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Euro zone GDP declined last quarter at the 

fastest rate since the financial crisis in 2009, 

casting doubt on policymakers’ claims that 

Europe has turned a corner.  A 0.6% 

(annualized 2.3%) drop in euro zone GDP in the 

fourth quarter suggests that Europe's economic 

and financial crisis is far from over.  European 

businesses have been impacted by high 

unemployment, government austerity, and poor 

sentiment.  However, these negative indicators 

have been largely overlooked by investors, who 

remain confident that the euro zone is poised to 

stabilize and return to growth mode later this 

year.  Financial market conditions have 

improved markedly since last summer, due in 

large part to the ECB's pledge to do "whatever it 

takes" to preserve the euro.  Yet, as the latest 

data show, stabilized markets have not led to 

stronger business activity so far.  

Sensing better times ahead, investors have 

pushed the stock market to near-record highs. 

However, U.S. company executives seem to be 

less optimistic about the global economy and 

their own company prospects.  Thus far, 

reported fourth-quarter S&P 500 earnings 

indicate an increase of 7.3%, with revenue 

rising 5.9%.  Despite the positive results, many 

companies are lowering forecasts, citing that 

the current quarter will be more challenging.  

Analysts project first-quarter 2013 earnings will 

rise just 1.7% (less than half the level 

forecasted at the start of the year).  According to 

Factset, 63 companies have lowered their 

forecasts for first-quarter earnings, while only 

17 have raised them (the largest disparity since 

the firm began tracking the data in 2006).  

Executives cite shrinking economies in Europe 

as a contributing factor.  Closer to home, they 

are worried about tentative U.S. consumers, 

chilled by continued Washington gridlock. 
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With the recently-announced resignation of 

Pope Benedict XVI, focus has returned to papal 

terms, an appointment which is typically 

considered to be a life-long commitment.   

Although nearly all 266 popes have served until 

their death, many did not serve in the role for 

long.  Largely a function of age and the life 

expectancy at the time, over half of all terms 

have lasted between two weeks and five years.  

The average age at time of election between 

1500 and 2005 was 64.  Pope Benedict XVI was 

78 when appointed, one of the oldest to be 

elected.  His seven-and-a-half year term put 

him in good company, with 62 others serving 

between six and ten years.  The shortest-

serving pope was Urban VII, who survived just 

13 days in office in September 1590.  Pius IX 

was the longest-serving elected pope, serving for 

32 years from 1846 to 1878. 

Correlation measures how two securities move 

in relation to one another and is one of the 

basic tenets of financial diversification.   A mix 

of low- or negatively-correlated assets provides 

smoother returns, because when one asset 

moves higher, another moves lower.  Investor 

returns fall somewhere in the middle.  However, 

during periods of market crisis and volatility, 

correlations have a tendency to spike.  Macro 

events create a “herd mentality,” with investors 

indiscriminately selling securities in reaction to 

negative news.  These periods of heightened 

correlation can also present buying 

opportunities when sales result in an unfairly-

valued stock.  While recent correlations among 

stocks have fallen to “normal” levels, macro 

risks, combined with policy intervention, may 

once again lead to correlations increasing, thus 

opening the door to more investors being driven 

by fear and, likewise, more investors being 

driven by opportunity. 
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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.  CIRCULAR 230 DISCLOSURE: To comply with Treasury Department regulations, we inform you 

that, unless otherwise expressly indicated, any tax information contained herein is not intended or written to be used, and cannot be 

used, for the purpose of (i) avoiding penalties that may be imposed under the Internal Revenue Code or any other applicable tax law, or (ii) 

promoting, marketing, or recommending to another party any transaction, arrangement, or other matter.  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/

