
Market Recap 

Source: Yahoo! Finance 

One-Year Barclays U.S. Aggregate Bond Index Price Movement  

Number of Days Between 5% Declines in S&P 500  

Source:  Deutsche Bank 

4/5/2013 

Given the record-breaking quarter that the U.S. 

equity markets have enjoyed, there has been a 

reduced focus on the bond market.  The 

Barclays U.S. Aggregate Bond Index, the most 

broadly cited bond index, declined 0.12% 

during the first quarter, its first negative 

quarter to start the year since 2006.  Since 

1976, the average annual return for the index 

has been 7.70%.  Many investment funds are 

tied to this index, impacting how hundreds of 

billions of dollars are allocated in fixed-income 

investments.  During its 37-year history, the 

index has only had two negative annual returns 

(1994 and 1999), representing a significantly 

steadier performance than that of the stock 

market.  This year's decline in bonds is thought 

to demonstrate that investors are becoming 

more willing to take on risk or to believe that 

interest rates may finally be on the move 

higher.  Rising interest rates would be 

punishing for all debt investors, as higher rates 

mean lower bond prices. 

The S&P 500 closed the first quarter at an all-

time high.  One interesting side note to this 

historical event is that the Index achieved this 

record with very few notable pullbacks.  The 

index has not had a decline of 5%+ in the last 

90 trading days, and it has been 374 days since 

a correction of 10%+.  Since 1960, the average 

number of trading days between 5%+ dips has 

been 118 days.  However, the range has been as 

short as one trading day and as long as 350 

days.  There have been only three years since 

1960 without a 5%+ dip (1964, 1993, and 

1995).  Given the impressive move of the 

market, many investors believe that the market 

is overdue for a sell-off.  Market declines are 

inevitable, but they usually do not occur in the 

absence of bad news or increasing risk.  

Accordingly, it is unlikely that the market 

would see a significant pullback solely as a 

result of profit-taking by investors.   
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“Barbie” recently celebrated her 54th birthday.  

Throughout the years, Barbie has had more 

than 130 careers.  Some command higher 

wages than others.  What is surprising to many 

is that the price of a doll varies by profession.  

Most in the “Barbie I can be…” collection cost 

$13.99, according to its maker, Mattel.  But 

some, such as “snowboarder” or “computer 

engineer” cost two or three times more.  The 

price differential cannot simply be explained by 

the accessories that come with the doll.  

According to Matthew Notowidigdo, an 

economist at the University of Chicago, a 

“Barbie Paradox,” is at work, as sellers exploit 

parental hopes that children pretending to 

pursue a certain career through play may grow 

up to pursue the real thing.  Interestingly, there 

is only a modest correlation between Barbie’s 

occupations and real-world salaries.  

Inexpensive “pilot” dolls are one of the better-

paying professions, and despite “babysitter” 

Barbie’s moderately-high price, childcare 

worker ranks last in US median weekly 

earnings.   

Traditionally, the two means that companies 

have to directly return capital to shareholders 

are dividends and stock buybacks.  While most 

investors understand and appreciate the value 

of dividends, many investors overlook or 

underappreciate the impact that stock 

buybacks have on stock performance.  Stock 

buybacks effectively increase each 

shareholder’s claim on a company. While there 

are many strict value investors who believe that 

dividends are qualitatively better than 

buybacks, the aggregate amount returned to 

shareholders in the form of buybacks tends to 

be even greater than dividends.  Over the last 

decade, the amount of capital returned in the 

form of buybacks has been almost double that 

returned in the form of dividends. 

Buybacks and Dividends of S&P 500  
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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/

