
Market Recap 

Source:  Commerce Department 

Components of GDP Since 2007  

GDP Impact Under Four Fiscal Cliff Scenarios 

Source:  Congressional Budget Office; Credit Suisse 

9/28/2012 

According to the Congressional Budget Office’s 

latest estimates, the “fiscal cliff” that may be 

realized on New Year’s Day is projected to 

reduce GDP by 2.4% in 2013.  The “fiscal cliff” 

results from numerous tax increases, coupled 

with government spending reductions, which 

spring into effect at the beginning of 2013.  If 

all of the elements of the “fiscal cliff” remain in 

place, the blow to the economy would be severe, 

with the potential to trigger another recession.  

However, this worst-case scenario is likely to be 

averted.  Significant tax provisions which are 

set to expire at the end of the year enjoy bi-

partisan support for extension or renewal.  Still, 

when such extensions or renewals are likely to 

be passed into law remains a large open issue.  

In any event, fiscal policy is likely to be a 

restraining influence under any plausible 

scenario next year. 

The Commerce Department revised the reading 

for second quarter Gross Domestic Product 

from a seasonally-adjusted rate of 1.7% to 

1.3%.  The reading was lower than the first 

quarter's 2% growth.  Manufacturers, in 

particular, have been afflicted by slowing 

growth overseas and looming federal budget 

cuts at home.  Softer consumer spending and 

exports, along with depleted farm stockpiles 

attributed to the Midwest drought, also were 

reflected in the new number.  Recently, 

however, there have been some signs that the 

economy is improving.  Job growth is viewed as 

the key to an improving economy because, with 

exports and business spending challenged, 

economic growth in the remainder of the year 

will hinge largely on how much consumers are 

willing to spend.  More new jobs, combined with 

rising home prices and consumer confidence, 

could lead to more spending.  Thus far, such 

progress has not been strong enough to offset 

the external forces holding back growth.  



It has been a long-held perception that the 

transformation of the news delivery landscape 

has included a significant decline in print 

media readership.  There are now signs that 

television news also seems to be losing its hold 

on the next generation of news consumers.  

Online and digital news consumption continues 

to increase, with more people getting news on 

cell phones and tablets.  Perhaps the most 

dramatic change has been the rise of social 

networking sites.  The percentage of Americans 

receiving news on a social networking site has 

doubled since 2010 from 9% to 19%.  Among 

adults younger than age 30, as many saw news 

on a social networking site (33%) as saw 

television news (34%), with just 13% having 

read a newspaper either in print or digital form. 

The proportion of Americans who read printed 

news (newspapers and magazines) continues to 

decline, even as online viewing has offset some 

of these losses.  Just 23% read a print 

newspaper, off by about half since 2000 (47%). 

 

 

 

 

These are among the principal findings of the 

Pew Research Center’s biennial news 

consumption survey, which has tracked 

patterns in news use for nearly two decades. 

The latest survey was conducted May 9-June 3, 

2012, among 3,003 adults. 

The decline of print on paper spans beyond just 

newspapers. The proportion reading a magazine 

in print yesterday has declined over the same 

period (26% in 2000, 18% today). And as email, 

text messaging and social networking become 

dominant forms of communication, the 

percentage saying they wrote or received a 

personal letter the previous day also has fallen, 

from 20% in 2006 to 12% currently. There has 

been no decrease in recent years in the 

percentage reading a book on a typical day, but 

a growing share is now reading through an 

electronic or audio device. 

While print sources have suffered readership 

losses in recent years, television news 

viewership has remained more stable. 

Currently, 55% say they watched the news or a 

news program on television yesterday, little 

changed from recent years. But there are signs 

this may also change. Only about a third (34%) 

of those younger than 30 say they watched TV 

news yesterday; in 2006, nearly half of young 

people (49%) said they watched TV news the 

prior day. Among older age groups, the 

percentages saying they watched TV yesterday 

has not changed significantly over this period..  
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According to the Department of Labor’s recently 

released report, consumers increased annual 

spending by 3.3% in 2011, the highest rate of 

increase since 2006.  The average level of 

spending was $49,705, the highest since 2008 

for consumers (defined as families, single 

people, and people living together and sharing 

expenses).  One factor in last year's spending 

increase was simply the rising cost of everyday 

goods. This is in contrast to 2010 when 

consumer prices also increased while incomes 

and spending fell.  In 2011, average income, 

before taxes, increased 1.9% to $63,685, 

providing more funds to spend.  All major areas 

of spending rose, with the largest increase of 

8% seen in transportation. Fuel spending rose 

25% in 2011, driven in large part by hikes in 

the price of gasoline (up 26.4%).  However, 

spending on entertainment, a better gauge of 

consumer optimism, also rose 2.7%, while 

outlays on apparel and services edged up 2.4%. 
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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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