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In the third quarter, U.S. stocks picked 
up the pace once again, and the S&P 
500 rose 7.7%. The outperformance 
of U.S. stocks relative to virtually all 
other major asset classes is truly 

remarkable. Growth stocks with embedded expectations 
of strong revenue and earnings growth, such as 
Google and Amazon, continue to shine. The length of 
outperformance of “Growth”-style relative to its stodgier 
counterpart, “Value,” is of historic magnitude.

Looking back over a very long time horizon, Value has 
outperformed Growth. Naturally, some have begun to 
question whether the long-term “Value premium” has 
disappeared. Exposure to Value remains important, 
however. Growth stocks may become stretched and 
vulnerable to future economic downturns, when they 
may not meet their lofty expectations. A balanced 
approach will help mitigate the risk of over-exposure to 
one style relative to another.

Most of the attention in recent weeks in the media - the 
“financial-entertainment complex” - has been focused 
upon the actions of the Federal Reserve and the bond 
market. In September, the Fed raised its short-term 
interest rate target, as well as the interest it pays on 
reserves to member banks. This was the most recent of  
a series of clearly-telegraphed interest rate increases.

The Fed’s recent actions and expectations of more 
Fed target rate increases in the future have pushed 
up interest rates across the board. Bond prices move 
inversely with interest rates; so, as rates go up, bond 

prices fall.  In the third quarter, the price decline of the 
investment grade U.S. aggregate bond market almost 
precisely offset the interest income received for a total 
return of 0.0%. For the year, the U.S. bond market is 
down 1.6% as interest income (“coupons”) has been 
unable to completely offset the decline in prices. 

As the media focus on these short-term bond swings, 
they overlook the positive implications for bond 
investors of marginally higher interest rates. As short-
term bonds mature they will be reinvested at now-
higher rates. Likewise, interest income received will also 
be invested at those same higher rates. As a result, the 
outlook has brightened for future returns on bonds. 
The best indicator of five-year future returns on bonds 
is their current yield, which now stands at 3.4% for the 
aggregate bond index. Not so long ago, this number was 
far lower. Bond investors may feel a pinprick of pain 
now but they are receiving a pay increase for the future. 
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Please join us

Quarterly Investment Briefing
Wednesday, November 7, 2018

St. Joseph Conference Center/Holiday Inn
1208 East Douglas Rd • Mishawaka, IN 46545

Briefing begins at 4:00 p.m.
Hors d’oeuvres and cocktails to follow.

RSVP to RSVP@indtrust.com  
or call 574.271.3400

“…The outperformance of U.S. stocks 
relative to virtually all other major asset 
classes is truly remarkable.”

(continued on page 2)

All info contained herein is solely for general informational purposes. It does not take into account all the circumstances of each investor 
and is not to be construed as legal, accounting, investment, or other professional advice. The author(s) and publisher, accordingly, assume 
no liability whatsoever in connection with the use of this material or action taken in reliance thereon. All reasonable efforts have been 
made to ensure this material is correct at the time of publication.

More than just  
investment management.

From wealth management and financial 
planning to estate planning and trusts, 
Indiana Trust is dedicated to building 

wealth for you and your family,  
for generations to come.

Call your advisor to learn more about the  
many ways Indiana Trust can work for you.

Returns as of 9/30/2018 
Asset Class 3Q 2018 YTD

Equities
Large Cap US Equities (S&P 500) 7.7% 10.6%

Mid/Small Cap US Equities 
(Russell 2000) 

3.6% 11.5%

International Developed Market 
Equities (MSCI EAFE)

1.4%  -1.4%

Emerging Market Equities  
(MSCI Emerging Markets)

-1.1%  -7.7%

Fixed Income
Bloomberg Barclays U.S. 
Aggregate Bond Index

0.0%  -1.6%

BofA Merrill Lynch Municipals,  
3-7 years

-0.1%   0.2%

Alternatives
Real Estate (FTSE NAREIT Equity 
REITs Index)

0.8%   1.8%

Vera Z. Dwyer Charitable Trust Recognized as 
Platinum Sponsor of the 35th Annual Habitat for 
Humanity Carter Work Project
To learn more about the legacy of Vera Z. Dwyer and the impact 
this special gift will have in the Mishawaka/South Bend area, or 
the Habitat organization and Carter Work Project, reference 
the Habitat article, "A Legacy Lives on Through the Carter Work 
Project," at https://www.habitat.org/volunteer/build-events/carter-
work-project/2018/legacy-lives-on-through-carter-work-project

(continued from page 3)

Indiana Trust employees, family members and friends enjoyed contributing to 
the Carter Work Project.



It was a banner third quarter for U.S. stocks. The S&P 
500 is now up 10.6% for the year. Shares of Apple 
are up 34.6% for the year and Apple became the first 
company to reach the $1 trillion market capitalization 
threshold. Technology names in the U.S. market have 
been on a multi-year run. In September 2018, the  
U.S. Information Technology sector was valued at  
$6.3 trillion – on March 9, 2009, the entire S&P 500  
was valued at $5.9 trillion. Tech and Growth stocks  
have exploded since that time. 

As the composition of the tech sector has evolved 
over the last decade, Standard & Poor’s announced 
changes to its global economic sectors which comprise 
the S&P 500.  Several large-cap stocks, such as Google, 
Facebook, and Netflix, were reclassified to a new, broader 
“Communications Services” industry sector. As a result, 
the Information Technology sector moves from 26% to 
20% of the market. Communications Services will now 
represent roughly 10% of the market and will have more 
exposure to Growth-style names than in the past.

Developed economies’ stock markets have much lower 
technology-sector representation than the U.S. market. 
This, along with the unsinkable U.S. dollar amid global 
trade tensions, has led developed international markets 
to widely underperform the U.S. market in 2018. 
Developed international markets were only up 1.4% for 
the quarter and are slightly down for the year. 

Emerging markets stocks have also struggled in 2018 – 
quite a turnaround from a stellar 37% return in 2017. 
Emerging markets were down 1.1% for the third quarter 
and are down 7.7% for the year. The strong dollar, 
higher U.S. interest rates, and trade frictions between 
the U.S. and China continue to hinder emerging 
markets returns. Chinese stocks, representing roughly 
30% of the emerging markets index, were down 7.6% 
for the quarter. Shares of massive tech firms Tencent 
and Alibaba weighed on returns. 

The divergence in performance between international 
and U.S. stocks over the last six months has only been 
witnessed a handful of times over the last thirty years, 
with the last period of this magnitude in the mid 1990’s. 
As it is impossible to know when U.S. stock leadership 
will revert, maintaining a strategic allocation to 
international remains important from a diversification 
perspective. International equities have more compelling 
valuation metrics relative to U.S. stocks and remain an 
important opportunity set.

Portfolio Management Comments
Depending upon each client’s specific context, the 
investments team at Indiana Trust may, in coming 
months, make one or more of the portfolio modifications 
described below. Any changes to portfolios will be made 
with our clients’ tax, liquidity, and other circumstances 
in mind. These adjustments are based upon our 
expectations of risk and return across major asset classes 
and our continued focus on meeting our clients’ after-tax 
total return objectives:

• We will modestly shorten the duration of clients’ 
fixed income allocations. Given the Fed’s inclination 
to continue with its rate increases and with the 
understanding that the future path of interest rates 
is impossible to predict, Indiana Trust will lower the 
duration of the bond sleeve in client portfolios.

• We will increase passive allocations to U.S. large-cap. 
Mutual funds which track an index such as the S&P 
500 provide inexpensive and tax-efficient exposures 
to major asset classes. The increased weight on index 
funds will come from lower allocations to actively 
managed funds. Where we continue to utilize active 
management, we focus on low-cost, multi-manager 
vehicles for consistency of returns. 

• We will reduce allocations to Alternative strategies. 
While we continue to make a small allocation to low-
volatility, multi-strategy Alternatives, we will shift some 
of the current Alternatives portion to an ultra-short 
duration fixed income allocation.  

External sources:
Fidelity Investments, CMSG Weekly Market Update, “Sectors Are 
Shifting: The Impact of the New GICS Framework,” October 1, 2018
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Vera Z. Dwyer Charitable Trust Recognized as Platinum Sponsor 
of the 35th Annual Habitat for Humanity Carter Work Project
As Trustee of the Vera Z. Dwyer Charitable Trust, 
Indiana Trust Wealth Management acknowledges the 
generosity of the Dwyer Trust for its $500,000 Platinum 
Sponsorship of the 2018 Jimmy and Rosalynn Carter 
Work Project, which brought more than 2,000 Habitat 
for Humanity volunteers to our community to build 
and renovate homes for 41 families in Mishawaka and 
South Bend. Since 1984, President and Mrs. Carter have 
worked side by side with Habitat volunteers to build, 
renovate and repair over 4,000 homes in 14 countries.

David Kibbe, President & CEO of Indiana Trust Wealth 
Management, heads the Dwyer Trust Committee, which 
has the responsibility of funding and furthering causes 
championed by Vera Z. Dwyer during her lifetime.

On Friday, August 31, 2018, employees of Indiana Trust 
Wealth Management, along with business associates, 
friends and family members, volunteered at the 35th 
Annual Carter Work Project with Habitat For Humanity, 
at the Carter Work Project site in Mishawaka, Indiana.  
Kibbe addressed the entire Carter Work Project team 
at their morning breakfast gathering, as Indiana Trust 
staffers joined volunteers from around the globe -- not 
only to help build new homes, but also to help families 
and change lives by building better communities.

Welcome to the Indiana Trust Team
John DiMarzio
John DiMarzio joined Indiana Trust 
Wealth Management in September  
of 2018, as Network Administrator 
and Systems Analyst. John is 
focused on maintaining and 
building technology solutions  
to align with business strategies.

John earned a Bachelor’s Degree in Business Information 
Systems from Indiana Wesleyan University. He has 
spent over 23 years supporting and consulting in the 
Manufacturing, Financial and SMB Enterprise sectors.

John is active with his church, serving as a board 
member and leading youth programs.

Sara Wolfe
Sara Wolfe joined Indiana Trust 
in July, 2018, as Receptionist and 
Administrative Assistant for the 
Mishawaka office. 

Having previously worked in the 
travel industry, Sara has traveled 
extensively throughout North 

America, Central America and Europe. 

A graduate of Ivy Tech Community College with a degree in 
Office Administration, Sara also served a 3-year term in the 
United States Navy as an Ocean Systems Technician.

Active in her community, Sara currently serves as Co-Junior 
Warden and Lay Eucharistic Minister at her church.

David R. Kibbe, President & CEO, Indiana Trust Wealth 
Management, presents $500,000.00 Platinum Sponsorship 
check on behalf of the Vera Z. Dwyer Charitable Trust, to 
Jim Williams, Executive Director of Habitat for Humanity 
of St. Joseph County, in support of the 2018 Jimmy and 
Rosalynn Carter Work Project in Mishawaka, Indiana.

(continued on page 4)

Summary of the Announced Sector Composition Changes

Internet Companies 
(Facebook, Alphabet)

Home Entertainment Software 
(Activision, Electronic Arts)

Online Marketplaces 
(eBay)

Telecommunication Services
(AT&T, Verizon)

Media Industry Group
(Comcast, Disney)

Entertainment Streaming Companies
(Netflix)

Consumer 
Discretionary

Information 
Technology

Source: Fidelity Investments

Communication 
Services

Telecommunication 
Services
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