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Rocky Road Ahead?
From my seat, the key driver to the stock market
game appears to be the outlook for growth. As in
what the growth rates for both GDP and
corporate earnings will be once we get beyond
comparisons to the economic shutdown phase.

As I wrote last time, growth is likely peaking due
to the fact that current rates of growth have
been "juiced" by all kinds of stimulus and the
reopening of the economy. Thus, they are simply
unsustainable.
The real key will be what growth looks like AFTER
we get past the reopening, the stimulus, the
supply chain issues, etc. I'm of the mind that we
continue to see "solid growth," which I'll define
as a growth rate above where it was prepandemic. This would likely create an
environment for which stocks could continue to
look ahead with an optimistic bent.
However, should growth stumble for some
reason, well, some "corrective action" might
need to occur. What could cause growth to
stumble, you ask? All kinds of things such as a
resurgence of COVID, persistent inflation, an
external event, etc.

mashup of all 1-year seasonal cycles, 4-year
Presidential cycles, and 10-year decennial cycles
back to 1928.
As I've mentioned a time or twenty, while I do
use the Cycle Composite as an input to some of
my models, I do NOT make investment decisions
based on what the composite projection
suggests will happen next.
But I wanted to focus on the cycle composite
again this week for two reasons. First, the S&P
500 continues to be almost completely in sync
with the composite's projection this year.

While I realize that I've spent a fair amount of
time on the historical cycles this year, I'd like to
again review how the market is faring relative to Click here to read more.
the projections from Ned Davis Research's Cycle
Composite. To review, the Cycle Composite is a
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"Keep on going, and the chances are that you will stumble on something, perhaps when you are least
expecting it. I never heard of anyone ever stumbling on something sitting down."

-- Charles F. Kettering

Taking a comprehensive look at the overall current stock market
In a truly diversified portfolio, the portfolio’s assets are spread across several asset classes, so that the portfolio’s
total return is determined by the performance of all of the positions in combination – not individually based on one
asset type. While diversification does not ensure a profit or guarantee against loss, it can help mitigate the risk and
volatility in your portfolio.
The chart below illustrates the performance of major indices, including 2 Bond indices (DBLTX and AGG), 1 Equity
index (SPY), 1 Balanced index (VBINX), and 1 Multialternatives index (MSTVX). The chart also illustrates the
performance of 2 balanced portfolios combining both a Bond index (AGG) – the portfolio with the lower exposure
to equities (40%) and higher exposure to bonds (60%) would generally be considered more conservative than a
portfolio with higher exposure to equities (60%) and lower exposure to bonds (40%).
A hypothetical portfolio consisting of an equal weighting to all of the examples shown below would be 3.86% year
to date.
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YTD

Morningstar Alternatives Fund (MSTVX)

▲

3.15%

IShares US Agg Bond ETF (AGG)

▼

-0.78%

DoubleLine Total Return Bond Fund (DBLTX)

▲

0.81%

40/60 S&P 500/ IShares AGG

▲

6.86%

60/40 S&P/ IShares AGG

▲

10.69%

Vanguard Balanced Index Fund (VBINX)

▲

2.44%

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
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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 variable 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.
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they are properly registered or exempt from registration requirements. Insurance and annuity products are sold separately through Horter Financial Strategies,
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Dow Jones - Week Ending
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WEEKLY ECONOMIC SUMMARY

Global Equities: US equities rallied hard despite a

Leading Indicators Improve: The Conference Board

sharp drop to begin the week stemming from more
weakness in mortgage originations and pessimism
regarding the supposed bipartisan infrastructure deal.
The Nasdaq Composite Index rebounded the most after
the relative underperformance from the prior week,
finishing the week up by 2.8%, while the Dow Jones
Industrial Average (DJIA) and the S&P 500 Index gained
1.1% and 2.0%, respectively. Emerging market equities
lagged both on relative and absolute basis as the iShares
MSCI Emerging Market ETF fell by -2.0% on the week.
Developed international performed mostly in line with
the DJIA, +1.2%.

Leading Economic Index improved by 0.7% to 115.1 in
June, though the increase shows a deceleration from the
prior jumps of 1.2% and 1.3% from May and April,
respectively. The report paints an optimistic picture of a
continued recovery, as only housing permits and average
workweek negatively impacted the result. The other
components that showed improvements for the month
were unemployment claims, manufacturers’ new orders
for consumer goods, ISM new orders, manufacturers’
new orders for nondefense capital goods (exc. Aircraft),
stock prices, the leading credit index, the interest rate
spread, and consumer expectations for business
conditions.

Fixed Income: US Treasury interest rates were volatile
during the week and were on track to continue the
recent tumble until rising in the back-half of the week to
end only slightly lower. The 10-year Treasury Note
finished the week near 1.28% after hitting an intraday
low of 1.14%. Broad bond indices finished the week with
decent gains, led by a 0.6% return from the iShares iBoxx
US Investment Grade Corporate Bond ETF (LQD). Refinitiv
Lipper reported net outflows of nearly -$1.2B from
investment grade corporate bond funds during the week
ended 7/21, however.

Flash PMI Mixed: The Purchasing Managers’ Index
(PMI) Flash preliminary July reading showed a surprise
reduction in the pace of expansion, as it came in at 59.7
versus the prior 63.9, according to HIS Markit. This was
fueled by a slowdown in the Services index from 64.8 to
59.8, and while anything above 50 indicates expansion,
the surprise drop is unwelcome to our economy that is
heavily reliant on the services sector. Inflation and
capacity issues are still weighing on decision makers,
whose optimism about the year ahead dropped to the
lowest level year-to-date.

Commodities: Oil prices rebounded well after tanking
on Monday following the OPEC agreement to phase out
self-imposed production cuts. Demand is expected to
continue to rebound, however, despite rising COVID
cases in Asia and recently rising crude oil inventories in
the US. The West Texas Intermediate crude benchmark
ended the week 0.5% higher, just above $72/bl after
hitting a low below $66 on Tuesday. The international
Brent Crude benchmark performed similarly, and ended
the week slight above $74/bl.
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2nd Quarter Earnings: Earnings season is starting to
heat up as several companies reported surprising results
for the 3-months ending June 30th. American Express
(AXP) spiked to a new all-time high after it crushed
expectations on spiking payment volumes and a release
of credit loss reserves that helped lift earnings by 866%
and revenue by 33% from a year ago. Shares of Intel
Corp. (INTC) dropped despite growing its own PC unit
sales by 33%, after announcing cautionary guidance on
margins going forward. Shares of Johnson & Johnson
(JNJ) climbed near all-time highs after a big jump in sales,
with expectations for $2.5B in sales this year for its
COVID19 vaccine. While only 8% of the S&P 500 have
released earnings, so far, over 85% of those companies
exceeded expectations.
Click here to read more.

