
Market Recap 
Contribution to Global GDP Growth 

Bond-Fund Performance (May 2 to July5) 

Source:  Bridgewater Associates 

8/16/2013 

For the first time since mid-2007, the advanced 

economies of the U.S., Japan, and Europe are 

contributing more to growth of the $74 trillion 

global economy than the emerging nations.  

This leadership change may reshape world 

capital flows and upend forecasts that 

corporations had built around high hopes for 

business in emerging markets.  Among the 

forces driving the shift is a resurgent Japan 

that for years was stagnant.  Japan's economy 

expanded 2.6% on an annualized basis last 

quarter.  The U.S. economy is a secondary 

driver, producing steady, albeit tepid, growth.  

Finally, Europe's economy also expanded 

slightly in the latest quarter after a long 

recession.  At the same time, the emerging 

world's big players (Brazil, Russia, India and 

China) are experiencing declining growth rates 

after several years of stellar performance.  

The recent bond sell-off demonstrated the 

impact that rising rates can have on bond 

prices.  Bond investors were rattled in May and 

June amid fears that the Federal Reserve will 

begin to scale back its bond purchases, which 

are intended to hold down yields.  As the 10-

year Treasury yield jumped more than one 

percentage point to above 2.7%, long-maturity 

bond funds lost 7.5% in value (even after taking 

into account interest income).  In June, 

stunned by declines in value in what many had 

thought was a safe asset class, investors 

withdrew a monthly record of more than $81 

billion from fixed-income mutual funds and 

ETFs.  While selling one‘s bonds is one way to 

avoid further rate risk, investors should 

remember that fixed income still has a place in 

most investment portfolios. 
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The Economist offers insight into the world of 

rare and valuable items through its ‗Valuables 

Index‘.  The index includes 36% fine art, 25% 

classic cars, 17% coins, 10% wine, 6% stamps 

and 6% guitars and violins.  Since 2003, the 

index has increased 211% in nominal terms.  

By comparison, the MSCI World index, a stock 

benchmark of the developed economies, 

increased 147% (including dividends).  The top 

performing category is the classic car index 

which consists of 50 of the most valuable 

models compiled by the Historic Automobile 

Group.  Whereas the cost of purchasing and 

owning equities is negligible, valuables have 

high transaction costs and need to be insured, 

stored and maintained.  Illiquidity tends to be 

another issue; offloading a 1957 Ferrari is not 

easy.  Valuables may also lead to more 

enjoyment for investors; art can be admired, 

and vintage cars can be driven—albeit carefully 

(classic cars on average are driven only 80 miles 

a year). 

Investment Survey In a recent survey, investors were asked to 

reveal their top long-term investment choice.  

Respondents‘ most preferred investment was 

cash and cash-related investments, despite the 

fact that cash currently offers no yield and has 

been one of the worst performing asset classes 

over the last ten years.  Additional survey 

results indicated that respondents making six 

figures or more prefer stock (34%) and real 

estate (32%), while investors earning less than 

six figures favored cash (29%), real estate (23%) 

and precious metals (18%).  Cash investments 

were the choice of 32% of those with a high 

school education or less, compared to 24% with 

some college education and 19% with a college 

degree.  Women prefer cash investments 

slightly more than men (30% versus 21%), 

while men prefer stocks more than women (18% 

versus 11%). 
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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. 

http://www.harbourcapitaladvisors.com/

