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Consumers May Be Saving More, But They Are Also Spending More

Earnings Expected to Pick Up In 2H 2016

Current expectations put S&P 500 index earnings 

growth for the second quarter at -5.2%. This would 

make the fifth straight quarter during which the 

index has reported a year-over-year decline in 

earnings. However, analysts are calling for a 

recovery in the back half of the year, with third- and 

fourth-quarter earnings estimated at +1.1% and 

+7.4%, respectively. While a variety of lingering 

macro risks have loomed large over the market 

through the first half of 2016, the stronger 

trajectory of the dollar along with persistently lower 

oil prices (on a year- over-year basis) have been the 

driving forces behind flagging earnings numbers for 

the S&P 500.  With the dollar and oil both showing 

a measure of stability – if not improvement – it is 

not surprising that analysts are predicting better 

results looking forward. Over the next 6 months, 7 

of the 10 S&P 500 sectors are expected to report 

earnings growth. Leading the way are Materials, 

Utilities, Financials and Consumer Discretionary, 

while Energy and Telecom lag behind. However, the 

positive news for Energy is that the pace at which 

earnings are declining has slowed, in turn 

contributing to a broad improvement for the index 

on a relative basis.

The month of May witnessed a continued 

turnaround in consumer spending, notching a 

second straight month of gains. This rebound comes 

on the heels of a period of muted spending through 

the first quarter of 2016. The uptick points to a 

potential acceleration in economic growth during the 

second quarter and beyond, as consumer spending 

makes up about two-thirds of U.S. economic 

activity. Reasons for the recent shift in spending 

behavior include a lagged effect from lower oil and 

gas prices, alongside historically low borrowing rates 

that have helped homeowners save money through 

refinancing. The true implications of these figures 

will bear out over the next few weeks as second 

quarter earnings season gets under way.  Already, 

there has been a marked decrease in the number of 

downward guidance revisions, suggesting that 

improving consumer expenditures may be trickling 

through to company profits.
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Subject or Status: What Maximizes College ROI?

The yield curve is a simple way to measure 

economic expectations on a forward-looking 

basis. Essentially, the slope of the yield curve is 

determined by the difference between longer-

term interest rates and shorter-term rates. A 

steep yield curve indicates that LT rates are 

higher than ST on a relative basis, a sign that 

market participants expect economic activity and 

conditions to pick up in the future.  More often 

than not, the relative ‘steepness’ of the yield 

curve moves in tandem with ISM readings, a 

measure of economic activity. Today, however, 

while recent indicators seem to suggest that the 

economy is strengthening (extremely strong ISM 

and employment readings in June), the yield 

curve has flattened. This is driven, in part, by an 

increasing desire for safe haven assets such as 

treasury bonds in the face of global uncertainty 

(China, Brexit, e.g.). Even though domestic data 

is trending up, the market’s behavior has not 

kept pace, leading to a breakdown in the 

relationship between ISM readings and the 

spread between 10-year and 2- year rates. 

Yield Curve and Economic Indicators Telling Different Stories

Which is a stronger indicator of future earning 

potential: the college you attend, or the subject 

you study while there?  The research firm 

PayScale found that career earnings depend far 

more on a student’s field of study than on the 

prestige of the student’s alma mater.  Across a 

sample of 452 institutions, computer science, 

engineering, and math majors averaged the 

highest salaries, earning a 20-year annualized 

return of 12% on the cost of their college 

degrees.  Business and economics degrees 

delivered a strong 8.7% average return, while the 

average ROI was weaker for humanities, arts, 

and science students.  Although some degrees do 

afford a greater probability of financial success 

than others, the average college graduate aged 

25-34 can still expect to earn 70% more than his 

or her non-college educated counterpart (up 

from 22% in 1972).
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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.

http://www.harbourcapitaladvisors.com/

