Market Recap

10-Year Treasury Note and Dow Jones Industrial Average Reaction to Fed Comments

The Dow Jones
Industrial Average
closed down 1.3% on the
Fed chairman’s comments.
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Mortgage Refinancing Index and 30-Year Fixed Mortgage Rate
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HARBOUR CAPITAL ADVISORS

Federal Reserve Chairman Ben Bernanke
spooked the financial markets with his
suggestion that the central bank may begin to
wind down its $85 billion-a-month bond-buying
program later this year and possibly end it
altogether by 2014. In support of its position,
the Fed offered new economic forecasts for next
year, including a projection that the jobless rate
(currently 7.6%) will fall to between 6.5% and
6.8% by the end of 2014. Financial markets
have been aided by the Fed's easy-money
policies. Globally, stock and bond markets
reacted negatively to the Fed’s comments. The
Dow Jones Industrial Average suffered back-to-
back declines of 200 points on the two trading
days following the news. Meanwhile, yields on
Treasuries hit their highest level since August
2011 as bond prices fell. The turmoil shines a
spotlight on vulnerabilities in the financial
markets and the world economy that have been
downplayed as central banks have flooded the
markets with currency.

Driven higher by concerns that the Federal
Reserve will slow its bond purchase program,
mortgage rates have been climbing for five
straight weeks. The latest data from the
Mortgage Banker's Association shows that the
average 30-year fixed rate is now 4.15%, up
from 3.59% in the first week of May. As a
result, the MBA's refinancing index is down
36% from its peak in May. Fears regarding Fed
policy have sparked a sell-off in the Treasury
market, causing yields on fixed income
instruments of all types — including mortgages —
to increase. In a concerning ripple effect, the
rise in mortgage interest rates has the potential
to slow housing sales and starts. The housing
recovery has been a key component to the
economic recovery, thus far.
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Cash is typically considered to be the safest
M arket Recap investment category, and there are important

reasons to hold cash in a diversified portfolio.
Cash, Stocks, and Bonds After-Tax Return It provides liquidity, so that long-term
Compound Annual Returns (1926-2012)

investments do not need to be sold to
accommodate short-term needs. Cash can also
smooth out returns and balance risks inherent
in other asset classes. It may not be that
surprising, therefore, that many investors are
moving into cash with the current uncertainty.
But these investors may be doing themselves a
disservice. The safety that cash provides comes
at a price. As a result of the impacts of
inflation, the purchasing power of cash erodes
over time. Even in this recent low-inflation
environment, returns on cash have not kept up
with price increases. So the value of cash
usually diminishes in real, or inflation-
adjusted, terms over time. Inflation and taxes
erode the long-term returns of all assets,
however, cash is the only major asset class that
has actually lost money over time.
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As the cost of a college education continues to
increase at a higher rate than overall inflation,
many have questioned the value of a college
degree. A recently updated report from
Georgetown University, “Hard Times”, confirms
that “it still pays to earn one”. Georgetown’s
most recent analysis shows that as the nation’s
employment picture improves, college graduates
continue to fare far better than less educated
workers. In 2010-2011, overall unemployment
rates were ~10% for non-college graduates
compared to 4.7% for college graduates 25
years of age or older. However, recent grads are
having mixed luck. Recent graduates who
studied nursing, elementary education, and
physical fitness have had the greatest success
coming out of the recession. Conversely, grads
with degrees in architecture and information
systems have fared poorest, hit hard by the
collapse of the construction industry and
reduced emphasis on hiring of information
specialists, respectively.
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Majors with Lowest and Highest Unemployment Rates




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.
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