Market Recap

Defying Gravity

Share of Top 5 Companies in the S&P 500
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Scarce Supply in the Housing Market
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With a combined year-end weighting of 24.4%,
the top five companies in the S&P 500 (Apple,
Microsoft, Alphabet, Amazon, and Facebook)
haven’t packed such a punch since the late
1990s. Indeed, three of these businesses
currently enjoy a market capitalization above
the eye-popping trillion-dollar level. Unlike the
Dotcom bubble, which featured a rapid rise in
stock valuations despite unproven business
models, market valuations for the current
leaders are far more reasonable and are
supported by a solid earnings base. Exposed to
areas of secular growth and armed with network
effects-driven business models, these modern
Tech giants have deftly evaded a showdown with
that age-old nemesis, the law of large numbers.
Impressive as this run has been, the air is
getting thinner — Even in the absence of a
market crash or disruptive competition, many
observers reckon that regulatory action will
eventually pull these leaders back towards the
pack.

Housing should lend strength to the U.S.
economy in 2020 after being under strain for
several years in the aftermath of the Great
Financial Crisis. Mortgage rates have been
falling as a result of three-quarter point interest
rate cuts in 2019. Consequently, Americans
now find it more appealing to buy a home given
ratios such as buy-to-rent and payment-to-
income have returned to levels last seen in
November 2016. Although home buying demand
has been increasing, supply remains
constrained in most regions and overall
inventory has declined year-over-year for seven
consecutive months. In December, the months-
of-supply metric fell to just three months, the
lowest level ever recorded. As such, economists
expect that the imbalance between supply and
demand should lead housing prices to increase
by approximately 5% nationwide over the next
two years.

1/24/2020



Market Recap

Navigating the Municipal Bond Market
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E-Commerce — Not for Everyone
Category Online In-store
Books, music, movies & video games 6055 28%%
Toys 39% 37%
Consumer electronics & computers 43% 51%
Sports equipment/outdoor 36% A44%
Health & beauty (cosmetics) 37% 47%
Clothing & footwear A0% 51%
Jewelery/watches 32% 49%
Household appliances 33% 56%
DI¥/home improvements 30% 52%
Furniture & homeware 30% 59%
Grocery 23% 0%

Source: Harbour Capital Advisors, PWC Survey Data
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Increasing tax burdens have spurred investors
to focus on generating tax-advantaged income
with municipal bonds. While municipals are not
necessarily viewed as having comparable credit
quality to U.S. Treasuries, many investors flock
to them given their historically low default rate
of just 0.18%. Despite its popularity, identifying
investment opportunities within the municipal
market can be a daunting task. With over $3.8
Trillion outstanding, the municipal market is
relatively small compared to the corporate bond
market at $9.2 Trillion or the stock market with
$29.4 Trillion in aggregate capitalization.
However, the complexity of the municipal
market is evident as it has five times as many
issuers as the corporate bond market.
Furthermore, it includes over 1,000,000
individual bonds. Given these dynamics, there
are considerable benefits in adopting a hands-
on approach to managing a municipal portfolio.

Despite the convenience of online shopping,
many consumers still prefer in-store shopping
for certain purchases. Consumers often favor
online ordering for homogeneous products, like
books or movies, but would much rather visit the
physical store for differentiated products like
furniture, clothing, and groceries. These items
typically require in-store visits so consumers can
further examine products and get comfortable
before making the purchase. When it comes to
gauging the comfort of a new couch, trying on a
pair of jeans, or picking out a ripe apple, there
are still some real limitations to online shopping
experiences. As time progresses, retailers will
continue to explore new methods to drive and
incentivize online sales, as e-commerce tends to
offer better economics in most categories.
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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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