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2018: Continued Momentum, Tempered by Creeping Risks

2017: A Rising Tide Lifts All Boats

Looking ahead to 2018, market strategists are
expecting further upside for equities following a
strong 2017. The average year-end S&P 500 price
target currently stands at 2883 (+7.8%), while
corporate profits are expected to grow
approximately +11%. Sustained global growth
and an ongoing earnings recovery, two pillars of a
positive fundamental narrative in 2017, are
expected to remain on trend in the year ahead.
U.S. tax reform is another notable tailwind, and
is expected to boost S&P 500 earnings by 7-10%
in 2018, although it remains to be seen how
companies will spend this windfall. There is also
some concern around valuation levels, as the
potential for a faster Fed tightening cycle, profit
margin pressures from higher wages and
geopolitical tensions could emerge as headwinds
to forecast market returns.

Equity markets showed remarkable strength in
2017, with U.S., Developed International and
Emerging Markets stocks all outperforming
historical averages. All three major U.S. indices
moved consistently higher throughout 2017, and
the S&P 500 did not suffer a 5% drawdown at
any point during the year. The most widely
acknowledged driver behind the rally was a
synchronized acceleration in global growth, which
set the table for an earnings recovery across all
geographies. While a Fed tightening cycle remains
in motion, easy financial conditions and
abnormally low inflation across the globe
provided further tailwinds for risk assets.
Emerging Markets were the strongest performing
region, and 2017 marked the first time since
2012 that either Developed International or
Emerging Markets stocks outperformed the U.S.
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Holiday Spending on the Rise

Trends in Stock Ownership
The S&P 500 ended the calendar year on a high 
note, continuing its almost nine-year advance 
from March 2009. During that period, the S&P 
500 has increased by approximately 299%, just 
barely below the 302% increase which occurred 
during the greatest cyclical bull market of 1990-
1998. Despite these impressive gains, the 
economic impact of the rising stock market has 
been less broad-based, primarily due to changing 
stock ownership dynamics. During the 1990s, 
direct and indirect (i.e., retirement plan) stock 
ownership among U.S. households increased by 
approximately 20%, peaking at 52% in 2001. 
Economic growth and consumer confidence were 
generally strong during this period. Since that 
time however, stock ownership has modestly 
declined, with current levels at only 49%.

The holiday shopping season of November and
December is a critical period for many retailers,
as it can account for as much as 30% of annual
sales for some shop owners. In addition to these
uneven seasonal dynamics, many retailers also
face secular headwinds from the ongoing
consumer shift away from traditional brick-
and-mortar shopping to e-commerce. Despite
this, retailers enjoyed their strongest holiday
season in six years, helped by favorable
economic trends, including rising consumer
confidence, declining unemployment and
improved wage growth.
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Contact:  If you have any questions or comments, please do not hesitate to contact us at 703.992.6164.  For more information about Harbour
Capital Advisors, please visit our website at www.harbourcapitaladvisors.com.

Disclosure:  Harbour Capital Advisors, LLC (“HCA”) is an SEC-registered investment adviser located in McLean, Virginia. HCA and its 

representatives are in compliance with the current filing requirements imposed upon SEC-registered investment advisers by those states in which 

HCA maintains clients.  HCA may only transact business in those states in which it is registered or qualifies for an exemption or exclusion from 

registration requirements. A direct communication by HCA with a prospective client shall be conducted by a representative that is either registered 

or qualifies for an exemption or exclusion from registration in the state where the prospective client resides.  For information pertaining to the 

registration status of HCA, please contact the SEC or the state securities regulators for those states in which HCA maintains a notice filing. A copy of 

HCA’s current written disclosure statement discussing HCA’s business operations, services, and fees is available from HCA upon written request. 

HCA does not make any representations or warranties as to the accuracy, timeliness, suitability, completeness, or relevance of any information 

prepared by any unaffiliated third party and takes no responsibility therefor. All such information is provided solely for convenience purposes only 

and all users thereof should be guided accordingly.  Past performance may not be indicative of future results. Therefore, there can be no assurance 

(and no current or prospective client should assume) that future performance of any specific investment or investment strategy (including the 

investments and/or investment strategies recommended or undertaken by HCA) made reference to directly or indirectly by HCA will (i) be suitable or 

profitable for a client or prospective client’s investment portfolio or (ii) equal the corresponding indicated historical performance level(s). Different 

types of investments involve varying degrees of risk.  Historical performance results for investment indices and/or categories generally do not reflect 

the deduction of transaction and/or custodial charges, the deduction of an investment management fee, or the impact of taxes, the incurrence of 

which would have the effect of decreasing historical performance results.  The material contained herein is provided for informational purposes only 

and does not constitute an offer to buy or sell or a solicitation of an offer to buy or sell any option or any other security or other financial 

instruments.  Certain content provided herein may contain a discussion of, and/or provide access to, HCA’s (and those of other investment and non-

investment professionals) positions and/or recommendations as of a specific prior date. Due to various factors, including changing market 

conditions, such discussion may no longer be reflective of current position(s) and/or recommendation(s). Moreover, no client or prospective client 

should assume that any such discussion serves as the receipt of, or a substitute for, personalized advice from HCA, or from any other investment 

professional. HCA is neither an attorney nor an accountant, and no portion of the content provided herein should be interpreted as legal, 

accounting, or tax advice.  The tax information contained herein is general in nature and is provided for informational purposes only.  HCA does not 

provide legal, tax, or accounting advice.  HCA cannot guarantee that such information is accurate, complete, or timely.  Laws of a particular state or 

laws which may be applicable to a particular situation may have an impact on the applicability, accuracy, or completeness of such information.  

Federal and state laws and regulations are complex and are subject to change.  Changes in such laws and regulations may have a material impact 

on pre– and/or after–tax investment results. Rankings and/or recognition by unaffiliated rating services and/or publications should not be 

construed by a client or prospective client as a guarantee that he/she will experience a certain level of results if HCA is engaged, or continues to be 

engaged, to provide investment advisory services, nor should it be construed as a current or past endorsement of HCA by any of its clients. Rankings 

published by magazines, and others, generally base their selections exclusively on information prepared and/or submitted by the recognized adviser.


