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Fed Rate Moves’ Impact on U.S. Dollar

Increase In Bottom-Up EPS Projected for 2016

Currency traders have been betting that the 

dollar will appreciate as the Fed raises rates 

while other central banks are lowering them.  

However, recent softer-than-expected economic 

data may have ended that bet.  The value of the 

dollar moved lower this week as investors 

tempered their expectations for additional Fed 

interest rate increases this year.  Fed fund 

futures now predict only an 8% likelihood of a 

rate increase at the Fed’s March policy meeting.  

This is down from 34% before the Fed’s January 

meeting just three weeks ago.  More 

significantly, this selloff in the dollar has 

occurred even as the European Central Bank 

indicated that it may need to lower rates sooner 

than expected, and as Japan’s central bank 

surprised markets by cutting some rates below 

zero for the first time in history.  The level to 

which the dollar is being swayed by projected 

Fed moves – with apparent total disregard for all 

other central banks’ policies – is unusual. This 

suggests that if rate hikes stall or reverse the 

dollar may continue to fall regardless of actions 

taken by other central banks.

On December 31st, the consensus 2016 bottom-

up EPS projection for the S&P 500 was $126.94.  

This figure represents an aggregate of analysts’ 

estimates of corporate earnings (per share) for 

all the companies in the S&P 500 Index.  If this 

projection for 2016 holds true, corporate 

earnings will increase again over 2015 levels and 

set another record. Looking back over the last 

15 years, these projections have proven to be 

relatively accurate.  In fact, the average 

difference between the bottom-up EPS estimate 

at the beginning of the year and the actual EPS 

at the end of the year has been +7.5%. 

Excluding the three years during which earnings 

dramatically underperformed (2001, 2008, and 

2009), the average difference between the 

beginning of the year estimate and the final 

number was only .7%.  With this level of 

consistency, it is reasonable to be optimistic that

corporate earnings will improve in 2016.
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Thanksgiving is, of course, the biggest day for 

poultry consumption in the United States;  

however, Super Bowl Sunday is a strong second 

place.  Chicken wings have become a staple food 

of Super Bowl parties, and, historically, demand 

spikes dramatically in the week leading up to 

the Big Game.  Americans are projected to eat 

1.3 billion chicken wings this Super Bowl 

weekend.  To put that in perspective, over the 

next few days, Americans will consume over 162 

million pounds of chicken wings – or 6,325 

times more than the combined weights of the 

Panthers’ and Broncos’ entire 52-man rosters.  If 

1.3 billion chicken wings were laid end-to-end, 

they would stretch from Levi’s Stadium in San 

Francisco to the Atlantic Ocean… 28.5 times.  

On an unrelated note, antacid sales tend to 

jump by 20% the day after the Super Bowl.

Fear Driving the Markets thus far in 2016

Volatility has reigned supreme in equity markets 

thus far in 2016, with a variety of fears playing 

upon investor psyche to produce large almost-

daily swings across all major indices. A CSM 

investor survey shows heightened concern over 

the implications of the freefall in commodities, 

some form of currency-induced crisis, a financial 

crisis spurred by weakness in China, and, more 

recently, fears that the European banking 

system may be facing a potential crisis as well. 

The manifestation of these fears on Wall St. can 

be seen in the relative performance of Utility 

stocks against the broad market. Seen as a 

dividend-paying safe haven for investors to seek 

shelter in turbulent times, the market is 

currently trading Utilities as though we actually 

are in the midst of a global crisis (i.e. akin to 

Lehman bankruptcy days).  To many, this 

appears to be overly harsh.  The hope is that 

resolution of any of the above-mentioned fears or 

a dovish statement from the Fed backing off its 

stated intention to hike rates four times will 

drive the market higher.

Broncos vs. Panthers; Americans vs. Chickens



2/5/2016

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.

http://www.harbourcapitaladvisors.com/

