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The second quarter was eventful for investors in
most markets, and, as the second half of 2013
gets under way, they continue to face a myriad
of issues. The strategies investors had
employed predicated on the Federal Reserve
pumping an open-ended stream of money into
the financial markets are causing the most
concern. These strategies came under question
at the end of the second quarter after the Fed
hinted that a pull back on its low-rate policies
could be sooner rather than later, sparking
concerns about income strategies and
blindsiding investors with the resulting losses.
Some of the biggest declines came in areas of
the markets traditionally viewed as relatively
safe such as municipal bonds and dividend-
paying stocks. These investments attracted
enormous levels of capital as the easy-money
policies drove investors to seek alternative yield
sources. The safest investments, such as
Treasuries and bank deposits, are offering
meager returns by historical standards. At the
same time, global economic growth continues to
face challenges, which makes greater risk-
taking harder to stomach. Across major asset
classes, equities in developed economies were
the top performers for the first half of the year.
The Japanese Nikkei was the top performing
market during the second quarter, despite a
20% crash in the index following its peak on
May 22nd. The U.S. S&P 500 was also among
the top-performing areas in which to invest
despite a 6% pullback at the close of the
quarter. On the other end of the spectrum, 10-
year U.S. Treasury notes lost 8% of their value
during the second quarter, eating away at gains
posted earlier in the year. The losses in
Treasuries also sparked a retreat in emerging
markets with EM sovereign debt losing 6%
during the second quarter. The worst-
performing asset category was commodities led
by the decline in gold, which lost a whopping
23% in the second quarter as it fell out of favor
with investors.
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The bond market has recently experienced
significant selling pressure, driving interest
rates higher (since bond prices are inversely
related to yields). In particular, mortgage
interest rates were impacted. The average 30-
year fixed-rate mortgage rose from 3.50% at the
beginning of May to 4.46% last week (the
highest it has been since July 2011). Many fear
that higher mortgage rates will dampen activity
in the housing market. However, the impact of
higher mortgage rate has not yet been reflected
in recent housing data, which is still signaling
strength in housing. Existing home sales in
May rose at their strongest pace since
November 2009, and new home sales were the
highest since July 2008.

The U.S. medical system is the most expensive
in the world, with hospital costs representing
the most expensive component of medical care.
Total healthcare cost accounts for nearly a fifth
of this country’s economic output. Thirty-one
percent of that cost goes towards hospital care
alone ($850 billion in 2011). The costs of U.S.
care are also highly variable, with 10% of
hospital patients paying more than $12,000 a
day, while 25% pay less than $2,000. Overall,
based on a cost-per-patient-per-day, Americans
spend more than four times as much on
hospital care compared to other developed
nations.
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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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