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Relative Valuations between U.S. and Non-U.S. Equities

House Republicans released their initial proposal

to revise the tax code last week. The plan

primarily focuses on reducing the rates paid by

corporations in order to increase global

competitiveness, as well as reducing the number

of tax brackets for individuals. In addition, the

proposal would double the current estate-tax

exemption of $11.2 million per married couple

and eventually repeal the estate tax altogether

beginning in 2024. However, the bill may be

challenging to pass in its current form given the

tug-of-war between various interest groups, and

several powerful constituencies have already

voiced their displeasure. The House hopes to pass

tax reform by the end of the year, with changes to

take place in 2018 and thereby reflected in tax

returns filed in early 2019. Considering that the

situation remains fluid, the potential positive

effects don’t appear to be priced into the market

just yet.

Proposed Tax Reform: Individual and Corporate

Following several years of strong returns, U.S.

stocks are currently priced at a meaningful

premium relative to their overseas counterparts.

While the U.S. equity market has substantially

outperformed its major international peer group

since the Global Financial Crisis, longer-term

return differentials between these markets are

more modest. The more recent divergence in

relative returns is mostly attributable to the fact

that economic recovery was slower to take root in

Europe and Asia. Despite recent trends,

economists continue to project that longer-term

returns should gradually converge as the cycle

matures. If that forecast proves accurate,

international stocks may represent an attractive

opportunity for patient investors.
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Daylight Savings Time: A Misguided Concept?

Monetary Policy and Business Cycle Implications

With a dual mandate focused on maximizing 

domestic employment and providing stable prices 

for consumers, the Federal Reserve plays an 

important role in curbing excesses and 

mitigating recessionary pressures throughout the 

economic cycle. The primary tool the Fed uses to 

influence the economy is its target interest rate 

policy (i.e. the price everyone pays to borrow 

money). However, the effects of any change in 

monetary policy typically lag implementation by 

12-18 months, after which a corresponding 

reaction plays out among leading economic 

indicators, earnings and economic growth, and 

eventually inflation. In essence, the Fed is 

perpetually aiming to smooth out the business 

cycle – implementing tighter policy when the 

economy begins to run too hot (thus curbing 

runaway inflation) and easing policy when signs 

of a slowdown surface (relieving the negative 

impacts on employment).

Daylight Saving Time (DST) as we know it was 

originally drawn up as an energy conservation 

effort during World War I, and became a national 

standard in the 1960s. The aim was to shift the 

number of daylight hours we get toward the 

evening – if the sun sets at 7 PM instead of 6 PM, 

we would theoretically spend less time with the 

lights on in our homes at night, creating a net 

savings in electricity usage. While the actual 

impact on energy use is debatable, it is worth 

examining the effects that either abolishing or 

permanently installing DST would have upon us. 

Permanent adoption of DST would significantly 

shift the distribution of daylight we receive from 

morning to evening (more late sunsets, fewer 

early sunrises) while abolishing DST would 

create a more even distribution. Many argue that 

evening light is more valuable than morning light 

– evidence shows that we engage in more leisure 

and exercise activities after work – suggesting 

that we may benefit if DST were to be 

permanently adopted.
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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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