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After an agreement on an alternative deficit-

reduction plan could not be reached, the $85 

billion sequestration begins to take effect 

Friday, implementing deep spending cuts that 

threaten to hinder the nation's economic 

recovery.  Both Republicans and Democrats 

still hope that the other will either be blamed by 

voters for the cuts or cave in before the worst 

potential effects (such as furloughs for 

thousands of federal employees) take hold in 

the coming weeks.  The full brunt of the belt-

tightening will be phased in over seven months, 

so the extent of any disruption in public 

services is unclear.  In the absence of a deal, 

the Pentagon will be forced to cut 13% of its 

budget between now and September 30. Most 

non-defense programs, such as education and 

law enforcement, face an 8% reduction.  The 

International Monetary Fund warns that the 

cutbacks could knock at least 0.5% off U.S. 

economic growth this year and slow the global 

economy. 

During his semiannual testimony to Congress, 

Federal Reserve Chairman Bernanke 

demonstrated strong conviction toward 

continuing the central bank's bond-buying 

policy, despite concerns that the efforts might 

encourage risk-taking that could someday 

destabilize markets or the economy.  Bernanke 

believes that the bond buying has been aiding 

the economy by holding down long-term 

interest rates. To date, the Fed has 

accumulated $2.8 trillion of Treasury and 

mortgage securities, and Bernanke’s remarks 

signaled little change in the central bank's 

plans to purchase $85 billion of these 

instruments a month.  The Chairman’s 

testimony brought relief to Wall Street, which 

had been on edge due to recent comments by 

some Fed officials that the central bank's low 

interest rate stance could be coming to an end. 
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According to a new report from the New York 

Federal Reserve, student debt has tripled to 

more than $966 billion during the last eight 

years.  Student loans are the only class of 

household debt that has continued to rise  

since the Great Recession; it is now second only 

to mortgage debt.  Although more students are 

choosing to pursue higher education and taking 

on debt to do so (with a 70% increase in 

borrowers), there seems to be no getting around 

the fact that college is simply more expensive 

than ever.  The average 4-year degree costs 

more $20,000 per year (a 7% annual increase 

over the last three decades).  As such, people 

have debated whether a degree is even worth its 

price tag.  The Fed report shows two important 

reasons why college might still be a worthy 

investment.  College graduates tend to earn 

almost double that of high school graduates 

and report one-half the unemployment (as 

evidenced by unemployment rates of college 

graduates versus non-college graduates). 

Often, when markets come under pressure, 

investors sell stocks and run for the exits.  

According to a new report from Fidelity, this 

may be the worst response one might have.  

The problem lies with determining when to 

return to the market, with mistiming potentially 

undermining  long-term return potential.  

Staying the course and simply weathering the 

volatility has, in fact, been a very successful 

strategy. However, buying when everyone is 

selling might be even more effective.  When 

expectations are low, any improvement in 

outlook can drive strong market gains.  Missing 

out on just a handful of the strongest days in 

the market can be devastating to long-term 

returns.  Missing just the 50 best days of the 

S&P 500’s performance during the period from 

1980 to 2012 would have resulted in a 91% 

reduction in investment performance.  Focusing 

on fundamentals rather than noise may allow 

investors to use volatility to their advantage. 

Success of Staying Invested  
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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/

