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Investors pulled $2.6 billion out of high yield 

corporate bonds during the first week of June 

as fears of an interest rate hike persisted.  This 

was the largest weekly outflow from high yield 

investment vehicles since December 2014.  As 

a result, the credit spread that investors pay 

over treasuries increased to a five-month high. 

As these spreads increase, so does the 

borrowing cost for corporations that issue this 

form of debt.  Higher borrowing cost may be a 

headwind to capital spending and may also 

lead to greater numbers of credit defaults as 

companies struggle to meet larger interest 

payments.  In the second half of 2014, high 

yield spreads widened dramatically, largely 

due to the decline in oil prices.  With roughly 

30% of high yield issuance sourced from 

energy firms, the fall in oil prices – and 

resulting reduction in cash flow – put pressure 

on high yield energy sector issuers.   

 

 

There is evidence of a rebound in the Euro 

Area economy this year, as the ECB continues 

its economic stimulus plan and the outlook for 

global growth improves. This is highlighted in 

the Q1 GDP report which reflects quarterly 

growth of .4% (1.5% on an annual basis). 

While inflation appears to have bottomed, it is 

projected to remain low and not reach the 

ECB’s 2% target any time soon.  This uptick in 

economic data is attributed to a slight 

improvement in the labor market which, 

coupled with low inflation, drove both real 

disposable income and private consumption 

higher.  It is important to note, however, that 

the economic improvement has not been 

uniform across Europe.  Business confidence 

and economic data has been somewhat muted 

in Germany, while significantly improved in 

France, Italy, and Spain.  Cautiously, 

therefore, GDP forecasts for the rest of 2015 

for the region are slightly higher, but remain 

below 1%. 

High Yield Bond Spreads at Five Month High 

Projected Euro Area GDP and PMI 

https://portfolio.wsj.com/portfolio?mod=WSJ_port_quotechicklet
https://portfolio.wsj.com/portfolio?mod=WSJ_port_quotechicklet
https://portfolio.wsj.com/portfolio?mod=WSJ_port_quotechicklet
https://portfolio.wsj.com/portfolio?mod=WSJ_port_quotechicklet


6/26/2015 

Market Recap 

Source: Forbes 

The Benefits of Diversification 
Diversification reduces risk across a broad 

portfolio by allocating investments among 

various financial instruments, industries, and 

categories. A well-diversified portfolio will also be 

invested across asset classes whose returns 

move in opposite directions—displaying low or 

negative correlations to one another. This can 

help protect an investor against large losses, as 

negative returns on some assets held within the 

portfolio may be mitigated by corresponding 

gains in other holdings. Risk is broadly defined 

as the standard deviation of returns seen over 

time, or how much any given yearly return is 

expected to deviate from the average return in a 

given year. Risk is generally placed in one of two 

categories: Systematic Risk (caused by changes 

to inflation, exchange rates, political instability, 

and interest rates) or Unsystematic Risk (caused 

by events specific to a company, industry, etc.). 

While diversification cannot eliminate Systematic 

Risk, it does help mitigate Unsystematic Risk. 

Where do Professional Athletes Learn to Play? 

American professional sports franchises 

represent cities, but the players who make 

up the rosters often have minimal ties to that 

city. This map shows us which states are 

producing the greatest number of athletes 

making it to the professional level on per 

capita basis. The Deep South holds a clear 

edge in production of NFL and MLB players, 

while Minnesota, Michigan, and New 

Hampshire, somewhat predictably, are home 

to the highest number of future NHL players. 

On the whole, Louisiana produces the 

highest number of professional athletes per 

capita, boasting a pipeline of top notch 

football, basketball, and baseball talent. 

Source:  Vox.com 
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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. 

http://www.harbourcapitaladvisors.com/

