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The Ebb & Flow of Business Risks

Fed Rate Movement Probabilities 
The FOMC met this week and as largely expected,
rates were left unchanged. Markets are no longer
anticipating any rate hikes this year, and the
probability of a rate cut is actually becoming
more likely. These probabilities are derived from
Fed funds futures contracts, which are essentially
securitized bets on where rates will be at a given
time in the future. The biggest incremental
change from the Fed was its updated dot pot—a
chart that conveys the range of future interest
rate projections from the Board of Governors.
There was a positive structural shift in the plot,
hinting at no more rate increases this year and
potentially one in 2020. Just because the market
isn’t expecting a hike doesn’t mean there won’t be
one, however, as some market participants still
believe that the Fed remains keen for more
ammunition in the event of a recession.

Quarterly earnings conference calls provide an
opportunity for corporate executives to update
investors on recent results and provide context on
the current business environment. Although key
topics understandably vary from company to
company and industry to industry, gathering
data for all companies in the S&P 500 reveals
some common themes, particularly when it comes
to business risk factors. Based on recent political
developments, it comes as no surprise that tariffs
concerns have trended higher as the uncertainty
they breed has the potential to become a very real
headwind to business activity. Indeed, the
adverse impact of rising input costs has similarly
been flagged more often, as trade-sensitive
industries (such as Autos) struggle to navigate
shifting cross-border conditions.
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Ten Years Later

Hedge Fund Correlations 
Hedge funds tend to market themselves as
coming in many different shapes and sizes, with
strategies ranging from traditional long/short
equity (where bets are made both for and against
different securities) to macroeconomics and
quantitative approaches. Compared to more
traditional asset classes, hedge funds’ basic
advantage is that a more flexible structure
affords them the opportunity to deliver superior
risk-adjusted returns. However, the overall
category has delivered disappointing returns over
the past 10 years, and high correlations between
various hedge fund sub-categories (and equities
too) suggest that their diversification benefits
have also been rather limited. With fee structures
typically well above those of more traditional
investments (which raises the hurdle for
outperformance on a net of fee basis), investors
need to be thoughtful about which strategies and
managers they choose to compliment a broader
portfolio.

The current bull market just had its 10-year
anniversary, returning over 300% from the
bottom in March of 2009. A variety of asset
classes have generated attractive returns over
the current economic expansion, and despite
their relative blandness, U.S. stocks delivered
some of the highest returns. Still, while stocks
proved a superior financial investment, there are
some things they don’t provide. Whether waking
up to the gentle sea breeze in a Bay Area condo,
waxing a 1966 Shelby Cobra, or dabbling into a
personal wine collection to celebrate an
anniversary, the satisfaction derived from more
tangible investments can be difficult to quantify.
Stocks and bonds may be the bread and butter
of most portfolios, but every now and then a
little spice is nice!
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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.


