Market Recap

S&P 500 10-Year Rolling Annualized Return
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Relative Price-to-Book Ratio of Eurozone and U.S. Equities
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Over the last ten years, the S&P 500 has risen
64.8%. While this might seem to be an
impressive result, the currentlO-year
annualized return is one-third lower than the
average rolling 10-year return since 1937, and
is significantly lower than top previous cycles.
Since 1937, the average rolling 10-year return
for the S&P is 103%. The past 10 years include
periods during which stocks were both
significantly lower and significantly higher
which is typical for stocks over long periods of
time. Historically, once the long-term mean has
been exceeded on the up-side, annualized
returns have remained above the mean for an
average of 17.5 years. The current market is
trending towards the 10-year average, and
history would point to continued positive
returns for several years once it crests that
level.

Driven by dual beliefs that U.S. stocks are
expensive and volatility in emerging markets is
high, investors are increasingly seeking
exposure in the developed international
markets of Europe. European equities have
gained momentum as a result of strengthening
economies, improving investor confidence in the
battered region, and attractive stock valuations
relative to U.S. stocks. The price-to-book ratio
(price of stock divided by net assets) of the
MSCI Europe versus the S&P 500 shows that
European stocks are inexpensive versus U.S.
equity. Further, demonstrating slow, but
steady, recovery, the Eurozone’s economy grew
by 0.3% in the final three months of 2013,
improving over 0.1% growth in the previous
quarter. U.S. flows into European equity ETFs
total $5.3 billion this year, while single country
funds added another $1.4 billion.
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18-Year Annualized Rolling Returns (1978-20 13) Despite the ever-rising cost of a college

p— education, 69% of money invested for college
education is invested in cash or cash equivalent
18% 4 1T.4% accounts. Parents and grandparents are often
16% 4 pessimistic about taking on the risk of the
as ] '4’“‘ financial markets and, instead of investing the
12 - assets earmarked for tuition, they leave these
12% 4 savings in cash, hoping to preserve principal.
10% o This strategy is often in contrast to their own
e 4 - ad personal savings approach. In rolling 18-year
£7% periods since the late 1970s, the average
&% s m sS85 annual return for cash of 4.1% is well below the
4% o average annual 7.1% tuition increase. A
— - diversified 50%-50% portfolio of stocks and
16% bonds offers higher returns than cash, giving
o shos | Bamds | 50650 | oo | M mease the iljlv.estor the opportunity to §tay ahead of
Portfilo c;J:lllhege the rising cost of higher education.
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Growth of Master’s Degrees Today, more than 16 million people in the U.S.
(8% of the population) hold a master's degree.
This represents a 43% increase since 2002, and
makes a master’s degree as common as a
bachelor’s degree was in the 1960s. Over this
600000 period, the number of academic areas
credentialed by a master’s degree exploded with
well over 100 degrees available today. In 1970,
the 15 most popular master's degrees
comprised 94% of all degrees awarded.
Education was dominant, and many of the
other master's degrees were in traditional

200,000 academic fields (e.g. mathematics, philosophy,
music, and economics). Over the next four
decades, these lost ground to professional
degrees (e.g. business, accounting, social work,
and veterinary science). Today, an MBA is the
1970-71 1980-81 1990-91 2000-01 2002-03 2004-05 2006-07 2008-09 2011-12 most popular advanced degree, and the fastest
growing master’s are in the fields of Law
Enforcement, Leisure and Fitness Studies, and
Engineering Technologies.
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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 05/30/2014



http://www.harbourcapitaladvisors.com/

