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Historically, small cap stocks outperform large 

caps during market rallies and underperform 

when the market trades lower.  Over the last 

several weeks, however, this trend has not held 

true.  The performance of the S&P 500 (large 

caps) exceeded that of the Russell 2000 (small 

caps) over the past three weeks.  While the two 

indices tracked each other fairly closely for the 

first half of the year, thus far in the second half 

they have diverged.  For the month of July, the 

Russell 2000 declined (-1.45%), while the S&P 

500 rose (1.26%).  So far during this rally, 

instead of focusing on undiscovered or little-

followed small cap stocks, investors have 

preferred mega-cap stocks.  The view seems to 

be that, in light of widespread economic 

uncertainty, the world‟s largest companies are 

better equipped to weather the stress. 

The United Nations Food and Agriculture 

Organization announced that the index of 

global food prices rose 6% in July, the largest 

monthly increase since November 2009.  The 

index is now just 10% from its historical high 

set in February 2011.  The global food chain 

has been under strain due to weather issues 

across the globe.  The U.S. drought, extreme 

temperatures in Russia, and excessive rain in 

Brazil have made this one of the most 

challenging periods.  In particular, prices for 

corn, wheat, and soybeans have increased 

dramatically.  Corn is 47% higher since May 

31st, before the U.S. drought took hold.  

Soybeans are 26% higher over the same time 

period.  Corn and soybeans are critical livestock 

feeds that drive retail prices for meat and dairy. 

Warm weather in the former Soviet Union is 

pushing the price of wheat higher, while 

excessive rain in Brazil is damaging sugar 

crops.  Officials at the World Bank and the U.N. 

World Food Program have cited concerns that 

governments will react to tighter food supplies 

by curbing food exports or hoarding, which 

would lead to still-further price increases in the 

months to come. 
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Despite recent heightened attention on 

Olympic-caliber athletes, it appears that the 

rest of the country is not in such good shape.  

The latest survey from the Centers for Disease 

Control and Prevention highlights the nation's 

continuing battle with obesity.  The survey uses 

people's self-reported height and weight to 

determine body mass index; a BMI of 30 or 

above is considered obese.  „Outdoorsy‟ states 

such as Colorado and Hawaii are the slimmest 

states, with 20.7% and 21.8% respectively of 

adults reporting an obese BMI.  The heaviest 

states were Mississippi and Louisiana, where 

obese adults make up 34.9% and 33.4% 

respectively of the population.  Extremes seem 

to correspond to general regional patterns, with 

western states tending to be leaner and 

southern states more portly.  The District of 

Columbia and commuter states around New 

York are also notable for their relative thinness.  

A separate study based on actual (not self-

reported) height and weight released in 

February put the national obesity rate even 

higher at 36%.  
Source:  U.S. Centers for Disease Control and Prevention  
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S&P 500Annual EPS Growth vs. Performance 

Despite the market‟s recent advance, investor 

sentiment about the stock market has grown 

pessimistic due to the perception that slowing 

economic growth is impacting corporate 

earnings.  An analysis of S&P 500 earnings 

indicates that, even when earnings decline, 

stocks often perform well.  During the years 

1951, 1952, 1961, 1967, 1975, 1980, 1982, 

1985, 1986, 1989, 1991, and 1998, EPS growth 

averaged -6.6%, but the average S&P 500 

return was +22.1%.  While periods of higher 

earnings growth have generally led to higher 

stock prices, periods of weakening earnings 

growth do not necessarily lead to lower stock 

prices.  There are simply times in which stock 

fundamentals and macroeconomic indicators 

disconnect.   
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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/

