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Emergency Rate Cut Is Only Part of the Solution

Shelter From the Storm

As the COVID-19 pandemic continues to disrupt
economic activity around the world, the S&P 500
has fallen nearly 30% from its peak level (3,386).
Although a recession hasn’t been declared, at this
point it’s a virtual certainty. The market selloff has
been painful, and the current environment is best
characterized as an event-driven shock to the
economy (rather than resulting from structural
issues or financial excesses). In most cases, the
recovery from such external shocks tends to be
relatively swift. Yet it’s understandable that
investors take little comfort at the moment, as such
a widespread pandemic is unprecedented in modern
market history. The efficacy of social distancing
efforts and governments’ ability to support
businesses and consumers in the meantime will be
crucial to how this chapter plays out.

On Sunday the Federal Reserve unleashed a
combination of emergency measures to help support
the economy amidst the COVID-19 pandemic. The
Fed Funds Rate was reduced to a range of 0% to
0.25% from 1.00% to 1.25%. The Federal Reserve also
announced a Quantitative Easing program to buy
$700 billion of government securities. As the
coronavirus outbreak takes an increasing toll on
supply chains and consumer demand, the
government continues to work through options for
additional stimulus to help weather the storm in an
environment where many are likely to become cash-
flow starved.
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A Reckoning in the Oil Market

Risks Vary Within the Fixed Income Universe
Although bonds are often considered the “safe”
segment of client portfolios, not all bonds are
created equal. Depending on their credit quality and
time to maturity, some bonds are vulnerable to
severe price declines. As investors have become
increasingly concerned about a recession, their risk
tolerance has substantially decreased.
Consequently, bonds with more default risk – such as
high yield corporate bonds - have declined in value,
while safer bonds - like Treasuries - have generated
positive returns. In recent years, many investors
have turned to high yield bonds and preferred stocks
to generate additional yield in a low-rate world.
However, investors are now more worried about the
return of their principal than the return on their
principal. Note: “IG” in the chart refers to
Investment Grade.

Oil prices plummeted below $25, their lowest levels
since the Gulf War, as production-related discussions
between Saudi Arabia and Russia broke down last
week. As a result, Saudi Aramco is increasing its daily
oil production by 1 million barrels (to 13 million
total) at a time when crude markets are already
over-supplied. While both countries will be damaged
by the conflict, the repercussions will be even larger
for higher-cost production areas (including most of
the U.S. shale companies). Another cruel irony of the
current situation is that coronavirus-induced social
distancing has prevented consumers from taking
advantage of lower gasoline prices.
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100-Year Storm?

The Problem With Market Timing
Over the past century, the S&P 500 has returned 9-
10% per year, on average. That average includes
many painful bear markets, multiple wars,
contentious political climates, and more than a
dozen recessions. Amidst the current turbulent
market environment, it’s a good reminder of the
importance of staying invested. History suggests
that although it's not always easy to stomach,
staying the course has paid off for long-term
investors. There may be periods of widespread fear
and/or weeks to months when stocks are severely
punished. Although nobody can (accurately) predict
when a bear market will bottom (it's never obvious
in real-time), keeping skin in the game is the only
way to capture the "upside" to volatility.

Countless professional sports leagues have put their
seasons on hold to help stem the spread of COVID-19.
Indeed, the rash of announcements last weekend has
proven to be one of the more eye-opening moments
for the American public about the severity of the
crisis. While the current NHL season has officially
been put on “pause”, in the 125-year history of the
Stanley Cup there is only one occasion when a
champion was not named. In 1919 the Montreal
Canadiens and the Seattle Metropolitans canceled
the series after five games due to the Spanish Flu
epidemic... As the saying goes, “History doesn't
repeat itself but it often rhymes.”
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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 www.harbourcapitaladvisors.com.

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.


