Market Recap

Steel and Aluminum Tariffs Rattle Markets

These are the biggest steel exporters to the US
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The Trump administration announced new steel
and aluminum tariffs last week, a move aimed at
protecting domestic steel and aluminum markets,
but one that may backfire and have negative
implications for global growth. The 25% and 10%
tariffs on steel and aluminum, respectively, are a
response to rising global capacity in metals
markets and growing import levels from
geographies with relatively lower costs of
production (e.g., China). While the tariffs will
exempt two of the three largest exporters to the
U.S., the move is expected to put upward
pressure on the price of imported steel and
thereby make higher cost U.S. producers more
competitive. However, the tariffs will likely raise
input costs for U.S. manufacturers, potentially
reducing their profitability. Further fears exist
that the move may prompt retaliatory measures
from affected trading partners, which would have
a dampening effect on global trade and global
growth, while putting additional upward pressure
on inflation.

As is normal during the latter stages of an
economic expansion, a gradual tightening of labor
markets has driven an acceleration in wage
growth over the past two years, reflecting a
tipping point in the balance between labor supply
and labor demand. When wage gains begin to rise
faster than consumer prices, individuals enjoy
real income gains which typically results in
increased consumption and savings, driving
further economic growth. However, although
higher wages provide a tailwind to consumer
spending, they also translate into increases in the
inflation rate as higher production costs (i.e.,
higher wages) are passed on to consumers via
higher prices. While some investors may be
concerned that recent wage growth is a sign of
mounting inflationary pressure, longer-term
trends suggest that wages have further room to
run before they become problematic for the
economy.
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Alternative investments are a group of different
asset classes and investment strategies that
differ from traditional stocks and bonds.
Examples include Hedge Funds, Private Equity,
Private Debt, Commercial Real Estate (equity and
debt), and Commodities. Access to some of these
investment strategies are often restricted to
accredited investors who demonstrate an annual
income exceeding $200,000 or a net worth
greater than $1 Million. Alternative investments
are not intended to replace an entire stock and
bond portfolio, but rather to add to portfolio
diversification, as they do not move in lock step
with traditional stocks and bonds. This
enhanced portfolio diversification limits
drawdowns in a declining market and reduces
the overall volatility of a portfolio. Ilustrating
this point, a theoretical portfolio including a 25%
allocation to alternatives has outperformed a
portfolio of stocks and bonds over the past 20
years, while registering significantly lower
annualized volatility and smaller maximum
drawdowns.

Allocation to Alternatives Can Enhance Portfolio Diversification

Asset Allocation

Standard Maximum
20 Years ending 1/31/18 Return (%) Deviation Drawdown
(26) (26)

Hypothetical Portfolio 1 6.33 8.98 -34.06
Hypothetical Portfolio 2 6.64 7.22 -27.88

Submarine Cable Networks

B While many people think that overseas
communications are primarily done via satellite
technology, in reality it is a system of subsea
cables (which are faster and more reliable than
satellites) that do the heavy lifting in long-haul
communications networks that connect the
‘World Wide  Web’. Indeed, the first
intercontinental copper telegraph cables were
laid more than 150 years ago, and today fiber-
optic cables are used to transmit vast quantities
of information between data centers on either
side of the ocean. Ironic though it may seem,
this critical part of the modern “cloud” happens
to be buried under the seabed!
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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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