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As companies continue to report their earnings 

for the first quarter of 2013, one ongoing 

concern that has persisted has been the 

slowdown in sales growth.  Companies have 

missed revenue forecasts, citing a combination 

of Europe's malaise, a stronger dollar, and 

sluggish consumer spending.  With more than 

half the companies in the S&P 500 stock index 

already reporting, first-quarter revenue for the 

group has fallen 0.3% from a year earlier.  That 

would run counter to the sales improvement 

reported at the end of last year and would mark 

the third quarter out of the past four in which 

revenues grew by 1% or less.  The sales figures 

are a troubling sign that business and 

consumer demand remain weak nearly four 

years after the recession.  They are also 

evidence that a soft patch is developing in the 

U.S. economy, as optimism earlier in the year 

gives way to more sobering data on growth in 

gross domestic product, retail sales, and 

manufacturing.  

Falling U.S. energy costs and rising overseas 

labor costs were to lead to an “American 

Manufacturing Renaissance.”  The theory posits 

that manufacturers are encouraged to bring 

production back to the U.S.  The reality is that 

energy and labor are relatively small 

components of manufacturing costs.  Labor 

accounts for only 16% of total manufacturing 

costs in the U.S.  Energy is an even smaller 

component of manufacturing costs, accounting 

for only 2% of the cost of goods sold.  Lower 

U.S. natural gas costs clearly have broad 

implications for the manufacturing industries 

in which natural gas and energy are a 

significant component of cost.  This is certainly 

the case for select industries such as 

Chemicals, Paper, and Aluminum.  Overall, raw 

materials and components are clearly the 

biggest drivers of input costs.   
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During the first two years of the economic 

recovery, the mean net worth of U.S. 

households in the upper 7% of wealth 

distribution rose by 28% ($3,173,895 from 

$2,476,244), while the mean net worth of 

households in the lower 93% dropped by 4% 

($133,817 from $139,896), according to a Pew 

Research Center report.  The variance is 

attributed to the stock and bond market rallies 

during the period and the flat housing market.  

Affluent households typically have their assets 

concentrated in stocks and other financial 

holdings, while less affluent households 

typically have their wealth more heavily 

concentrated in the value of their home.  The 

upper 7% (8 million of 119 million households) 

saw their aggregate share of the nation’s overall 

household wealth grow to 63%, up from 56% in 

2009.  The mean of households in this more-

affluent group is 24 times that of those in the 

less-affluent group.  At the start of the recovery 

in 2009, that ratio had been less than 18-to-1. 

With asset classes across the board generating 

their lowest historical yields, income investors 

are faced with a significant challenge.  They 

must decide whether to maintain the course 

and lose pace with inflation or invest in riskier 

asset classes to increase yield.  Overall, yields 

have come down across asset classes, but they 

remain quite volatile.  At current interest rate 

levels, the income returns that investors have 

enjoyed over the past decades will be difficult to 

replicate.  Further, if interest rates begin to rise, 

fixed income investors may begin to experience 

losses in an asset class they have viewed as 

being a safe alternative to equities.   In order to 

replace lost income, many traditional bond 

investors are turning to income-producing 

stocks and more exotic investments, such as 

Master Limited Partnerships (MLPs) and 

emerging market bonds.  However, many of 

these investments carry risks that may not be 

fully understood by the general investing 

public. 

Income from Investments  
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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/

