Market Recap

Implications of a Weaker Dollar
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Rising Expectations for 2018

Figure 1: % of S&P500 companies raising FY'18
EPS guidance - the highest in at least 6 years
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Figure 2: Weekly EPS revisions have turmed
positive across all the main regions and are
highest ever in the US
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Accelerating economic growth around the globe is
encouraging fund flows into the yen, euro, and
many emerging market currencies, putting
increasing pressure on the U.S. dollar. The U.S.
Dollar Index recently fell to its lowest level in
more than three years, extending the near 10%
decline suffered by the dollar in 2017 (the largest
yearly decline since 2003). Further weakening of
the dollar would have significant implications for
investors. A weaker dollar makes U.S. exports
relatively cheaper around the world, providing a
tailwind to sales and profit growth for large U.S.
multi-national firms. U.S. based international
equity investors will also benefit, as the absolute
dollar value of their investments will increase as
the currency depreciates. On the other hand, a
weaker dollar also results in higher import prices.
The Fed will be watching this dynamic closely, as
it could eventually drive marginally higher
inflation readings.

Earnings season is well underway, with
approximately one-third of companies in the S&P
500 reporting figures for the fourth quarter of
2017. The prevailing trend thus far has been
positive, with healthy revenue and earnings
growth across most sectors of the economy.
While these backward-looking figures are
important, the outlook for the future is perhaps
even more so. To that end, forward earnings
guidance has been encouraging, with many
companies raising their estimates for the current
calendar year. This balance between healthy
actual earnings and forward-looking estimates
has helped sustain the positive momentum in
U.S. stocks.
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Positive Output Gap Signals Latter Phase of Business Cycle

Output Gap, % of Potential GDP
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Super Snacking Habits

Retail sales spike for selected products in the week leading up to Super Bowl

Refrigerated dips
Barbeque sauce 41%
Mexican sauce
sour cream |2
Pracessed cheese [ R

Frozen pizza 17%
Frankfurters 15%
Salty snacks

Beer/alefalcoholic cider 13%

Mustard and ketchup a 1
i
Spirits/liquor 12% i \”

Crackers IR

Source: Wall Street Journal
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The output gap is a measure of the difference
between the actual output (GDP) of an economy
and its potential output (i.e. GDP at full capacity,
or maximum efficiency). A positive output gap
occurs when demand is very high and factories
and workers operate above their most
(sustainably) efficient level to satisfy that
demand, while a negative output gap occurs
when excess spare capacity exists due to weak
demand trends. A positive output gap is also the
hallmark of an economy in the late stages of
cyclical expansion, and suggests that an
economy’s ability to driver faster growth is nearly
tapped out. While today’s near-term outlook is
stable and there is not a consistent level at which
a positive output gap signals recession, it’s
unlikely that the pace of GDP growth will tick
meaningfully higher in the current economic
cycle.

Consumer spending habits around certain
holidays and sporting events can be important
from an economic perspective, and revealing from
a sociological one. The 52nd annual Super Bowl
will be played this weekend, with an estimated
viewership of 110 million people in the U.S. alone.
Americans have grown fond of this stealth holiday
over the years, with many family and friends
gathering to watch the year’s most highly
anticipated football contest, as well as the unique
(and extremely expensive) television commercials.
For a variety of snacking categories, Super Bowl
Sunday has become one of the most significant
days of the year.
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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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