the Nasdaq Compo-
site Index gaining .70% while the Dow Jones Industrial Average 
and the S&P 500 Index finished the week up .46% and .53%, re-
spectively. International markets relatively underperformed, end-
ing the week slightly negative as industrial production in China 
reportedly fell as civil unrest escalated in Hong Kong boiled over 
due to the perceived overreach on behalf of the mainland. The 
iShares MSCI EAFE Index ETF (EFA) slipped -.61%, as the iShares 
MSCI Emerging Market Index ETF (EEM) ended down -.19%.  

Fixed Income: US yields reversed course during the week, after 
starting to creep higher, due to a heightened possibility of armed 
conflict between the US and Iran. US officials have accused Iran of 
attacks on two oil tankers in an attempt to disrupt global trade 
markets in retaliation for the re-imposition of sanctions. The yield 
on the 10-year US Treasury Note finished the week unchanged, 
near 2.08%, as safe-havens remain well bid. High yield bonds had 
positive returns on the week, as the iShares IBoxx High Yield Cor-
porate Bond ETF (HYG) climbed .22%, as high yield spreads over 
Treasuries narrowed slightly. Lipper reported net inflows of 
$1.718 billion back into high yield funds during the week ended 
6/12.  

Commodities: The response to the tanker attack in the heavily 
trafficked middle-east oil trading route was unsurprisingly most 

dramatically manifested in energy markets. Oil prices which 
looked like they were ready to break below technical support, 
jumped 4% on the news. Some would believe that the move 
should have been even more dramatic based on the fiery rhetoric, 
because oil prices were still net lower on the week. The Interna-
tional Brent crude benchmark fell -2% to $62.06 per barrel, while 
the West Texas Intermediate (WTI) dropped over -2.7%, to $52.52 
per barrel. Natural gas prices rose by 2% on the week, ending near 
$2.39/MMBtu.  

WEEKLY ECONOMIC SUMMARY 

Consumer Price Index (CPI): Prices for consumers were reportedly 
losing steam in May, according to the Bureau of Labor Statis-
tics. While the headline month-on-month reading was in line with 
consensus of .1% increase, the yearly headline and core (less food 
& energy) components were both .1% lower than estimated, at 
1.8% and 2%, respectively. Rising food prices partially offset falling 
energy prices during the period, while airfare, housing, and medi-
cal prices rose. Prices for apparel have continued to slip, down 
3.1% year-on-year.  

Atlanta Fed GDP Now: The Federal Reserve Bank of Atlanta ad-
justed its estimate for 2nd quarter GDP from 1.4% to 2.1% on Fri-
day based on positive data on domestic retail sales and industrial 
production. The model also incorporated higher growth for per-
sonal consumption expenditure of 3.9% versus the prior estimate 
of 3.2%. The news is positive for the outlook on the US economy 
but ambiguous on its effect on the next policy decision by the Fed 
despite markets already pricing in multiple interest rate cuts.  

Consumer Sentiment: The preliminary results for the consumer 
survey conducted by the University of Michigan dropped to 97.9 
versus expectations for 98.4, for the month of June. Expectations 
of future conditions was the main culprit for dragging down the 
headline reading from May’s reading of 100.00, as this sub-index 
plummeted to 88.6 due to concerns regarding tariffs with Chi-
na. The 5-year expectations for inflation, watched by the Fed 
when considering interest rate policy, jumped .4% to 2.2% from 
the final May reading. This will perhaps combine with the higher 
estimate for GDP from the Atlanta Fed to stir some debate when 
the board members meet in the middle of the upcoming week.  

Other Managers 

HIM #9 —     100% fund   

HIM #1 — 100% fund           

HIM #29 — 100% fund  

HIM #22 — 33% Money Market/ 67% Rydex Nova   
 

HIM #25 — 100% Money Market  

HIM #8 — 100% trust 

HIM #10 — 2% into 50 holdings  

 

HIM #3 — 16.66% Invesco Money Market/ 33.34%  

            Franklin Income VIP Fund/ 16.67 Pro 

  funds Rising Rates/ 33.33% Mainstay   

  VP Mac kay Convertible   

HIM #20 — 22% Cash/ 15% ultra short bond/ 15%  

  ultra short bond/ 24% high yield bond/ 24% high 

  yield corporate bond  

HIM #12 — 100% treasury bond 

Dow Jones  -  Week Ending 

Tactical Fixed Income Model Allocations 
6/14/2019 

Current Model Allocations 

Data Source: Hanlon Investment Management 
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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 the 18-month performance of the iShares JP Morgan USD Emerging Markets Bond ETF 
(EMB), which struggled mightily in 2018 on an expected US dollar shortage due to quantitative tightening and steadily 
rising interest rates. EMB has recovered dramatically in 2019 despite recent EM equity weakness thanks, in part, to US 
Federal Reserve communications becoming more dovish. We currently have tactical and strategic exposure to EM 
bonds in appropriate Hanlon model allocations.  
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