Market Recap
A Challenging Year for Investors
Following two years of relatively low volatility and
strong returns for most asset classes, 2018
proved to be a more difficult year for investors.
For the full year, the S&P 500 was down -4.4%,
the MSCI EAFE index was down -13.8%, and
bonds returned +0.1%. While reversion to the
mean is a powerful and enduring market force,
what made 2018 unique was that virtually all
asset categories failed to deliver any real returns
during the year. As such, the benefits from asset
class diversification were rather disappointing
(i.e., allocating to both riskier and less risky
investments didn’t help much). Although such an
outcome is possible (albeit unlikely) in any given
year, investors should remain confident that over
longer time horizons, a well-diversified portfolio
remains a fundamentally sound approach to
managing market volatility.
Source: Morgan Stanley, Bloomberg

2019 Economic Outlook

Source: Morgan Stanley

As the calendar turns to 2019, economists
forecast that the U.S. economy will grow slightly
less than 2% in the year ahead. Granted that this
marks a meaningful deceleration from roughly
3% growth in 2018, the current expansion (one of
the longest in modern history) should continue as
real consumption growth (the biggest driver of
U.S. GDP) supports the broader economy. The
domestic employment picture is healthy, and
inflationary conditions remain benign. Although
financial markets have been rattled by a
flattening yield curve and moderating economic
data, the current market correction still appears
to be a reflection of moderating risk appetites
rather than the prelude to economic recession. In
the months ahead, key swing factors to these
forecasts include incremental shifts to the Fed’s
interest rate trajectory and the potential
moderation of international trade tensions.
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Ease of Doing Business Index
The Ease of Doing Business Index serves as a
benchmark study of business regulation from
190 different economies. Incorporating 11
different indicators, the index tracks how easy it
is starting a business, getting a location,
accessing
financing,
dealing
with
daily
operations, and operating in a secure business
environment. The lower an economy is ranked,
the easier it is to do business there. Depending
on the efficiency of business regulation in an
economy, it can be an enticing environment for
new business ideas to come to life, or it may not.
If economies are too harsh on regulations, they
will potentially forfeit capital investments,
incremental
job
creation,
and
increased
consumer choice provided by the newly formed
businesses.
Source: World Bank, Bloomberg

2018 Dogs of the Dow
The Dogs of the Dow is a bargain-hunting
investment strategy where an investor buys an
equal amount of the ten highest yielding
dividend constituents within the Dow Jones
Industrial Average (DJIA) at the start of the year
and rebalances just once a year. Though this is
a simple strategy, it has performed quite well
since 2000 – the ‘Dogs’ have had an average
annual return of 8.6% compared to the S&P
500’s 6.2% return… While those are impressive
results, it’s also important to keep in mind the
condition of financial markets back in 2000, as
the Tech Bubble was on the cusp of bursting.
These factors have somewhat inflated the
returns of the Dogs relative to what they may
otherwise have earned over a more normalized
market period including several business cycles.
Source: Bespoke Investment Group
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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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