Market Recap

U.S. Fiscal Deficit as Percent of GDP

As summer comes to a close, the markets may
have to brace themselves for a stressful fall as
Washington, once again, turns to budget

issues. Thanks in part to strong growth in tax

i ' ' revenue, this year’s federal budget shortfall will
1% - be the smallest in five years. Nonetheless, the
CBO indicates that the budget deficit is
2% -4 expected to remain between 2-3% of gross
domestic product (GDP) for the foreseeable
3 -3% - future. Of more imminent concern, the U.S.
90 government will reach its borrowing limit ($16.7
= -4% - trillion) in mid-October unless the debt ceiling
S is raised. In addition, September 30t marks the
& -5% - end of the U.S. budget fiscal year and Congress
must either pass a continuing resolution or
-6% adopt a comprehensive budget in order to
7% | sustain disbursements. The latter has not been
achieved in four years. Battle lines over the
-8% federal budget issues are once again being
2012 2014 2016 2018 2020 2022 drawn, with those desiring more government
support of growth opposing those concerned by
Source: Congressional Budget Office overwhelming costs of retirement and
healthcare.

U.S. Light-Vehicle Sales

since before the financial crisis. Low interest

rates and job growth are encouraging
consumers to trade in older (11 years, on
average) cars and trucks. All told, buyers

12§ | ~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~~ A8 1 purchased 1.5 million vehicles in August (up

1 503 '151 U.S. auto sales have reached levels not seen
]
\

17% from a year ago). Auto makers are adding
production capacity to satisfy heightened
demand, in hopes that surging sales will lead to
a sustained recovery in manufacturing jobs.
The faster-than-expected rebound in the U.S. is
a bright spot for domestic and foreign car
makers coping with slumping demand in
Europe and uncertainty in many emerging
markets. While the sales pace has returned to
pre-recession levels, the U.S. auto industry
looks nothing like its former self. GM, Ford, and
Chrysler are now much leaner, each having
dramatically reduced its workers and factories
Source: Autodata; WSJ during the recession.
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U.S. Commercial and Strategic Oil Stocks (Days of Net Imports)
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Rising Cost of College Textbooks

® College textbooks

® Consumer price index @ Recreational books
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Oil prices have been elevated for the past couple
of months, exacerbated by geopolitical risks.
Price increases are attributed to the unrest in
Egypt, rising sectarian violence in Iraq, and,
more recently, discussions of U.S. military
involvement in Syria. Although Syria has a
limited role in the production and
transportation of oil, its position in the region
and the potential for broader unrest contribute
to volatility in global oil prices. Fortunately, in
the U.S., reduced consumption and higher
domestic production have provided some level
of oil price stability. As a result, the stockpile of
oil in the U.S. has more than doubled
(measured by days of net imports), leaving oil
prices less vulnerable now than a few years ago
should a global interruption in oil supply occur.

In compliance with the Higher Education
Opportunity Act of 2008, schools and
publishers have increased the level of
transparency regarding textbook prices and
alternatives to textbook formats. Despite these
efforts, college students continue to be faced
with dramatic increases in the cost of college
textbooks. Since 2002, college textbooks have
more than doubled in price (up 102%) even as
prices for other books have fallen (down 1.5%).
Over the same period, the consumer price index
rose 32%. The climbing cost of textbooks is
viewed as an unforeseen cost that further limits
access to higher education. The hope is that
greater availability of digital options for
textbooks, as well as a wider market for used
books, may help ease costs in the future.
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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.

HARBOUR CAPITAL ADVISORS 9/6/2013



http://www.harbourcapitaladvisors.com/

