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Investors have focused on Spanish bond yields 

as an indicator of the financial stress in the 

region.  Spain has seen its borrowing costs rise 

as the sovereign debt and banking crisis 

escalates.  In response, over the last several 

months, the ECB facilitated two significant 

liquidity operations which temporarily 

diminished the expectation of catastrophe.  

Faith in these measures was gauged by the 

widening spread between Spanish 2-year and 

10-year bond yields.  Because banks could 

borrow money at low rates from the ECB, they 

had significant incentive to make money off of 

the high yields of Spanish short-term bonds 

and no incentive to take longer-term risk.  

Within the last week, the spread between the 2-

year and 10-year bond maturities has narrowed 

dramatically, indicating that investors no longer 

believe the ECB's liquidity measures will have 

any significant effect and they see great risk in 

Spanish debt across the yield curve.  Spanish 

2-year yields rose 77 basis points to 6.53% 

while 10-year yields were up only 23 basis 

points to 7.50%. 

Second quarter earnings announcements have 

highlighted that Europe's deepening economic 

crisis has a significant drag on multinational 

corporate profits. The 27 countries of the 

European Union, in aggregate, represent the 

largest economy of the world and account for 

about one-fifth of all U.S. exports.  A wide range 

of companies have blamed disappointing 

results on falling spending by European 

consumers.  Spending is sliding on everything 

from big-ticket items such as electronics and 

cars to everyday staples such as food products 

and clothing.  Thus far, 60% of S&P 500 

companies that have reported results have 

missed revenue projections.  Forecasted 2012 

revenue growth has dropped from over 12% as 

recently as October 2011 to 3.9% today.  With 

downside surprises growing, the number of 

profit warnings is four times that of upside 

surprises leading many analysts to dramatically 

lower their forecasts for earnings for the year. 
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When the Summer Olympics begin this week, 

10,500 athletes representing 204 nations will 

commence competing in 26 sports. Medals will 

be handed out in more than 300 events over the 

next two weeks.  More countries will be 

represented than ever before.   Historically, the 

nationality of the medal recipients has been 

dominated by economic super powers: United 

States, China, Russia, and Germany.  However, 

economic strength is certainly not the primary 

criteria for medal success.  An analysis of how 

the richest and poorest nation’s medal winners 

fared when their 2008 medal count was 

adjusted by that year's annual GDP shows 

significant discrepancies.  For example, the 

U.S. won a medal for every $130 billion in 

economic output; India for each $1.126 trillion.  

Zimbabwe, while the poorest nation competing, 

earned the most medals per GDP at $1 billion 

GDP per medal. 
Source:  Reuters 
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Net % of Small Businesses Reporting Greater Difficulty Obtaining Credit 
In the wake of the financial crisis, firms of all 

sizes found it more difficult to borrow money.  

As the economy improved, large companies 

experienced improving credit conditions.  The 

same could not be said for smaller businesses.  

Access to credit for small businesses may 

finally be easing.  According to a survey 

conducted by the National Federation of 

Independent Business, the net percentage of 

small businesses reporting that credit had 

become more difficult to obtain relative to the 

previous three months has declined from its 

peak of 16% in May 2009 to 7% in June 2012. 

The trend has been confirmed by other lending 

surveys.  As borrowing conditions for small 

companies continue to improve, access to 

funding could serve as a tailwind for economic 

growth and job creation. 
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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. 
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