Market Recap
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S&P 500 Share Repurchases
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According to the latest revision, gross domestic
product contracted by 2.9% during the first
quarter, posting the economy’s weakest
quarterly performance since 2009. Despite the
poor reading, economists and investors have
largely shrugged off the data. Consumer
spending, the largest component of the
economy, fell dramatically as the harsh winter
weather kept customers from making
purchases. It is believed that much of those
sales were not lost forever, but simply deferred
temporarily. Logically, the difficult winter also
delayed shipments, resulting in a decline of
exports. However, other indicators, such as
health care spending and job growth, were
confounding. There was a sharp decline in
health care spending despite an increased
enrollment in health insurance due to the
Affordable Care Act. Further, in the last five
months, the economy added 1.1 million jobs,
signaling that the recovery is still progressing,
albeit slowly.

During the first quarter, share buybacks for
S&P 500 companies grew 50% from a year ago
to $154.2 billion, rising to the highest level
since 2007. Major purchasers included Apple,
IBM, FedEx, Boeing, Abbott Laboratories,
Corning, and eBay. Repurchases are viewed as
a positive trend in that they signal that a
company views its stock to be undervalued.
Further, they result in an increase in relative
value of shares owned by the remaining
shareholders. While stock repurchase
authorizations for the second quarter were
lower, two recent trends lead investors to
anticipate a return to record buybacks during
the second half of the year: 1) as stock prices
continue to rise, companies need to repurchase
shares in order to offset the dilution created by
company stock options, and 2) companies
currently hold high levels of cash and stock
repurchases are typically a preferred
deployment option.

07/03/2014


https://portfolio.wsj.com/portfolio?mod=WSJ_port_quotechicklet
https://portfolio.wsj.com/portfolio?mod=WSJ_port_quotechicklet
https://portfolio.wsj.com/portfolio?mod=WSJ_port_quotechicklet
https://portfolio.wsj.com/portfolio?mod=WSJ_port_quotechicklet

M arket Recap Pension funds and university endowments have

missed out on much of the stock market rally
since 2009, following a push to diversify into
other investments which, subsequently, have
had generally lackluster performances. The

Asset Allocation of Pension Funds and Endowments

Pension plans Alternatives = Fixed income ® Stocks

100% institutions, ranging from large corporations to

big universities shifted long-only stock assets
into hedge funds, private equity and venture
capital. But while these alternative investments
outpaced stocks during 2008's market
meltdown and are seen as potentially less
volatile, they have lagged behind stocks since
2009, a period in which U.S. stock indexes have
more than doubled. While this diversification
strategy may be beneficial in the long run,
missing out on recent stock gains adds to
challenges facing pension funds, some of which
do not have sufficient assets to meet future
obligations. For universities dependent on

Corporate Public Endowments endowment income, moving into more illiquid
Source: Pension & Investments, National Association of College & University investments may pose challenges in times of
Business Officers and Foundation Center stretched resources.

Evolution of U.S. Single-Family Home

100 M 4 bedrooms or The average size of homes built last year hit
- L - 2,600 square feet, an all-time high that
B2 s ocinoie surpassed even the housing bubble years (when
75 gerage homes averaged 2,300 square feet) and it
B A porch dwarfs the size of homes built back in 1973

W Air conditioning . .
(median size was 1,525 square feet). There was

a time during the Great Recession when

50 Americans were rethinking mega-homes and
reining in their budgets. However, today, high-
end homes are driving new home construction

25 with what would be luxuries for many
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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.
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