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This year‟s stock market rally has defied the 

expectations of many professional money 

managers who had anticipated a market 

decline.  Managers have focused on a multitude 

of headwinds (Europe's distress, slowing U.S. 

economy, and sluggish corporate earnings).  

Defensive fund managers are now facing what 

is known in finance as the „pain trade‟ (forced  

buying just to avoid underperformance).  The 

longer stocks hold their gains, the more fund 

managers are forced to start buying.  That, in 

turn, could give stock prices another leg up and 

potentially generate a perpetual cycle for the 

stock market.  The performance gap is 

particularly pronounced among hedge funds. 

As of the end of August, the HFRX Equity 

Hedge Index is up only 2.6% YTD.  The average 

mutual fund focusing on U.S. large-company 

stocks was up 6.9%, roughly half that of the 

S&P 500. 

This year, the world's central banks have 

injected unprecedented levels of fiscal stimulus 

into the global economy.  This week, the Bank 

of Japan became the latest central bank to ease 

monetary policy.  That follows pledges from the 

world's two largest central banks (U.S. Federal 

Reserve and European Central Bank) to launch 

open-ended programs to bolster their 

economies.  Amid the flurry of efforts from 

central banks, stocks and other riskier assets 

have rallied on expectations of accommodative 

monetary policy.  Investors have also been 

flocking to assets of countries that offer higher 

interest rates than the low rates offered in the 

U.S., Japan, and parts of Europe.  This is 

driving other central banks to employ their own 

measures, in part to keep their interest rates 

low or to make their currencies less pricey.  

Worries about inflation or asset-price bubbles 

have temporarily been pushed to the back 

burner.  However, should economic activity pick 

up, those concerns could quickly revive. 
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McDonalds announced that it plans to begin 

posting calorie counts on all of its menus.  The 

company also unveiled several new healthier 

menu options.  The moves could put pressure 

on other fast-food restaurants to do the same. 

Some food chains, such as Panera Bread and 

Au Bon Pain, already post calorie information 

on their menus, but McDonald's is the largest 

chain and the first fast-food company to do so.  

The move is part of an effort to get out ahead of 

pending federal menu-labeling requirements.  

Numerous chains have either reformulated 

menu items to be healthier or have started 

steering consumers to lower-calorie choices.  

According to the U.S. Department of 

Agriculture, Americans now consume a third of 

their calories and spend half of their food 

dollars on food from restaurants.  
Source:  McDonalds  
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Housing Starts and Existing Home Sales 

Housing construction and sales have advanced 

to their highest levels in more than two years, 

offering the strongest support that the housing 

sector has turned the corner after a six-year 

retreat.  In August, construction starts were 

reported at a seasonally-adjusted annual rate of 

535,000 homes, up 2.3% from the previous 

month and 26.8% year over year.  Existing 

home sales in August rose by 7.8% from July 

and climbed 9.3% from a year ago, marking the 

14th straight year-over-year sales increase. 

Sales grew even as the number of homes listed 

for sale was down sharply.  Stronger sales and 

construction should aid economic growth.  

Rising home prices help to reassure would-be 

buyers of the merits of their purchasing 

decision.  For current homeowners, rising 

values stimulate household spending through a 

concept referred to as „the wealth effect,‟ which 

posits that homeowners increase spending in 

proportion to anticipated changes in wealth 

over time.  Higher levels of new-home 

construction, meanwhile, would create jobs.  
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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/

