Market Recap

Synchronized Global Growth

Projected GDP Growth Rates
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Economic growth accelerated around the world in
2017, supporting earnings growth and the stock
market. Moreover, this trend of globally
synchronized growth is expected to continue in
2018. While economic growth rates in developed
markets like the U.S. and Europe increased,
those rates were well below the rates achieved in
emerging markets like China and India. Emerging
markets continue to benefit from favorable
demographics and labor outsourcing trends to
lower cost regions. This long-term trend is
expected to continue despite a rising tide of
populism. Non-U.S. developed market stocks and
emerging market stocks remain priced at a
discount relative to U.S. stocks. With favorable
valuations and a favorable economic
environment, many expect these markets to be
the primary beneficiaries of the ongoing global
expansion.

Investor sentiment, as represented by various
indices, is elevated. Enthusiasm for stocks has
been strong, helped by: improved global growth,
tax reform in the U.S., accommodative monetary
policy around the world, and positive price
momentum. U.S. stocks have advanced for
approximately fourteen consecutive months, one
of the longest periods ever. While the
fundamental economic environment remains
favorable for stocks, the recent spike in
enthusiasm often leaves more experienced
investors with a measure of pause, as elevated
investor sentiment is typically a contrarian
indicator of future returns.
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Return Quilt and the Benefits of Diversification
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The U.S. as an Energy Superpower
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For the second consecutive calendar year, all
asset classes generated positive returns.
Nevertheless, the return differences among
various asset classes are noteworthy. For
example, emerging market equities generated a
38% return, while cash generated a 1% return.
These year to year return differences highlight
the importance of portfolio diversification as a
risk management tool. A well-diversified portfolio
can reduce the large performance swings
typically associated with investing in only one
asset class. These year to year return differences
also illustrate the concepts of return cyclicality
and mean reversion. Put differently, periods of
outperformance are often followed by periods of
underperformance. Emerging market equities
and non-U.S. developed market equities
outperformed from 2003-2007, underperformed
from 2008-2016, and have started to again
outperform in 2017.

In 2017, the U.S. became a net exporter of natural
gas for the first time in over 50 years. This follows
a similar net export position also achieved recently
in crude oil. These events have fundamentally
shifted the conversation of the U.S.’s energy
security, with major implications for economic
growth, geopolitics, and trade. This dramatic
change is a testament to the power of hydraulic
fracking technology. The U.S. is now the world’s
largest producer of natural gas (having surpassed
Russia in 2009) as domestic production volumes
have increased by more than 30% since 2008.
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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/

