
Market Recap  

 

 

 

 

 

 

Source:  Cornerstone Macro 

Source:  Cornerstone Macro 

  

 

 

 

7/17/2015 

 

An economy is impacted by both structural and 

cyclical forces.  Structural changes in the 

economy (such as demographics or limited 

global oil supply) are permanent or very long-

lived, while a cyclical influence (such as a 

change in interest rates, inflation, or trade 

growth) often reverts to its previous level over a 

few years.  Cyclical forces have the greatest 

influence on the business cycle, and ultimately, 

corporate earnings and company stock prices. 

As an example, over the last 25 years, despite 

significant structural headwinds, Japan has 

managed to record positive business cycles 

driven by cyclical forces.  Today, when we 

consider a global economy which may be facing 

structural issues including the unwind of the 

investment bubble in China and unprecedented 

stimulus from Central Banks, cyclical forces 

(e.g. low inflation, low interest rates) support 

positive global growth prospects.   

 

Despite recent developments in Greece, the 

investment bubble in China, and the risk of 

default in Puerto Rico, any one of which may 

have shaken investors’ confidence, many 

economists still expect an increase in growth 

for the second half of the year.  Global PMI, 

which is the Purchasing Managers Index and 

the leading indicator of global manufacturing, 

increased for the third straight month in June. 

In addition, oil is down 12% since the 

beginning of the month and signs indicate that 

savings at the pump are now being spent by 

consumers.  Aggressive rate cuts by central 

banks in Europe, Japan, China, and India have 

increased the stimulus in the global system to 

levels not seen since the financial crisis, which 

is also expected to add to higher consumption.  

As a result, the second half of the year may see 

4% global growth.   

Second Half Rebound in Global Growth Still Expected  

Impact of Structural and Cyclical Forces on Global Economies 
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Warren Buffet offers investors the following 

sage advice: “Rule No. 1—never lose money; 

Rule No. 2—don’t forget rule No. 1.” A great 

way to illustrate the significance of one’s 

ability to minimize variance in returns (and, in 

turn, avoid big losses) is to consider the effect 

one year of highly negative returns would have 

upon performance of a portfolio across a 

multiple-year time frame. If one were to hold 

one stock in a portfolio and suffer a (50%) loss 

in one calendar year, one would then need to 

see a 100% gain from that point forward just 

to break even. Along the same lines, a (33%) 

decrease in a given calendar year would 

necessitate a 50% gain in the following year to 

break back to even, while a (20%) loss would 

require a 25% gain.  The importance of 

reducing the standard deviation of returns, 

thus mitigating the chances of encountering a 

large depreciation in value, is clear. 

Minimizing Variance in Returns 

One can now buy a stake (similar to a single 

stock of a publicly-traded company) in one’s 

favorite NFL players. Fantex Holdings has 

created stocks tied to the future cash flows 

that certain athletes will earn as they progress 

through their careers. Fantex makes an initial 

payment to the athletes (thus far 6 NFL players 

have been brought to market) and then sells a 

given number of shares to retail investors at a 

starting price of $10. Each investor is then 

entitled to dividend payments that make up a 

percentage of the athlete’s career and brand 

income, which in theory should vary according 

the player’s performance on the field. This 

translates, then, into the price a potential 

investor is willing to pay for an existing share 

of a certain player’s stock. While highly 

speculative and only a shallow market today, it 

will be fascinating to see whether the sporting 

and investment world will embrace these 

investments. 

Fantasy Sports Meets Wall Street 
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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/

