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Fed Dot Plot Disconnected From Investor Expectations

In an environment characterized by low levels of 

inflation and accommodative monetary policy, 

investor sentiment remains largely positive as 

companies begin to report earnings for the third 

quarter of 2017. Although analysts have lowered 

near-term expectations due to a particularly 

destructive and disruptive hurricane season, 

improving economic conditions around the world 

are likely to buoy corporate profit growth in the 

months ahead. Given the relatively full valuation 

levels in the market, continued stock appreciation 

will be dependent on sustained earnings growth if 

the current bull run is to persist. Of course, in a 

constantly evolving world, economic forecasts are 

also subject to change.  For example, successful 

passage of U.S. tax reform would provide an 

incremental tailwind to stocks, while unexpected 

strength in the U.S. dollar would likely pressure 

corporate profits. The upcoming holiday season 

will be an important gauge of how comfortable 

consumers truly feel about the future.

A Ripple in the Rising Tide of Earnings?

The Federal Reserve held short term interest 

rates steady in a 1% - 1.25% range at the 

September meeting, as expected, but reiterated 

its intent to hike rates once in December and 

three more times in 2018. While the decision not 

to hike in September was widely anticipated by 

investors, the status of the ‘Dot Plot’ graph – or 

future increases - was less certain. The Dot Plot

reflects FOMC expectations for short term rates 

at the end of a given year (and the number of 

hikes required to reach that level), as compared 

to the views of investors.  Today, with inflation 

running well below the Fed’s 2% target, 

investors do not believe the Fed will hike rates 

as many times as has been projected. The Fed, 

on the other hand, believes this year’s weakness 

in core inflation is only temporary, leading to 

rate increases through 2018.  Inflation data will 

be a critical determinant and may serve as a 

strong tailwind to the market if it remains low.
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The Dawning of the Age of Electric Vehicles

The Significance of PMI Surveys The Purchasing Managers' Index (PMI) is an often-

referenced indicator summarizing the economic 

health of the manufacturing sector. The PMI is 

based on five major indicators: new orders, 

inventory levels, production, supplier deliveries, 

and the employment environment. While 

manufacturing is a smaller percentage of the U.S. 

economy than it used to be, PMI data remains a 

reliable leading indicator of future economic 

activity given that manufacturing is at the front 

end of the of the supply chain.  An uptick in 

manufacturing often occurs because firms project 

rising consumer demand, stimulating growth not 

only in manufacturing, but also in distribution. 

Put simply, monthly PMI readings offer insight 

into changing economic activity trends – changes 

that eventually flow through to earnings data and 

have significant effects upon the overall 

performance and underlying sector performance of 

equity markets.

Last Monday, GM made a landmark 

announcement by introducing two new fully-

electric models in 2018, to be followed by 18 more 

by 2023. GM joins a larger group of automakers 

vowing to move away from gasoline- and diesel-

powered vehicles, including Volvo, Aston Martin, 

and Jaguar Land Rover. Recently, sales of electric 

vehicles have surged, with the number of vehicles 

on the road rising more than 60% from 2015 to 

2016 according to data from the International 

Energy Agency. While the growth has been 

staggering (78% annualized growth since 2012), 

electric vehicles still represent only 0.2% of light 

duty vehicles. Future growth will be driven by 

government initiatives (e.g. the Electric Vehicle 

Initiative, a multi government program calling for 

30% market share by 2030) and a wave of 

consumer excitement spawned by the 

introduction of sleek and affordable electric cars 

such as the Tesla Model 3.
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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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