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With stocks enjoying their largest annual 

advance of the past decade, much of the 

market‟s focus has shifted to 2014.  Market 

bulls suggest that stocks could keep rising, 

propelled by steady economic growth and low 

interest rates.  Bears counter with the view that 

stocks have become expensive and may be 

overdue to take a breather as the Federal  

Reserve begins the process of raising interest 

rates.  The S&P 500 is up 27% this year.  Since 

1927, there have been 23 years in which the 

S&P posted 20% or greater returns.  On 

average, the index‟s return the following year 

was 6.4%.  In only one of these years, a 20%-

plus annual gain was exceeded the following 

year (1997‟s 31% gain following 1996‟s 20% 

gain).  Six years saw back-to-back 20% gains. 

Data comparing today‟s expansion of the S&P 

500's price/earnings ratio against past years‟, 

coupled with a comparison of the performance 

within the current stage of the economic cycle, 

suggests 2014 gains of 6% to 9%.  Even market 

bulls anticipate lower returns that this year. 

Source:  Federal Reserve; Lombard Odier; The Economist 

U.S. Home Equity and Mortgage Debt 
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S&P 500 Performance in the Year Following a 20%+ Rise 

„Negative equity‟ exists when the mortgage on a 

house is greater than the value of the house 

itself.  U.S. homeowners, in aggregate, have 

experienced this phenomenon since late 2007.  

However, after 23 quarters, it may be coming to 

an end.  Home equity has increased in recent 

months, as home prices have strengthened and 

mortgage debt has declined (including forcibly 

through the cancelation of credit lines by 

banks).  This crossover is good for the economy.  

Net home equity is a key part of the „wealth 

effect‟ (as people feel richer, they spend more, 

spurring growth in a virtuous cycle).   One 

potential threat to the current trend would be a 

disorderly reaction to the end of the 

accommodative monetary policy.  Higher 

interest rates and tight mortgage borrowing 

could lead to home prices tumbling, sending 

homeowners back into negative equity. 



12/13/2013 

Market Recap 

Source:  Team Marketing Report 

Source: Standard& Poor‟s; Factset; J.P. Morgan 

  

The average cost for the smallest, least 

expensive draft beer served at NBA stadiums 

this season is $7.41.  That is an increase of 

4.7% from $7.08 per beer in 2012.  Minnesota 

sells the most expensive beer in the NBA; 

Timberwolves fans pay at least $9.50 for a beer.  

The least expensive beers can be found in 

Oklahoma City and San Antonio where fans 

can buy a beer for just $5.00 (albeit at smaller 

sizes).   If we adjust the cost according to the 

size of the beer, the most expensive beer is sold 

in New York, where the NY Knicks charge $0.73 

per ounce for their cheapest beer.  Oklahoma 

City, San Antonio, and Atlanta all offer a beer 

that costs $0.31 per ounce, the lowest in the 

NBA. 

S&P 500 Annual Returns and Intra-Year Declines 

Year-to-date, the largest drawdown (peak-to-

trough decline) of the S&P 500 is 6%.  This 

occurred earlier in the year, when the concept 

of “tapering” hit the press and the markets for 

the first time.  Even in years reporting strong 

stock performances, investors typically must 

stomach not-insignificant drawdowns to 

achieve their buy-and-hold returns.  If nothing 

rocks the market substantially over the next 

few weeks, this year will report the narrowest 

pullback since 1995.  Since 1980, the average 

market drawdown is 14.7%, which includes a 

few very significant years.  In 2008, the 

drawdown was 49%.  If we remove the five 

largest drawdowns of the period from the data, 

the average intra- year decline is almost double 

this year‟s level, at 11.5%. 

Beer Prices at 2013 NBA Games 



12/13/2013 

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/

