Market Recap
U.S. – China Tariffs
The American and Chinese governments will
undoubtedly continue to jockey for position
amidst an environment of elevated trade tensions.
Although negotiations at the recent G20 summit
provided some near-term clarity on the tariff
situation, there is still much disagreement
amongst economists as to the trade war’s true
impact. The variance in forecasts is attributable
to uncertainty about future policy actions, their
secondary effects on other trade partners, not to
mention the ultimate time horizon for the conflict
itself. While the consensus view is an expected
decline in global economic output, most studies
also suggest that over the intermediate term, the
economic
consequences
should
remain
manageable for the U.S. economy.
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Yield Curve Inversion
While an inverted yield curve (when short term
interest rates exceed long ones) is a well-known
augur of recession, many don’t realize that there
can be significant (and varying) lag time between
the initial inversion and the eventual descent into
recession. Indeed, although the yield curve has
inverted prior to each U.S. recession over the past
50 years, on average it did so nearly two years (22
months) before the actual onset of recession.
Surprisingly, stock returns over the 12 months
following initial inversion have averaged +11%.
The markets will be watching closely to glean if
and when other key recession indicators (e.g.,
rising unemployment, credit deterioration) will
corroborate the yield curve’s warning.

Source: Credit Suisse, Federal Reserve

12/14/2018

Market Recap
The Rise of the Standard Deduction

Source: Harbour Capital Advisors

35th Annual PNC Christmas Price Index

Source: PNC

As 2018 wraps up, households should start
thinking about their upcoming tax filings.
Though filing deadlines are still distant, new
legislation will impact many tax payers. One
notable change this year is the nearly doubling of
the standard deduction, which should simplify
both the calculation of taxable income and
preparation of tax returns. With over half of
households already selecting the standard
deduction, the amount is expected to increase –
the revised tax code is set up so more households
are incentivized to select the standard deduction,
meaning a household with a married filing jointly
status needs more than $24,000 (previously
$12,700) of itemized deductions for it to be worth
it to itemize. Additionally, there are new
limitations on some itemized deductions that
previously did not have ceilings, such as state
and local tax deductions, which are now capped
at $10,000 for married filing jointly households,
while many other itemized deductions were
eliminated entirely.
Since 1984, PNC has helped monitor the price of
gifts from the holiday favorite song “The Twelve
Days of Christmas” through its Christmas Price
Index. The index tracks the current cost of one
set of each of the gifts, while also serving as a
light-hearted inflation gauge. When the index
first started, goods (e.g., five golden rings) were
the most expensive component of the index.
Since then, the price of services (e.g., nine ladies
dancing) have grown at an accelerated rate
relative to goods, making them the more
expensive constituent in the index today. Wage
increases and fuel costs have been key
contributors to the rise of the index. While it
may not be the most methodical approach, the
PNC Christmas Price Index allows for a slightly
more fun way to introduce basic economics to
the family!
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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 noninvestment 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. 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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