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Consumer Confidence Reaches New Heights

Earnings and Corporate Tax Reform

Consumer Confidence increased dramatically in 

November to 107.1, beating estimates of 101.5, 

and comparing favorably against a revised 

October reading of 100.8.  This is the highest 

reading since the Financial Crisis, and sits well 

above the long-term average of 93.5. Digging 

deeper into the numbers, it appears lower-income 

consumers have predominantly driven the 

increase over the last few months, a very positive 

development for the consumer economy given that 

a high percentage of consumers fall within that 

income level. This stands in contrast to the long-

term trend (from 2009 through 2015, Confidence 

of consumers with income above $50k rose 

significantly faster than Confidence of consumers 

earning less than $50k).  In November’s reading, 

while high-income Consumer Confidence 

remained below the high set in March 2015, low-

income Confidence reached a new cycle high. 

The current U.S. Corporate Statutory Tax Rate of 

35% ranks highest among all major developed 

nations, even though deductions and tax credits 

reduce today’s Effective Tax Rate of the S&P 500 

Index to 26%. Given that tax reform has been 

touted as a priority by Congress and the incoming 

Administration, it is worth examining the effect 

these proposed reforms may have upon earnings. 

The two most prominent proposals call for a drop 

in the statutory rate from 35% to 20%, or even 

15%. While these plans would, at the same time, 

narrow any discrepancy between the statutory 

and effective rates, the proposed tax cuts would, 

nonetheless, have a materially positive impact 

upon earnings. Using the current effective rate of 

26% as the base case, moving to a 20% rate 

would drive S&P 500 Earnings from $116 to 

$125. This scenario boosts EPS growth from an 

estimated 10% to 19% when measured against 

2016 S&P earnings.  Optimism around the 

potential for such reform has in part driven the 

market higher since election day. 
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Where Wages Stretch The Furthest

__

Thanksgiving E-Commerce Spending In Perspective

Where do workers get the most bang for their 

buck?  Interestingly enough, the average worker in 

a small Maryland community (California-

Lexington Park) anchored by a naval air station 

and several tech companies, wields more 

purchasing power (after factoring in the local cost 

of living) than the average worker in the San 

Francisco Bay area.  In nearby Silicon Valley (San 

Jose-Sunnyvale-Santa Clara, CA), however, the 

average salary is so high that it can withstand the 

area’s exorbitant cost of living, affording its 

residents the highest adjusted average wage in the 

country ($1,706 per week) by far.  Other cost-

effective cities include the greater Seattle, 

Houston, and Boston areas, which balance strong 

average wages with a reasonable cost of living.  

Contrastingly, in Ocean City, NJ, tourism inflates 

prices, eroding the value of the locals’ already-low 

average income, resulting in the nation’s lowest 

adjusted weekly wage ($590).

The Thanksgiving weekend is one of the busiest 

times of year for retailers, and marks the de facto 

kickoff of the holiday shopping season. The 

weekend shopping spree also highlights one of the 

biggest secular shifts in the U.S. consumer 

landscape, the growth of e-commerce. Online 

sales have consistently gained share from bricks 

and mortar as consumers increasingly prefer to 

by-pass hectic store lines and instead shop from 

the convenience of their couch.  In fact, recent 

surveys indicate that online purchases this year 

may surpass traditional store traffic for the first 

time. Overall U.S. e-commerce sales are expected 

to grow +15% year-over-year in 2016, well ahead 

of overall retail sales (excluding autos and 

gasoline) which are up a meager 4-5%.  Further, 

e-commerce sales now represent 14% of core 

retail sales versus just 5% one year ago.
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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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