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Holding the Fed’s Feet to the Fire

The Mid-Cycle Transition

• Thanks to easy year-over-year comparisons
(during the height of the pandemic), GDP
growth for the second quarter of 2021 is
expected to reach its strongest quarterly growth
rate since 1978.

• Although many economists expect U.S. GDP
growth will remain both above-trend and above
consensus forecasts through the next few
quarters, the pace of growth will likely peak
within the next two months as the tailwinds from
fiscal stimulus and economic reopening reach
their maximum impact and then begin to fade.

• The Fed has been clear in its view that recent
inflationary pressures will prove temporary. That
stance will be tested over the next several
months as growth momentum increases the risks
of eventually overheating the economy.

• Consumer expectations have risen sharply,
businesses are expected to continue raising
prices, and supply-side bottlenecks have led to
elevated input costs. If wage inflation gets
caught up in the current normalization of overall
inflation, it is unlikely that the inflation spike will
be as transitory as the Fed is currently
suggesting.
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Taking Flight (Again!)

Financing Planes, Trains, & Automobiles

• Municipal bonds are issued by state and local
governments to raise funds for public projects
and general upkeep. Municipalities pay investors
back through tax revenues, road tolls, and
university tuition, to name a few.

• Favorable tax treatment is a key attraction for
investors, as municipal bonds are exempt from
federal income tax (and often at the state and
local level too). Moreover, because muni bonds
are backed by the government, they typically
have lower default rates than comparable
corporate bonds.

• The travel industry recently hit a major milestone
– the TSA screened more than 2 million people
for the first time since the onset of the pandemic.
In a pre-COVID world, this was a daily event.

• With pent-up travel demand, strong vaccination
rates, and a climbing number of people
screened by the TSA all point towards strength
in the travel industry and an economy pushing
hard towards a return to normal.



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.
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