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Downward Earnings Revisions Are the Norm

2019 Earnings Outlook
With nearly 90% of companies in the S&P 500
reporting results for 4Q18 and providing
commentary on the year ahead, analysts have
begun to update their estimates to reflect
changing realities. While a majority of companies
beat both revenue and EPS expectations for the
fourth quarter, most have provided rather tepid
forward-looking guidance. As such, consensus
now expects overall earnings to decline modestly
(-2.7% y/y) in the first quarter before returning to
low single-digit growth for the balance of the
2019. Drilling down, those sectors with outsized
exposure to international markets (Technology,
Materials, Staples, and Energy) have experienced
some of the biggest negative earnings revisions.
Although there are many factors in play, a
persistently strong U.S. dollar and ongoing trade
tensions are likely culprits behind increased
uncertainty in the C-suite.

Analysts tend to be overly optimistic when
initially penciling in EPS estimates for a given
year, which is typically followed by downward
earnings revisions as the year unfolds. This type
of environment has been seen in 2019 thus far,
with analysts revising profit estimates by -4%.
Even though this may sound bearish, markets
tend to rise on an annual basis even when there
are downward earnings adjustments. Since 1989,
global stock markets have finished the year
higher than they started 15 times in this type of
environment, with a +7% average annual move in
the market, despite average annual downward
revisions of -7%. It’s also worth noting that
upward revisions to 2018 profit forecasts, largely
attributable to the one-time benefit from
corporate tax cuts, didn’t lead to outsized market
returns.
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Population Density in Canada

Retirement Planning Milestones
As individuals approach retirement, there are a
several milestones that provide an opportunity to
optimize assets and help ease the transition into
retirement. Some allow you to ramp up
contributions, while others can help smooth the
transition from an income replacement
standpoint (e.g., Social Security and Medicare
benefits). There are no one-size-fits all answers,
but planning ahead for these milestones can help
make for an easier transition (both financially
and emotionally) as retirees become more
dependent on their portfolios to fund their golden
years.

While Canada’s surface area is larger than the
United States, Canada’s population is merely 36
million people, or 11% of the U.S. population.
Additionally, approximately 75% of Canadians
live within 65 miles of the U.S. border. This is
due to multiple factors including harsh weather,
significant trade with the U.S., and the
Canadian Shield. For these reasons, Canada’s
biggest cities are located near the southern
border including Toronto, Montreal, and Ottawa
in the southeastern corner and Vancouver in the
southwestern corner. These areas are easily
accessible to the U.S. and are unaffected by the
Canadian Shield—land composed of a great deal
of rock and only a thin layer of soil, making
industrial development challenging. It seems
likely that Canadians will continue to crowd
around the border, as that is where much of the
economic opportunities exist.
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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.


