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After months of speculation, Puerto Rico 

defaulted this week on a $58 million bond 

payment. Puerto Rico’s GDP is smaller than 

that of the state of Kansas, but its debt load 

($72 billion) is behind only New York and 

California.  While observers question whether 

Puerto Rico will impact the U.S. market as 

Greece  has impacted the EU, the answer 

appears to be “no”. Unlike Greece, the U.S. 

government continues to pump billions into 

Puerto Rico to support health care, housing, 

and policing. Puerto Rico’s banks are backed by 

the FDIC.  And, investors had time to prepare 

for this default.  Puerto Rico’s bond rating was 

downgraded to junk status in early 2014, giving 

mutual funds and individual investors notice to 

reduce their holdings.  The chance of this 

default flowing over to the larger U.S. municipal 

debt market is minimal.  In fact, municipalities 

issued $36 billion in new debt in July, the most 

since 2003.  

Is Puerto Rico The New Greece?  

YTD Returns of Major Equity Markets and Regions 
Despite a YTD return of 3.4%, the performance 

of the S&P 500 lags most of the major equity 

indices and regions around the world. U.S. 

corporate earnings have stalled, attributed in 

large part to the rising dollar.  With 35-40% of 

S&P 500 companies’ sales originating overseas, 

the rising U.S. dollar has been a significant 

headwind.  In all parts of the world other than 

China, local currency returns outpace U.S. 

dollar returns.  The delta is particularly 

exacerbated in the Eurozone: local currency 

returns year-to-date have topped 20%, while 

their dollar-adjusted returns fall below 9%.  

Likewise, returns in the emerging markets-

centered commodity sector report a 15.4% 

swing on a dollar-adjusted basis. Looking 

ahead, there is optimism that overseas growth, 

which has been slow to accelerate, will pick up 

and the dollar will begin to moderate, in turn 

lifting the earnings of U.S companies.    

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
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Coming To A Road Near You 
When it comes to technological innovation, 

Google sits firmly in the driver’s seat – and we’re 

all along for the ride. After six years of testing, 

Google’s self-driving cars are hitting the road this 

summer. Despite initial doubts and consumer 

nerves, autonomous vehicles (AVs) are proving 

themselves to be a reliable and revolutionary 

method of transportation. Once perfected, AVs 

have the potential to ease traffic congestion, 

increase mobility and independence (particularly 

among groups like the elderly and the vision-

impaired), and maximize productivity by freeing 

up, on average, 50 minutes each day. According 

to Google, these driverless cars have traveled over 

1.7 million miles over the past 6 years, with only 

11 minor accidents – none of which were the 

fault of the AV. So, despite fears that a self-

driving car would pose a danger to passengers 

and drivers alike, it’s beginning to seem that the 

secret to safer transportation may truly be to 

remove humans from the equation altogether. 

2Q Earnings Recap 

With the bulk of 2Q earnings reports behind us, 

we can take stock of what has happened, why it 

happened, and what it means moving forward. 

Out of the 436 S&P500 companies reporting 

through 8/6, 73% have beaten analysts’ 

estimates for earnings, and 51% have reported 

sales above estimates. On an aggregate basis, 

however, 2Q earnings have declined about 1% 

y/y, the first such decline since 3Q 2012. The 

concerns most cited in earnings calls were 

Currency, Europe, China, Energy/Oil, Weather, 

Labor, and Greece (in that order).  Plummeting 

oil and gas prices drove Energy sector earnings to 

contract 56.4% y/y. Healthcare, Discretionary, 

Telecom, and Financials have all grown EPS in 

the past 12 months. Looking towards Q3 2015, 

56 companies have issued negative EPS guidance 

and 22 companies have issued positive EPS 

guidance.  The current 12-month forward P/E 

ratio is 16.5, based on Wednesday’s closing price 

(2099.84) and the forward 12-month EPS 

estimate ($127.40).  
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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/

