Market Recap

U.S. and E.U. Trade Ties with Russia
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European Manufacturing Growth and Market Returns

12-month changes in PMI manufaciuring data and 12-month market returns (price)
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Financial markets have been riled by the
ongoing tension between Russia and Ukraine.
While troubling to the U.S., these developments
will have a more significant economic impact on
the nations of the European Union. While U.S.
trade ties with Russia are important, the overall
exposure is a small component of the economy.
U.S. exports to Russia total approximately $11
billion, representing less than 1% of overall
American exports, while Russian imports to
America comprise 1.3% of U.S. imports (~ $30
billion). In Europe, the trade exposure is much
more extensive. E.U. exports to Russia total
$150 billion, accounting for 7.4% of those
nations’ total exports. Conversely, the
European Union receives nearly 12% (~$250
billion) of its imports from Russia. Much of
Russia’s exports consists of energy products.
Although the nations of the European Union
receive petroleum products from many
countries, Russia is the single largest source of
petroleum products for the region.

Notwithstanding a global economic backdrop
that includes a weather-related slowdown in the
U.S., currency devaluations and other
structural weaknesses in several major
emerging markets, and ongoing tensions
between Russia and Ukraine, the European
economy continues to churn higher. After
several quarters of decline, the region posted
growth of 1.1% in the fourth quarter of 2013.
Recent manufacturing data points to continued
expansion this year. Further progress could
bode well for investors as markets tend to react
positively to economic accelerations. While
lagging the U.S. recovery, analysts see parallels
in Europe, noting that European stocks remain
undervalued relative to U.S. counterparts. Over
the last twelve months, the MSCI Europe index
has risen 19.79%, virtually even with the S&P
hike of 22.6%.
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Risk-Adjusted Returns — Past 5 years versus Past 44 Years
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NCAA Tournament - How Often Seeds Advance to Each Round
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Over the past five years, the S&P 500 rose from
a low of 666 to over 1,850 today (an annual
return of over 23%). Likewise, commodity
prices have increased by a comparable level
during this bull market run. Thanks to four
years of Quantitative Easing, the Federal
Reserve System Open Market Account (SOMA)
also has grown from $584 billion to around $4
trillion. While the Fed’s balance sheet, the
stock market, and commodities are
substantially higher, interest rates are
essentially flat versus where they were five
years ago. Three-month Treasury bills are
yielding 0.05% versus 0.19% then, and thelO-
year Treasury bill is little-changed at ~ 2.80%.
Accordingly, “risk” as measured by annual
standard deviation levels is about the same,
however, the returns since March 2009 are
vastly higher, resulting in much higher risk-
adjusted returns. In fact, the past five years
represent one of the highest ever risk-adjusted
return periods for stocks.

Statistically, the odds of picking a perfect
March Madness bracket are one in 9.2
quintillion. However, an analysis of results
since 1985 when the field expanded to 64
teams divulges some patterns. No #16 seed has
ever advanced out of the first round. Nearly
90% of #1 seeds reach the Sweet 16 with more
than 40% making it to the Final Four. More
often than not, #9 seeds prevail over #8 seeds.
And seeds #10 through #12 tend to reach the
Sweet 16 more often than do #8 and #9 seeds.
In fact, #12 seeds have reached the Sweet 16
twice as often as have #8 seeds. Why? Ifa #12
seed is lucky enough to win round one, it
avoids facing a #1 seed, as a #8 or #9 seed
would have to. Nonetheless, teams seeded in
the top three spots in each quadrant have won
approximately 90% of the time. The only other
winners: fourth-seeded Arizona in 1997, sixth-
seeded Kansas in 1988, and eighth-seeded
Villanova in 1985.
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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. CIRCULAR 230 DISCLOSURE: To comply with Treasury Department regulations, we inform you
that, unless otherwise expressly indicated, any tax information contained herein is not intended or written to be used, and cannot be
used, for the purpose of (i) avoiding penalties that may be imposed under the Internal Revenue Code or any other applicable tax law, or (ii)
promoting, marketing, or recommending to another party any transaction, arrangement, or other matter. 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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