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Rising Interest Rates Contain Hidden Risks for Bond Benchmarks

Retesting Market Leadership One of the defining features of the recent uptick

in market volatility has been the pullback in the

Technology sector, an area that has set the pace

for benchmark returns over the past few years.

While some of the pressures driving Big Tech

shares lower are new developments (e.g.,

increased regulatory scrutiny for Facebook, and a

tweet-storm aimed at Amazon), on a broader level

this reversion to the mean is a natural feature of

the markets – without such gut-check moments,

already crowded trades become prone to excess

(and the corresponding downward reversal).

Recent volatility aside, Technology companies are

still expected to achieve solid profit growth in

2018. However, it remains to be seen whether

increased regulatory oversight will curb Big

Tech’s ability to sustain healthy profit margins

over longer time horizons.

The Barclays U.S. Aggregate Bond Index (“Agg”) is

one of the most widely tracked fixed income

benchmarks. It represents a broad basket of

investment grade bonds, including: U.S.

government bonds, corporate bonds, and

mortgage-backed bonds. As the Federal Reserve

has started to normalize interest rates, the yield

on the Agg has moved higher, albeit from

historically low levels. However, this gradual rise

in yields has been accompanied by a sharper in

rise the Agg’s duration (i.e., its sensitivity to

changes in interest rates). The Agg’s increased

sensitivity to changes in interest rates is a

byproduct of recent bond market trends, as

issuers (i.e., corporations, governments,

homeowners) have elected to borrow more and

borrow at a longer maturity. This has led to a

larger share of longer maturity bonds, thereby

increasing the duration and the risk profile of the

Agg.
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Trucking Industry Struggles to Fill Jobs

Donating Appreciated Securities

Absent regular re-balancing, some stock

positions within an overall portfolio may

appreciate at a greater rate than other positions.

This can lead to imbalanced portfolios

characterized by concentrated positions (e.g..,

Apple at 10% of total portfolio). At this juncture,

selling the security for portfolio management

reasons can lead to a significant tax liability. An

alternative method to reduce this concentration

is to engage in an in-kind charitable donation.

Individual investors can select specific securities

(i.e., number of shares, cost basis, market value,

etc.) and donate those shares to a specific charity

(or charities). This enables an investor to reduce

their portfolio concentrations, increase their tax

efficiency, and maximize the dollar value of their

donation to a charity (or charities) of their

choosing. For example, if the market value of a

security is $50,000 and its cost basis is $20,000,

the investor avoids a $7,140 tax liability, donates

the full $50,000 to a charity of his/her choice,

and increases their tax efficiency by an

additional $2,642.

American trucking companies are keen to hire

more drivers as the economy continues to grow

and freight volumes increase. However, many

trucking companies are having a hard time

finding employees. With unemployment at

historically low levels, many potential truck

drivers are opting to pursue other careers in

construction, energy and manufacturing,

seeking better pay and working conditions.

These factors, along with the creeping threat of

automation, have made truck driving an

increasingly unattractive profession for younger

workers. To wit, we have seen the average age

among truck drivers trend higher over the past

5 years. As a result, this had led to a labor

shortage, which has forced trucking companies

to boost wages to retain talent. This has

resulted in higher input costs and lower

profitability for some retailers and

manufactures.
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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.

http://www.harbourcapitaladvisors.com/

