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Despite concerns that the Federal Reserve  is 

poised to raise interest rates later this year, some 

analysts remain optimistic about the trajectory of 

the stock market.  While U.S. stocks are 

currently considered to be expensive, the spread 

between nominal growth and bond yields may 

imply that we have room to trade even higher 

(and thus stretch valuations even further) before 

we see a correction.  History suggests that, when 

long-term bond yields are below nominal GDP, 

assets such as stocks are more attractive relative 

to their financing costs, thus enticing investors 

to buy.  This phenomenon contributed to asset 

bubbles in 1997-1999 and again in 2003-2007 

when bond yields were, likewise, below nominal 

growth. 

 

 

 

As monetary policies around the world diverge, 

so do stock market performances.  European and 

Japanese central banks have launched 

Quantitative Easing (QE) strategies designed to 

spur economic growth, and their respective stock 

markets have responded positively.  The Euro 

Stoxx 50 index is up over 17% for the first 

quarter of the year, while the Nikkei is up more 

than 10% for the same period.  This is in 

contrast to the U.S., where gains on the S&P 500 

have been limited to only 1%, impacted – at least 

in part – by the tapering of our QE program. 

Another outgrowth of this policy divergence is 

the stronger U.S. Dollar which may reach parity 

with the Euro by the end of the year.  The ECB’s 

bond-buying program began in March and is 

expected to continue through September 2016.  

However, with short term interest rates in 

negative territory and the stock market 

advancing, many are asking if the policy goals 

will be reached well before then. 
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USO ETF Fund Flows 

Facebook has developed a map of the U.S. 

reflecting the fan base for each Major League 

Baseball team as calculated by the number of 

“likes” each team had per county.  Apparently, 

New York Yankees’ fans are BIG Facebook 

users, as that team not only dominates New 

York state, but also has loyal fans (with second 

homes?) in Utah, Idaho, Florida (not many 

Marlins’ fans!), Louisiana, and, elsewhere.  In 

the Northeast, there is a clearly-defined 

demarcation between fans of the New York 

Yankees vs. those of the Boston Red Socks, 

running, for the most part, along state lines 

except for Connecticut which looks to be split 

down the middle.  Mets’  fans evidently don’t 

use Facebook.  The Washington Nationals have 

a localized fan base, squeezed in between the 

Phillies, the Orioles, and the omnipresent 

Yankees’ fans (who also have moved to Virginia 

and North Carolina if you believe Facebook). 

With the price of oil falling over 50% since June 

2014 and appearing to have bottomed out, 

many investors are wondering if now is a good 

time to start buying this commodity.  However, 

gaining exposure to commodities can be a 

complex endeavor for individual investors. Of 

late, many investors have purchased oil ETFs.  

Unfortunately, this may not be a good option as 

ETFs buy and sell oil derivatives rather than 

actual physical oil, leading to periods in which 

their prices don’t necessarily move in 

conjunction with the spot oil market.  This is 

highlighted by the performance of USO, the 

largest oil ETF, which has declined -2.6% so far 

this year, while the price of oil (WTI) is up 5%.  

This negative spread has led investors, who had 

amassed a $6 billion position in oil ETFs, to 

commence selling at a frantic pace.  Instead, 

investors hoping to capitalize on the rise in oil 

prices should consider purchasing stock in 

energy companies to capture higher correlation 

to the price of oil in a rising market.  
Source: Market Realist, Bloomberg 
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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. 
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