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Impact of Skilled Labor Shortage - Manufacturing
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Amid the backdrop of modest economic growth
and lower commodity prices, the outlook early
in the year for inflation in the U.S. was
relatively benign. However, current data
indicates that both headline and core inflation
rates have ticked up over the course of 2014.
Although industrial metals prices tied to
Chinese demand have remained subdued,
agricultural and energy commodities have
moved higher due to severe weather and
geopolitical events. As a result, food and energy
prices have risen in recent months, causing
overall inflation to rise to 2.1%. Core inflation
(excluding volatile food and energy prices)
surpassed 2.0% in April mainly due to costs of
shelter. A few areas within the economy have
also experienced a pickup in wage growth.
Though most economists still believe that late-
cycle inflation pressures are not imminent,
commodity supply disruptions and firmer core
inflation are areas worth monitoring.

One of the biggest complaints among employers
today is their inability to find skilled workers.
A recent survey of over 300 executives indicates
that 39% of manufacturing companies face a
severe shortage of qualified applicants and 60%
find it difficult to hire the skilled workers they
need. As a result, companies report a 12%
increase in overtime cost, which, for the median
company means additional expense of $1
million annually. Further, companies see 10%
higher downtime and 8% higher cycle time.
Based on those assumptions, a hypothetical
2,000-employee manufacturer with $500
million in annual revenue loses approximately
11% of operating earnings, or $4.6 million per
year. Over half of those surveyed have plans to
increase production by at least 5% in the next
five years. Despite high unemployment, it is
becoming increasingly clear that there are
manufacturing jobs available for those with the
required skills.
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YTD Share of Global Stock and Convertible Bond Sales
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Capitalizing on investors' appetite for riskier
assets, companies have been issuing stocks at a
record pace. Offerings of stock and stock-
linked securities have raised $510 billion in
2014, exceeding the previous record for the
same time period ($499 billion in 2007).
Leading the pack, U.S. companies have raised
28% of the proceeds from these sales, followed
by China at 12%. Europe has also seen a
resurgence in activity, with U.K., Germany, and
France accounting for a combined 19% of the
volume. While many deals still originate when
growing companies look to fund expansion
plans, much of the volume this year has come
from private equity firms looking to cash out on
investments made before the financial crisis, as
well as from banks seeking to bolster their
capital cushion in response to increased
regulatory scrutiny.

The World Cup was not the only hotly contested
global competition during the month of July.
Far from Brazil, in Riga, Latvia, the World Choir
Games is coming to a close after ten days of
musical competition. The 2014 Games boast
460 amateur choirs from 73 nations competing
in 29 categories ranging from children's
ensembles to gospel. The competition has been
held since 2000, and produces a ranking of the
world’s best amateur choirs appearing at the
event. Last year, China dominated the top 100
league table with 14 choirs, followed by
Indonesia, Sweden and the U.S. with seven
each. While renowned groups such as the
American Boychoir and Britain’s Monteverdi
Choir (named the world’s best by Gramophone
magazine) did not participate in last year’s
Games, this list underscores the diversity and
depth of global talent represented. The 2014
Best Choirs List will be issued at the conclusion
of the games tomorrow.
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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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