Market Recap

First Half 2014 Performance of Major Asset Classes

* 9.7% Performance over the
2014 first half of each year
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Stocks, bonds, and commodities rallied in
unison during the first half of 2014, a
phenomenon not seen in more than 20 years
(since 1993). Simultaneous rises in the six
major investment categories (see chart) are
unusual, because stocks and most commodities
tend to rise in good times, while bonds and gold
often prosper during periods of economic
weakness and market distress. The recent
rallies reflect market resilience despite uneven
economic growth and political and economic
unrest in the Middle East, Ukraine, and
elsewhere. Many investors point to signs of
global economic gains supported by the
commitment of central banks. Others suggest
that the sharp declines in bond prices and gold
last year amid a 30% rise in the S&P 500 set up
those assets for a rebound.

During the Federal Reserve’s June policy
meeting, officials agreed to end bond
purchases in October, putting a definitive end-
date to the program. The central bank has
reduced bond purchases in $10 billion
increments this year, from a peak of $85 billion
to the current $35 billion a month. The plan is
to further reduce bond purchases in $10 billion
increments at each of the next two policy
meetings and conclude the purchases with a
final $15 billion reduction in October. With the
cessation of the bond-buying program, the Fed
and investors will turn their attention to the
timing and pace of interest rate increases. Fed
Chairwoman, Janet Yellen, has indicated a
desire to hold off on ratcheting up rates to avoid
choking off the recovery. However, waiting too
long may spur inflation or even a financial
bubble. The current consensus view is that the
first rate hike will come next year.
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Net Flows for Equity Mutual Funds
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Most investors have a propensity to mistime
their investments by buying high and selling
low. For the past 15 years, the S&P 500’s
return was 4.25% per year, which for 15 years
compounds to 86.7%. But the ‘investor return’
of S&P 500 exchange-traded funds, as
calculated by Morningstar, was just 2.29% per
year, for a total return of 40.4%. That means
that because investors have entered and exited
the market at the wrong times collectively, they
have missed out on more than half of the total
return. Fund flows into/out of equity mutual
funds during the same rough 15-year period
show that inflows peak at the exact market top,
while outflows peak at the exact market bottom.
The best strategy for an investor to deploy is to
hold steady with a long-term market orientation
during times of greed/euphoria and periods of
fear/panic.

Independence Day is traditionally the most
popular time of the year for Americans to cook
outdoors. Rising prices for beef, dairy, and
produce means Americans spent the most ever
for Fourth of July barbecues this year. The
Bloomberg-compiled “barbecue index” tracks
U.S. retail prices for ground beef, white bread,
American cheese, iceberg lettuce, tomatoes, ice
cream, and potato chips. The index climbed
5.1% in May from a year earlier to the highest
ever for the month. Prices for ground beef are
16% higher than a year earlier, while ice cream
increased 1.7%, and tomatoes soared 12%.
Ground beef prices are at record levels amid a
shrinking U.S. cattle herd, while the drought in
California has boosted produce costs.
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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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