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Bond Yields Are Often Negative After Inflation

The Pandemic Has Reshaped Consumer Spending
Some consumer categories have fared better than

others in the pandemic-stricken economy (e.g.,

online grocery, mobile payments, home

improvement, etc.). While consumer spending has

been temporarily boosted by Congressional stimulus

payments, troubled categories like airlines,

restaurants, and physical retail cannot fully recover

until a vaccine becomes widely available and social

distancing measures are curtailed. In the meantime,

a shadow lurks. Some of the consumer behavioral

changes in progress (e.g., a more durable increase

in spending on homes relative to other activities like

restaurants and travel) are likely to have lasting

effects beyond the pandemic. Consumers haven't

stopped craving entertainment, they're just pursuing

it by different means.

Negative real yields, which are bond yields after

deducting inflation, are driving gains across most

asset classes despite the COVID-19 pandemic. Since

United States Treasury bonds have negative yields

after accounting for inflation, investors are taking

more risk and bidding up the prices of corporate

bonds and stocks. Although long-term inflation

expectations have risen sharply, they are still low

on a historical basis. Bond investors frequently

compare the yield on the ten-year US Treasury bond

to the yield of the 10-year Treasury Inflation-

Protected Security (TIPS) to gauge inflation

expectations. Currently, the ten-year break-even in

the United States is approximately 1.6%, well below

the Fed’s target. Consequently, the Federal

Reserve is likely to maintain short-term interest

rates close to zero for several more years.

08/21/2020



Market Recap

Source: tomrichey.net

Banking on the Digital Wave

The Two Pillars of Economics
Fiscal and monetary policy may sound like fancy

terms or even a foreign language to many people.

However, these two concepts can be easily

explained and understood. Fiscal policy refers to

decisions made by Congress and the President of the

United States about taxes and government spending.

Fiscal policy is commonly associated with the

budget deficit or surplus (the difference between

government spending and its revenues). Monetary

policy refers to actions taken by the central bank to

ensure price stability, maximum employment, and

stable economic growth. The Federal Reserve

controls monetary policy in the United States. This

agency sets short-term interest rates and stimulates

financial markets by buying bonds in the open

market which is known as quantitative easing.

Successful coordination between fiscal and

monetary policy has greatly supported the economy

and prevented a depression during the COVID-19

pandemic.

Mobile payments have seen strong adoption in the

United States and have grown at an even faster rate

in Emerging Market economies across Africa, Asia,

and Latin America. Indeed, the global mobile

payments market is expected to more than triple by

2025. While countries like China and India do not

have a comparable infrastructure to more developed

Western nations, this has been an advantage in the

adoption of mobile payments. Thanks to the global

proliferation of connected devices and without the

‘burden’ of an extensive network of physical bank

branches, emerging market consumers have

essentially leapfrogged the traditional transition

process, migrating from generally under-banked to

mobile-empowered.
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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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