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Recent commentary from the Fed has raised 

concerns in the market about how potentially 

slower global growth, along with a stronger U.S. 

Dollar, will affect sales and earnings figures of 

companies in the S&P 500 Index as a whole. 

Significant discrepancies exist in expected 3Q 

earnings growth figures for companies with less 

than 50% sales generated in the U.S. (expected 

to decline -14.1%) and those with more than 

50% of U.S.-based sales (expected to grow 

3.1%). A similar effect can be observed in 

revenues for the same groupings of S&P 500 

firms; those with under 50% domestic sales are 

expected to see revenue decrease (-12.1%), 

while those reporting over 50% domestic sales 

expect an increase of 1.4%. This analysis allows 

investors to focus on sections of the broader 

market that may be more resistant to the forces 

driving declines in both sales and earnings.

Source: FactSet

September has been a volatile month for U.S. 

and international equities with the S&P 500 

down over 1.5%. Much of this volatility was 

attributed to concerns about growth in China, 

however U.S. economic data, while not overly 

robust, has been largely positive.  Further, 

stimulus measures enacted abroad are designed 

to keep global economic momentum moving 

forward. As a result, the outlook for U.S. 

company earnings has improved since 

bottoming in April.  With stronger earnings 

estimates, analysts are optimistic that the recent 

market correction represents a contraction in 

the market P/E, but does not indicate a 

recession.  Since we have higher earnings 

expectations and improved data, most analysts 

believe a recession in the U.S. is unlikely in the 

near term.

Improving Earnings Outlook Likely To Stave Off Market Correction

Source:  Cornerstone Macro

Strong Dollar and Global Slow-Down Effect on S&P Earnings
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For those with the patience, time, and ability to 

travel by train, a bicoastal trip can cost as little 

as $213.  A cross-country road trip is often a 

bucket-list item, but few people can find the 

time or energy for a 50-hour, 3,000-mile drive –

one-way.  The California Zephyr and Lake 

Shore Limited trains offer a solution: a four-day 

journey between San Francisco and New York, 

traversing some of the most scenic and iconic 

landscapes of North America. Although train 

travel deprives a would-be driver of some of the 

freedom and control that comes with traveling 

by car, it also grants him or her the freedom to 

engage with the scenery – an opportunity which 

is often compromised by the stress of being 

behind the wheel.  By foregoing the efficiency of 

air travel and opting instead for a more 

leisurely option, one may find that the true 

value lies in the journey itself, not the 

destination.Source: DerekLow.com

From California, to the New York Island

In a trend that has gotten underway well in 

advance of a Fed rate hike, $128bn has flowed 

out of U.S. Equity funds, with nearly $100bn 

landing in funds exposed to developed 

European Markets. In addition to suggesting 

that investors anticipate downward pressures 

on domestic equities following a U.S. rate hike, 

this flow also is in response to the large scale 

Quantitative Easing program underway in 

Europe which is designed to keep rates low in 

the Euro zone, and is supportive of a weaker 

Euro and a consequently higher Dollar. Lack of 

consensus about the direction of the Fed is also 

expected to result in relatively higher price 

volatility in the U.S. Treasury markets, which is 

certainly weighing on the mind of fund 

managers and somewhat responsible for the 

flow of funds mentioned above.

Fund Flows from US to Europe

Source: EPFR Global
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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/

