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Inflation on the Prowl?

Labor Market Reflects Slowing Growth
The unemployment rate dropped to 3.5% in
September, reaching its lowest rate since 1969.
At the same time, wages continued to nudge
modestly higher at 2.9% year-over-year. These
trends are consistent with the latter stages of a
cyclical recovery in employment, as jobs growth
tends to slow while wages continue to rise.
Although most leading indicators suggest that
the economy is likely to sustain its ‘lower for
longer’ growth environment into 2020, the
employment picture will undoubtedly provide
some important clues if conditions deteriorate in
the months ahead. Historical data suggests that
a recession doesn’t necessarily cause a
considerable drop in employment levels, but it
does mean that companies tend to curb new
hiring. This then leads to a slowdown in wage
growth, which in turn puts pressure on
consumer spending.

Investors closely watch inflation for indications
of whether the Federal Reserve will be more
likely to increase or lower interest rates going
forward. While the markets are expecting at
least one more rate cut in 2019, there are
increasing fears of rate hikes in 2020 due to
creeping inflation, as core CPI rose 2.4% year-
over-year in September. Since the Federal
Reserve currently targets inflation of 2%
annually, some investors are concerned that
interest rates may increase sooner than is
warranted. However, Fed Chair Powell has
proposed that the unusually low inflation levels
of the past decade should be taken into
consideration along with the notional 2% target.
In order to avoid a reactive policy error, he has
suggested that the inflation target can be
exceeded for some time in hopes of obtaining a
more balanced perspective amidst a changing
economy.
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The Market for Second-Hand Goods is Taking Off, Online

The Math Behind Breaking Even
Calculating investment returns on a percentage
basis can be somewhat counterintuitive. For
example, an investor has $100 to invest in the
market at the beginning of the year and decides
to purchase one share of ABC Corp for $100.
Over the next three years, the stock delivers
annual returns of -20%, +20%, and +20%,
sequentially. The investor arithmetically
calculates the return over the life of the
investment and concludes that his cumulative
return is +20%. At first glance, this may seem
correct, but it’s not. Based on the annual
returns, the investment would be worth just
over $115 after Year 3—arriving at a 15.2%
return over the full holding period. The way the
math works, as losses get larger, the percentage
return necessary to recover to breakeven
increases at an accelerated rate, meaning as
losses increase, it becomes exponentially more
difficult to get back in the black.

In the past, buying second-hand luxury goods
online was a dicey proposition at best. It wasn’t
uncommon to encounter “too good to be true”
prices for knock-off goods with dubious return
policies. Thanks to start-ups such as The
RealReal and Poshmark, modern consumers
have a more reliable means of accessing the
secondary market for apparel and accessories.
These companies have rolled out online
marketplaces for authenticated luxury
consignment and employ teams of professional
brand authenticators. Motivated by the
perception of a superior price/quality ratio,
consumers can seamlessly sift through
thousands of luxury products with complete
price transparency and comfortably purchase
used luxury products on the cheap. Indeed,
many buyers feed the habit by becoming sellers
as well.
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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.


