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The current yields on 10-year sovereign debt for 

most of the largest economies in the world 

remain low.  Seven of the ten lowest yields are 

reported by G8 nations, with the notable 

exception of Russia.  Japan currently has the 

lowest 10-year yield at 0.61%, while Brazil has 

the highest with a yield of 12.6%.  The U.S. 

reports the 8th lowest yield of the 24 countries.  

While U.S. Treasuries are regarded as the safest 

investment in the world, 10-year yields in the 

U.S. are more than 100 basis points (bps) 

higher than 10-year yields in Germany and just 

50 bps lower than 10-year yields of Spanish 

debt.  While 2014 was a year in which fixed 

income was projected to once again 

underperform equities, thus far the opposite 

has been true.  In every major country, long-

term sovereign debt yields are lower now than 

they were three months ago, driving prices of 

the bonds higher.    
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S&P 500 12-month Forward P/E Ratio  
With stock prices hovering around all-time 

highs, investors  have become increasingly 

concerned with equity valuation levels.  Based 

on a historical comparison, the current price-

to-earnings ratio for stocks is expensive.  This is 

because stock prices have risen faster than 

company profits have grown.  Currently, the 

price-to-forecasted 12- month earnings ratio of 

the S&P 500 is 15.2.  This P/E ratio of 15.2 is 

above the prior 5-year average forward 12-

month P/E ratio of 13.2, and above the prior 

10-year average of 13.8.  The last time that this 

ratio hit this level was prior to the financial 

crisis.  Although current readings are cause for 

discussion, valuations could certainly continue 

their ascent.  Ideally, stocks will not fall in 

order for valuations to revert to their means; 

but, rather, earnings will catch up.    

10-Year Sovereign Yields for Largest Countries 
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The median work arrival time in the U.S. is 

7:55 a.m., with most workers arriving in a 

range between 7:00 a.m. (25%) and 9:15 a.m. 

(75%).  New York starts later (8:24) than any 

other U.S. city.  Cities with later evening hours 

fall roughly into three categories: 1) cities with a 

lot of young, creative professionals (New York, 

San Francisco and Boston), 2) college towns, 

and 3) cities associated with tourism and 

gambling (Atlantic City, Orlando, and Miami).  

The city with the earliest median workday start 

(7:01 a.m.) is Hinesville, GA, home to Fort 

Stewart.  Military metros and areas which rely 

on agriculture account for a number of the 

earliest-to-work communities.  The Midwest 

also tends to start their workday earlier - St. 

Louis begins at 7:50; Omaha (7:48); Kansas 

City (7:51) and Milwaukee (7:51).  In general, 

highly populous areas begin working a little 

later than the rest of the country.  Washington, 

D.C., starts work at 8:07 a.m. and three-

quarters of the workforce is in by 9:14. 

Economic and Market Cycles  
Recently, stock investments have rotated into 

traditional late-cycle sectors.  For the 90 days 

prior to the April high, Utilities, Healthcare and 

Energy led the market.  This trend was coupled 

with weakness from early-cycle sectors such as 

Consumer Discretionary, Financials and 

Technology.  It is discouraging to see the 

market being led by Utilities because it 

indicates that investors are becoming more 

defensive.  While it is premature to suggest that 

we are now in a “market peak”, an examination 

of prior peaks shows that underperformance in 

Consumer Discretionary stocks, combined with 

outperformance in Utility stocks, signaled 

future market weakness.  In those instances, 

investors moved into Utilities, Staples, Health 

Care and Energy, while Financials, 

Discretionary and Technology came under 

pressure.   
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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.  CIRCULAR 230 DISCLOSURE: To comply with Treasury Department regulations, we inform you 

that, unless otherwise expressly indicated, any tax information contained herein is not intended or written to be used, and cannot be 

used, for the purpose of (i) avoiding penalties that may be imposed under the Internal Revenue Code or any other applicable tax law, or (ii) 

promoting, marketing, or recommending to another party any transaction, arrangement, or other matter.  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. 
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