Market Recap

Momentum Stocks’ Recent Performance
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Many of the most popular ‘momentum stocks’
have fallen sharply in the last few weeks. A
momentum stock is one which attracts
investors with quick acceleration in its stock
price or growth in company earnings or
revenues. Shares of Tesla are up sixfold over
the past year but off 10% in March. SolarCity,
a solar-panel company also chaired by Tesla
founder Elon Musk, is down 25% this month
after gaining 244% over the past 12 months.
Twitter has fallen 11% in March but has nearly
doubled since its November IPO. For some, the
recent selloff simply reflects the risks that come
with highflying stocks. To others, it signals a
broader warning sign that investors are feeling
less confident about the outlook for the market.
Underlying concerns about valuation, coupled
with worries over Federal Reserve policy and
corporate earnings, have not yet prompted
investors to move broadly out of all stocks.

Over the past few decades, global financial
markets have expanded substantially, bringing
both wealth and risk to all areas of the world.
Currently at $156 trillion, financial assets are
six-times larger than in 1990 and a multiple of
global GDP. The staggering growth was led by
fixed income markets. Between 2000 and
2013, debt markets grew three-fold, from $33
trillion to $90 trillion, as a result of aging
demographics in many developed countries,
heightened risk aversion, low interest-rate
policies, and record government spending to
boost ailing economies. In particular,
outstanding U.S. treasury debt more than
doubled from $4.5 trillion in 2007 to $11.9
trillion in 2013. The rise in global stock market
assets, from $49 trillion in 2000 to $66 trillion
in 2013, was partly driven by economic growth
in emerging markets, better prospects for
economic recovery in developed markets, and
an increase in initial public offerings (IPOs).
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Cost of Missing the Best Days in the Market
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Missing the best trading days in the market can
dramatically change an investor’s results.
Investors that remained fully invested in the
S&P 500 from 1993 to 2013, received a 9.2%
annualized return. However, if a decision to
exit the market resulted in them missing just
the ten best days during that same period, their
annualized returns would have narrowed to
5.4%. Missing the best 40 days would have
wiped out their gains entirely. It is important to
realize the total effect of being out of the
market; not only does one lose the returns of
that day, but also the growth of that return over
the remainder of the investment holding period.
Trying to time the market is extremely difficult
to do successfully and consistently. Investing
for the long-term, and staying invested while
managing volatility, usually results in a better
outcome.

In 1877, Thomas Edison introduced the
phonograph - the first device that could not
only record sounds, but also reproduce
recorded sounds. The device consisted of
waveforms that were engraved onto a rotating
cylinder. For the century thereafter, the
technology continued to improve, albeit slowly.
The phonograph gave way to superior sounding
Gramophone discs made of shellac, and later,
vinyl records. The pace of technological change
in sound recording dramatically changed in
the 1970s. Analog formats were introduced
through cassette tapes and the short-lived 8-
track, followed by today’s digital format in the
1980s, with CDs and MP3 files. Once digital,
music could be distributed over the internet,
providing options other than the old physical
formats. This has disappointed music execs, as
the income from online delivery, like streaming,
is a fraction of what is generated through
historical formats such as LPs and CDs.
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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.

HARBOUR CAPITAL ADVISORS 04/04/2014



http://www.harbourcapitaladvisors.com/

