Market Recap

2019: All Asset Classes Were Above Average
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Don’t Despair Over U.S. Debt Yet
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After a disappointing 2018, markets rallied in a
big way over the past year. Returns in 2019 for
all major asset classes (both domestic and
international stocks, bonds, and commodities)
finished above their 10-year averages. Such
broad-based strength is rather uncommon and
will certainly make for a difficult year-over-year
comparison in 2020. Indeed, 2020 is likely to be
a year where elevated expectations move lower
to align with economic fundamentals.
Consequently, asset returns are likely to be
relatively low. Historical averages provide a
useful context in setting expectations for longer-
term forecasts. However, history suggests the
returns in a given calendar year can vary
significantly. In both the good times and the
bad, a well-diversified portfolio remains a
fundamentally sound approach to managing
market volatility and achieving goals.

Total debt in the United States has risen
substantially in both absolute terms and as a
percent of GDP from a few decades ago. One
noticeable exception has been household
borrowing, which has fallen since the Great
Recession. Household net worth has risen
significantly while the percentage of income
consumers need to service their monthly debt
has declined with record-low interest rates.
Business debt has risen by roughly $5 trillion
during the last ten years. Consequently, the
debt-to-GDP ratio of the business sector sits at
its highest level in 40 years. Meanwhile, debt of
the Federal Government has exploded since
2008. However, the overall debt-to-GDP ratio of
the U.S. economy has receded from its peak
during the Great Recession.
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Lower Growth With Less Labor

Is the crashing age wave a never-before-seen event in human history?

Labor force growth rates

Percent change

2.4 Labor force growth: World
= (S-year annual change)

2.0 A —eeevrig ; - Labor force growth: US, Europe, Japan, China
(S-year annual change)

1.6
O IR P R e PP

0.4

0.4
0.8

1.2

Source: Fidelity

Starting Off On the Right Foot

What Will Your No. 1 Financial Resolution Be For 2020?

@ Build or add to my
emergency fund
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y,

@ Improve my credit score
@ mvest more (.5, stocks)

@ Make asignificant purchase
(e.g., home)

Pay down debt

Save for a major life event
(e.g., wedding or baby)

Spend less money
Other

Source: GOBankingRates
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A growing labor force is critical to economic
growth. Unfortunately, a significant decline in
labor is occurring globally, especially in
developed economies such as the United States,
Europe, Japan, and China. In 1985, the five-
year annualized growth rate of the earth’s labor
force peaked at +2.3%. By 2055, global labor
growth may diminish to just 0.2% from +1.0%
today. Among the leading four regions of the
world, the situation is even more dire. After
labor growth recently fell to zero, analysts
project labor growth rates to plummet to -1.0%
by 2055. Long-term global growth will be
hampered because declining populations will
consume less. Although retirees and older
generations may keep demand stable initially,
the pipeline of workers is not being replenished
effectively. Consequently, this may hinder
economic growth going forward.

The start of a new year is a great time to take
stock and set new goals (or re-commit to existing
ones). Whether it’s related to finances, health, or
something else, taking the time to articulate
goals provides a sound starting point for getting
more of what we want out of life. It’s also
important to set an achievable goal that is
facilitated by a well-structured game plan.
Without that, it can be easy to get overconfident
and go astray (we speak from experience!). When
it comes to saving more and spending less, a
handy way to simplify a savings plan is to set it
on autopilot—Setting up recurring auto deposits
to a savings account is a great way to make
consistent progress without a whole lot of effort.
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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

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. 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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http://www.harbourcapitaladvisors.com/

