
The Europe-driven rally this week puts the 

market on track for its best monthly gain in 37 

years. October is notoriously challenging for 

the market; however, this month was especially 

good for investors with the Dow and S&P 500 

on track for their best October ever. The Dow 

is up 12% and the S&P is 14% higher for 

October thus far. The S&P managed to rise 

above its 200-day moving average, a positive 

technical trend. The rally this week took hold 

after European officials struck a deal to boost 

their bailout fund and reached an agreement for 

private investors to take a 50% loss on Greek 

debt.  Stock and commodities markets, 

correlated closely with the euro, moved higher 

in lockstep, as the euro gained more than 2% 

against the dollar.  
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The Commerce Department announced that 

Gross Domestic Product expanded at a 2.5% 

annualized rate in the third quarter.  It was a 

dramatic increase from the 1.3% GDP rise in 

the second quarter.  The economy grew at its 

fastest pace for the last year as consumers and 

businesses stepped up spending, creating 

momentum that investors hope will carry into 

the final three months of the year.  The 

expansion was a welcome relief for an economy 

that looked to be on the brink of recession just 

weeks ago.  Consumer spending was the 

strongest since the fourth quarter of 2010, 

while business investment spending was the 

highest in the last two years. Businesses had not 

anticipated the strong demand and were slow 

to restock inventory. The latest thinking is that 

the increased spending and slower pace of 

inventory accumulation could lay the foundation 

for a solid fourth quarter.  However, a 

slowdown in Europe and the exhaustion of 

pent-up U.S. demand could leave a weak spot 

early in 2012. 
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Regulators around the globe have been 

contemplating changes to tax policy to stabilize 

their revenue base in the face of continued 

economic uncertainty. However, according to 

the KPMG Tax Rate Report, only 10 of 96 

countries recorded changes to top personal 

income tax rates for 2011. High earners in 

Belgium, Greece, Germany, and France pay the 

highest overall taxes. Belgium’s government 

taxes high earners at almost 48%. Between 

2003 and 2009, the highest tax rates on 

personal income declined globally. But last year, 

they increased by 0.4% as governments sought 

to reduce deficits. Troubled euro-zone 

economies such as Iceland, Ireland, Spain, and 

Portugal were among the countries that levied 

more on their top earners.  

According to data from the Bureau of Labor 

Statistics, average annual consumer spending  per 

household fell by 3.1% to $48,109 between 2007 

and 2010.  Households are spending less on 

discretionary items such as clothes and eating 

out and more on essential items such as utilities 

and healthcare.  Average prices increased 5.2%, 

so real consumer spending fell by over 8%. The 

recession and economic slowdown have reduced 

purchasing power, and consumers are tightening 

their belts. There are some positive effects to be 

gleaned from the data. Real spending on tobacco 

products fell 23%, largely because the price of 

tobacco products increased 46%.  Similarly, 

spending on fruits and vegetables increased 9% 

and decreased 6.5% on sugar and sweets. During 

the good times of 2003-06, consumer spending  

rose by 8%.  During that time, alcohol and 

household furnishings spending increased by 19% 

and 13% respectively.  Contrast that with 2007-

10 when spending on each of these items fell by 

over 16%.  
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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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