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Investor Risk Aversion Moderates Complacency The last legs of a bull market are often marked by 

unbridled optimism and greed, and given the length 

and magnitude of the current market cycle, 

alongside record low volatility, analysts are justified 

in posing the question: are investors getting 

complacent? The answer may, resoundingly, be “No”.  

Morgan Stanley uses a proprietary indicator to 

measure investor risk appetite, creating what is 

essentially a proxy for fear and exuberance. It is 

based on a number of volatility measures such that 

when volatility spikes, the risk demand index falls. 

Today, investors are approaching their most risk 

averse posture in nearly four years, apparently 

pricing in looming risks centered around North 

Korea, an expiring debt ceiling and gridlock in 

Washington. In general, this seems to indicate that 

the market may not sell off dramatically due to any 

of the current risks. In fact, a generally healthy 

backdrop centered around low interest rates, 

improving earnings and continually strong economic 

data provides support for further gains if investor 

risk appetite swings back to a positive level.

A Weaker Dollar Boosts Corporate Earnings While the U.S. economy has been mired in a slow 

growth range since the Great Recession, one tailwind 

that could help boost corporate earnings is a weaker 

Dollar. The U.S. Dollar has declined steadily since 

reaching a 15-year high in January, losing 15% 

against the Euro since those highs were reached. 

The Dollar index is now down 8% YTD, a trend 

driven by lack of policy reforms in the U.S., as well 

as by increasing stability and growth in Europe and 

across the globe. A weak Dollar makes U.S. exports 

cheaper around the world. It thus comes as no 

surprise to see exports up 7% y/y in June while the 

Dollar slid. This compares to a 9% drop in exports 

from 2014 to 2016, when the dollar was 

appreciating. On balance, a weaker-than-expected 

Dollar should support continued improvement in 

corporate earnings (as exports increase and the 

value of those exports in Dollar terms increases as 

well). This will be crucial to realizing further gains in 

U.S. equity markets through the end of the calendar 

year.
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Autonomous Vehicles Set to Disrupt the Job Market

Dynamic vs. Static – Effect of Position Size Maintenance

Self-driving cars, just like many other forms of 

nascent technology, have the potential to 

significantly impact the labor market across a wide 

range of industries. The 3.8 million Americans who 

drive taxis, ambulances or trucks for a living 

would face stiff competition from autonomous 

vehicles, and may be displaced from their jobs if 

self-driving cars rise to prominence.  Conversely, 

another 11.7 million workers who drive in some 

capacity as a part of their current jobs may 

actually benefit from productivity gains and better 

working conditions.  All together, the rise in 

autonomous vehicles would affect one of every 

nine American workers.  While companies like 

Ford, GM, Apple and Alphabet are getting the 

majority of media attention today as this 

technology is developed, in the end it will be the 

myriad of companies impacted (both positively and 

negatively) that will define the effects of this 

advance on the American worker.

While the market has a historical tendency to rise 

over long periods of time, this progress is not linear 

and is marked by numerous small pullbacks. One 

way in which active management helps to leverage 

volatility in an investor’s favor is by maintaining a 

target position size through market fluctuations. In 

order to illustrate this effect, consider two portfolios: 

a dynamic portfolio in which positions are increased 

or trimmed to sustain a targeted position size, and a 

static portfolio which is not adjusted as a stock’s 

price changes. Each portfolio buys 50 shares of ‘X’ 

Corporation at $100 while also maintaining a $2500 

cash position. In a scenario where ‘X’ Corporation 

decreases to $50 per share, the dynamic portfolio will 

use its cash to buy 50 incremental shares to 

maintain the original position size. If the stock then 

increases back to the initial $100 entry point, the 

dynamic portfolio sees better performance than the 

static portfolio. The same holds true when ‘X’ 

Corporation stock initially appreciates (and the 

dynamic portfolio thus trims the holding) before 

decreasing. 
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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/

