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Global Growth Outlook Impacts The Performance of Portfolios 

Rate of Decline in Earnings is Slowing 

Analysts lowered their earnings estimates for 

S&P 500 companies during the first two months 

of the third quarter by 2.7%.  While 

disappointing to, once again, see downward 

earnings revisions, the silver lining is that the 

rate of decline appears to be slowing.  Over the 

past four quarters, earnings estimates have been 

revised downward during the equivalent time 

periods by 4.1%.  The five- and ten- year 

comparisons are 2.5% and 3.4%, respectively, 

making this quarter’s revisions among the most 

limited of the last decade.  This may signal good 

news for earnings in the third quarter as 

analysts appear to have a higher degree of 

confidence in U.S. companies to achieve their 

earnings targets.  With an optimistic earnings 

forecast, it is hoped that the outlook for stocks 

will, likewise, improve. 

The Purchasing Managers Index (PMI) is an 

indicator of economic health within the 

manufacturing sector and is based on five 

major components: new orders, inventory 

levels, production, supplier deliveries, and the 

employment environment. Historically, there 

has been a strong, positive correlation between 

the PMI and the performance of risk-on 

investments (e.g. consumer discretionary  

names). Looking deeper into this correlation, 

we have also seen outperformance from risk-on 

assets about 89% of the time in periods during 

which both U.S and Euro Zone PMI’s are 

increasing. However, this correlation has not 

held up so far in 2015: risk-on assets  have 

lagged even though Developed Market PMI’s 

have increased.  This is because struggling 

Emerging Market economies have driven the 

Global PMI down, overshadowing the health of 

the U.S. economy, at least as it relates to 

certain sectors.   

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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Early vs. Late Stage Cyclicals 

Where Do You Buy Your Coffee? 
If you thought Starbucks was, hands-down, 

America’s favorite coffee chain, you may be 

mistaken.  In fact, if you assumed the clear 

choice would be between Starbucks (with over 

10,000 locations)and Dunkin’ Donuts (with over 

7,000 locations), you may also be incorrect…at 

least in some parts of the country.  A recent 

study proves regional influences and 

preferences; in short, “the best coffee” depends 

on where you live.  In the Northeast and up and 

down the East Coast – areas of highest coffee 

shop density - Dunkin’ is the clear choice.  If 

you live in the Midwest, it appears your favorite 

is Caribou Coffee.  And, Tim Hortons is not only 

Canada’s favorite, but also that of coffee 

drinkers in the Great Lakes area.  As one might 

expect, Starbucks dominates the rest of the 

country, including the Pacific Northwest where 

the brand began. 

The business cycle approach to investing 

holds that the economy will continually cycle 

through a similar pattern of stages over time. 

This cycle can be affected both in terms of 

duration and significance by 

stimulus/tightening, as well as by deeper 

macro trends. The stages of the cycle often 

bring predictable levels of performance for 

certain kinds of stocks.  Accordingly, the key 

to outperformance over time is anticipating 

turning points in leading indicators before the 

market does. Early Cyclical (e.g. Consumer 

Discretionary) stocks tend to outperform 

months before a turning point toward 

recovery or accelerating growth. While we are 

not technically in a recession today, there has 

been a slowdown over the past year and, in 

early 2015, Early Cyclical stocks appear to 

have bottomed. This, in tandem with existing 

stimulus and improving economic conditions, 

indicates that we may imminently see a 

recovery with subsequent market upside. 
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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/

