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An analysis of the contributions to GDP 

highlight the vulnerability of our economy to 

rising interest rates and a weaker job market. 

Recent increases in both home values and the 

stock market have had a positive influence on 

consumers’ willingness to spend (known as the 

“wealth effect”).  Consumer spending is critical 

to the U.S. economy as it accounts for 2/3rds of 

economic activity.  Further, in the wake of 

shrinking government spending and reasonably 

flat investment, growth in real GDP in 2013 has 

been spurred solely by changes in 

consumption.  Barring true growth in 

household incomes, any rise in interest rates 

would limit consumption and slow GDP growth.  

This fear was central to the Fed's actions to 

defer tapering and has led to an extended 

forecast for very low interest rates.  Likewise, 

forecasts for GDP growth remain below 3% for 

the next several years.   

For decades the US has enjoyed certain benefits 

from the Dollar’s status as a reserve currency. 

Chief among these benefits is reduced interest 

costs as reserve status reduces the interest rate 

on US Treasury securities. In a recent editorial, 

Xinhua, China’s press agency, called for a new 

reserve currency to replace the US Dollar. The 

anti-American political statement of the 

editorial is unmistakable, and so too is China’s 

effort to broaden use of its own currency, the 

Yuan, in international trade. The People’s Bank 

of China recently established a currency swap 

line with the European Central Bank to settle 

trade invoices in Yuan, bypassing the need to 

swap for US Dollars. While we expect China to 

further broaden use of the Yuan, the US Dollar 

remains approximately 62% of world currency 

reserves. The US Dollar also accounts for 87% 

of daily global foreign exchange (two currencies 

are involved in each transaction, thus the sum 

of the percentage shares of individual 

currencies totals 200% instead of 100%).   
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Despite rising home prices and strong stock 

market results, charities are extremely 

concerned that 2013 giving may be hampered 

by a reduced season (there is one less week 

between Thanksgiving and Christmas) and 

continued worry over jobs and the U.S. 

economy.  Further, many nonprofits which are 

reliant on federal funding have been hit hard by 

budget cuts, placing additional pressure on the 

need to attract individual donors.  Charities are 

aggressively using social media and online 

giving tools in order to make giving easy and to 

stay in front of a wide network of donors on a 

daily basis.  In addition, charities hope that 

investors will capitalize on the year-to-date 

growth in the stock market by making more 

2013 donations in the form of low-basis 

securities.  Such a gift allows the donor to avoid 

paying capital gains taxes on the appreciation 

of his stock and results in a larger donation to 

the nonprofit.     

Annual Inflow into Equity Mutual Funds and ETFs Investors are on track to contribute the most 

money into stock funds since the period leading 

up to the technology bubble of 2000.  Through 

October 25th, investors have poured $277 

billion into stock-based mutual funds and 

exchange-traded funds.  In 2000, $324 billion 

went into these funds.  Even with the Dow and 

S&P 500 at all-time highs, investors continue to 

pile into stocks.  Inflows for October reached 

$50 billion, making it the fifth-largest monthly 

inflow on record.  This follows the top two 

recorded months of inflows (also in 2013): 

$66.3 billion in January and $55.3 billion in 

July.  Meanwhile, investors have been pulling 

money out of bond funds at the fastest clip 

since 2000. Mutual funds and ETFs that invest 

in bonds have reported an outflow of $31 billion 

so far this year, nearly equaling the $50 billion 

withdrawn from bond funds in 2000. 
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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/

