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Keeping a Close Watch on U.S. National Debt

Leading economic indicators point toward 

increasing strength in major economies around 

the world, the first time that global growth has 

been synchronized since 2010. There have been 

marked improvements in PMI readings across the 

globe over the last 6- and 12-month periods, 

including acceleration in manufacturing PMIs.  

Not one G-20 economy is expected to post 

declining output this year, while 12 of those 20 

economies are expected to see accelerating or 

steady growth rates (the greatest number since 

2010). This trend should support reflation trades 

around the world, while also easing the burden 

placed on the U.S. economy of serving as the 

engine of global growth. This synchronized 

expansion may, in turn, ease pressure on the 

dollar, narrow trade deficits, and create a more 

favorable environment for multinational 

corporations. While hard data (earnings, GDP) 

still needs to prove out these leading indicators, 

this coordinated improvement across the globe is 

a very positive sign.

Global Growth Picture is Synchronizing

Investors continue to watch closely for new 

developments as the White House fleshes out its 

plans to lower tax rates. While proponents 

argue that the subsequent increase in economic 

growth would cover the costs of these tax cuts, 

there is heightened concern regarding the 

nation’s future obligations. The national debt is 

at its highest levels since the end of World War 

II, and the debt burden is expected to continue 

ballooning as social security and healthcare 

obligations rise in tandem with the Baby 

Boomers’ transition into retirement. Over the 

next 10+ years, these increasing obligations will 

give the government less flexibility to spend on 

other “discretionary” areas such as education 

reform or the country’s aging infrastructure. 

Logical solutions to the problem include higher 

taxes and reduced spending levels/reduced 

benefits.  These options are not apt to be 

politically popular as they would subsequently 

dampen future economic growth.
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U.S. Regional Contributions to GDP

Diversification Within Equity Markets – Beyond Borders

When considering the diversification benefits 

of global investing, most people naturally 

think of those afforded by exposure to 

disparate regions of the world. A closer 

examination of U.S. and developed 

international equity benchmarks, however, 

reveals some notable differences in sector 

weightings as well. The most conspicuous 

difference in relative exposure lies in the 

Technology sector, which accounts for 22% of 

S&P 500 vs. just 6% for its international 

counterpart, the MSCI EAFE (Europe, 

Australasia and the Far East) index. The 

disparity highlights the uniqueness of Silicon 

Valley in global context, and at least partially 

explains why the S&P 500 has historically 

traded at a premium valuation. The 

Technology sector is not only one of the 

fastest-growing segments of the U.S. (and 

global) economy, it also enjoys operating 

margins of almost 17%, well above the 

broader S&P average of ~10%.

The U.S Bureau of Economic Analysis has 

published state-level GDP figures for the fourth 

quarter of 2016. Per the release, real GDP 

increased in every single state, with growth rates 

ranging from 0.1% in Kansas to 3.4% in Texas. 

When states are broken down into economic 

regions, GDP is roughly proportional to the 

relative population of any zone. The chart to the 

far left reveals the percentage share of U.S GDP 

for each region, while the adjacent map displays 

corresponding population figures. Of no surprise 

is the fact that the Southeast, representing 12 

states with an aggregate population of 83 million 

(approximately a quarter of registered U.S. 

citizens), registers the largest contributing share 

of GDP at 21%. Conversely, the thinly populated 

region spanning the Continental Divide (12 

million citizens) claims only a 3.4% share of GDP.
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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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