
On Wednesday, we had a global market sell-off 

sparked by concerns that Italy, the world's 

fourth largest borrower, may lose access to 

financing.  Italy’s debt load of €1.9 trillion ($2.6 

trillion) is the second largest in Europe behind 

only Germany.  This escalates fears that the 

Eurozone crisis has perhaps migrated from 

small fringe economies to one of their major 

economic powers.  The risks to the global 

economy are broad.  The European and U.S. 

financial systems are deeply intertwined, and 

Europe is a major export market for U.S. 

companies.  The Italian 10-year bond yield rose 

above 7%, as buyers for the debt could not be 

found.  Italy is under enormous pressure to 

demonstrate that it can deliver enough growth 

to work off its debt burden of 120% of annual 

GDP. 
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Ratio of Bullish to Bearish Advisors 

Source: Factset 

Despite the recent market volatility, investor 

sentiment continues to trend higher.  The 

number of optimistic investors in the latest 

survey from Investors Intelligence increased for 

the fourth straight week to 44.2%.  Sentiment 

has dramatically increased from the low reading 

of 34.4% just a month ago.  However, the 

current level of optimism does not suggest an 

end to the market advance; historically, the 

ratio has exceeded 50% before the market tops 

and investors take profits.  The ratio is still well 

below its April and July 2011 highs.  During 

those periods, bullish sentiment was above 

50%, peaking at 57.3%.  Current sentiment data 

suggests that we will continue to see advisors 

commit more assets to the market. 
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Much of the current focus of the direction of 

the economy centers on the upcoming election.  

President Obama faces one of the most 

challenging political environments, as he 

prepares to try to win a second term next 

November.  A state-by-state examination of the 

electoral map suggests that the president faces 

a far more challenging election than in 2008. 

President Obama was swept into office with 

365 electoral votes (270 needed to win the 

election), having won several traditionally-

Republican states.  He is currently falling behind 

in several of the battleground states that he 

won in the last election.  Based on current 

polling data, the upcoming election will be 

decided by 12 swing states, with Florida, 

Pennsylvania, and Ohio being the most highly-

contested.   Source:  Gallup 

Electoral Map 

U.S. Corporate Tax Rates (negative rates) 

Source: Institute on Taxation and Economic Policy 

The statutory corporate federal income tax 

rate is 35%.  However, a study by the Institute 

on Taxation and Economic Policy evaluated the 

tax records of 280 companies from the Fortune 

500 list with reliable pre-tax profit reports.  

Among these companies, the average effective 

tax rate between 2008-10 was 18.5%.  While 71 

companies paid over 30% of their profits in 

federal income tax, 30 had negative tax rates 

over the entire three year period.  Pepco had 

the lowest effective tax rate of -57.6%.  In at 

least one of the three years, 78 firms paid no 

taxes or had a negative tax rate.  A negative tax 

rate often reflects, among other things, the 

write off of capital investments before they 

actually wear out (known as "accelerated 

depreciation"), making use of tax-deductible 

stock options and industry-specific tax breaks, 

and utilization of offshore tax havens.  
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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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