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Negative Bond Yields Persist

The Tale of Two Stories Two prominent survey-based market indices,

the Consumer Sentiment Index and the

Purchasing Managers’ Index (PMI), have

diverged for much of 2019, a longer-than-usual

period of deviation. Consumers continue to be

optimistic about the U.S. economy, with

consumer spending—a key component of U.S.

GDP (roughly 70%)—driving solid growth for the

first half of the year. Contrastingly, businesses

are becoming more cautious, with concerns

about lingering global trade issues. Trade

conflicts are not only disrupting supply chains,

but causing businesses to reevaluate future

capital expenditures, and in some cases, cut

business spending. History suggests that the

two indices will revert at some point, however, it

remains to be seen whether that results from

businesses becoming more optimistic, or

consumers losing confidence in the economy.

One of the more unexpected byproducts of the

Global Financial Crisis has the been the rise of

negative-yielding debt. The notion that there is a

competitive market for an investment that

equates to lending a dollar today in hopes of

receiving 95 cents tomorrow is anathema to

economic logic. While this phenomenon was

initially driven by central banks desire to spur

incremental risk-taking amidst an unusually

low-growth environment, its persistence is a

reminder of the structural limits behind

monetary policy. The graying of most developed

country populations has only exacerbated this

challenge, making the economy more dependent

than ever on improving productivity to drive

sustainable growth.



07/26/2019

Market Recap

Source: Jumpshot

Source: Harbour Capital Advisors

Streaming Wars

Implications of Deflation

Deflation – potentially triggered by central

banks decreasing money supply - may lead to a

difficult, and perhaps dangerous, cycle for

businesses and consumers. When money supply

shrinks, the purchasing power of a dollar

increases, allowing this future dollar to buy

more goods than it previously could. This

encourages consumers to delay purchases of

goods until prices are adjusted for deflation.

With aggregate demand falling and the price of

goods decreasing, company sales and profits are

negatively impacted. Companies may be forced

to decrease wages and/or let employees go. This

deflationary scenario highlights the critical role

of the Federal Reserve in its efforts to maintain

balanced money supply.

As households continue to cut cable cords and

replace them with streaming platforms such as

Netflix, more media firms are rolling out original

streaming services in pursuit of a slice of the

pie. Because many of Netflix’s most viewed

shows aren’t originals, they are at stake of losing

the rights to these shows. Early next year,

Netflix will be forced to drop its most viewed

show, “The Office”, when NBCU moves the series

to its own platform. Disney has already pulled

much of its content from Netflix, with hopes of

bringing consumers over to its streaming

service, Disney Plus, which launches November

12. The good news is that consumers will have

an even greater choice of providers through

which to watch countless hours of entertaining

content.
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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.
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