Market Recap

S&P 500 Drawdowns Since 2010
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Last week, we witnessed the negative reaction of
the stock market to Fed Chairman Bernanke’s
indication that the central bank may scale back
its bond-buying program later this year. This
experience, coupled with heightened market
volatility in the month of June (triple-digit
moves in 15 of the 19 trading sessions), has
been unnerving for investors. However, the fact
remains that the S&P 500 is only down
approximately 5% from its high of the year.
This measure is typically referred to as the
“market drawdown.” It is defined as the
percentage decline from the market’s highest
value (peak) to the lowest value (trough) after
the peak. Since 1970, the average annual
drawdown for the S&P 500 has been -27%. In
context, the current 5% decline looks mild
compared with drawdowns of 28% in 2009,
16% in 2010, 19% in 2011, and 10% in 2012. If
this year follows a pattern similar to those of
recent years, then we may experience further
declines before the market reaches a bottom.

After four years of sluggish growth, a growing
number of economists are forecasting an
acceleration of U.S. GDP growth in 2014.
Economists foresee a convergence of several
factors that could finally push the recovery into
high gear. First, after epic fights this year over
the fiscal cliff and sequestration, lawmakers
have finally managed to cobble together enough
tax hikes and spending cuts to at least stabilize
the country’s credit rating. Next, rising home
values are leading to fewer Americans trapped
in underwater mortgages that leave them owing
more on their home than the house is worth.
Rising home prices also boost household net
worth, adding to consumer confidence and
spending. Finally, businesses are expected to
gain some clarity on several issues, such as
healthcare and finance reform, which have
stunted growth and hiring.
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Pre-Retiree Plan Balance Growth (Q1 2008 — Q1 2013)
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Balances in defined contribution plans, such as
401(k)s, are at record levels. At the end of the
first quarter, the average defined contribution
account balance was $80,900, while the
average balance among participants who had
been actively participating in a plan throughout
the past 10-year period was $210,000. The
data may seem surprising given the dramatic
downturn of the market in 2008 and 2009.
Pre-retirees (those 55 and older) were the most
vulnerable. For pre-retirees who invested
continuously over the last 10 years, average
balances increased from $169,100 at the end of
the first quarter of 2008 to $255,000 at the end
of the first quarter of 2013 (a 51% increase).
This is in contrast to the pre-retirees who
abandoned equities in reaction to market
volatility in either late 2008 or early 2009 and
never rebalanced. These investors experienced
much more modest gains (25.9%), with
balances increasing from $80,210 to $101,000
over the five year period.

With the Wimbledon tennis tournament in full
swing this week, and highly-seeded contenders
falling daily, it is interesting to review the
history of Grand Slam champions since 1968.
If Serena Williams prevails at Wimbledon, she
will tie Roger Federer (who lost in the second
round) with 17 titles as the fourth highest-
ranking Grand Slam champion. She will then
be one title behind Chris Evert and Martina
Navratilova, who dominated women’s play in
the 1970s and ‘80s, but will remain far behind
the all-time leader, Steffi Graf, who had 22
tournament wins. The only other current men’s
champion remaining in the field at Wimbledon
at writing is Novak Djokovic. With a win this
week, he would vault into good company
alongside ‘80s champions, John McEnroe and
Mats Wilander. With the early loss this week of
both Federer and Rafael Nadal, some
aficionados are questioning whether men’s
tennis may begin to see a shift in dominance.
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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 6/28/2013



http://www.harbourcapitaladvisors.com/

