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Upcoming Federal Obligations
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Barring an increase to the nation's borrowing
limit, the Treasury Department will have
insufficient cash to pay the country's bills,
benefits and other obligations as early as mid-
October. In order to avoid default, Congress
must raise the debt ceiling. Some Members of
Congress would like the Treasury to prioritize
the nation’s obligations, and suggest that
bondholders and Social Security recipients
should be first in line, followed by active-duty
military. Treasury officials have rejected such
proposals, yet acknowledged that one of two
scenarios may play out: Treasury may either
pay some bills in full and delay others; or it
may delay all payments due on a given day
until it has enough money on hand to pay them
all. Officials have indicated that the second
option would be the most likely and least
harmful of the two. In fact, the true
ramifications of refusing to raise the limit are
unknown as the nation has always managed to
reach a solution, however temporary, in the
past.

The stock market rallied following the Federal
Reserve decision to put off cuts in its financial
stimulus program. Following the news, the S&P
500 index returned to record territory.
Although the markets have subsequently given
back some of their gains with a shift in focus to
the looming budget debate in Washington, the
S&P currently sits above most Wall Street
strategists' year-end expectations. The average
year-end forecast among 13 strategists
monitored by Birinyi Associates is 1708. At the
start of the year the consensus forecast was
1560. Signs of overall investor optimism are
growing. Surveys suggest individual investors
have turned more bullish, and traders are not
using options as frequently to protect
themselves from declines, another sign of
confidence. Contrarian investors are quick to
suggest that such evidence of investor optimism
is a sign of a market peak.
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Barclays U.S. Aggregate Bond Index Returns
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Since 1980, the Barclays U.S. Aggregate Bond
Index (the most widely-used bond index) has
only recorded two annual losses. Over this
period, investors have benefited from a secular
decline in interest rates (and an associated rise
in bond prices). However, since May of this
year, bond values have been punished, and
investors are facing the likelihood of a yearly
loss for 2013. One dilemma is that traditional
fixed income strategies tend to be overly reliant
on falling interest rates and exposures to
government-related securities for their returns.
Such strategies made sense when those two
elements supported returns; today they serve as
detractors. A period of continued
‘normalization’ of interest rates (the Fed defines
its longer-run normal rate for short-term
Treasuries as 4 - 4.5%) suggests the possibility
for additional losses in the future from
traditional "core" fixed income investing.

U.S. calorie consumption has significantly
increased since the early 1980s. From 1981 to
2012, the average consumption per person rose
from 3,200 to 3,900 calories per day.
According to the USDA, some of the increase in
caloric intake is associated with eating out
more often. Food-away-from-home provided
32% of total food energy consumption in 1994-
96, up from 18% in 1977-78. Data shows that,
when eating out, people have a tendency to eat
more or to eat higher calorie foods (or both). A
variety of other factors have contributed to
consumption growth, including changes in
relative prices, increases in disposable income,
more new products (particularly more
convenient ones), expanded advertising, and
greater focus on nutrient-enrichment and food
fortification. Socio-demographic trends (among
them, more two-earner households, a taller
population, and increased ethnic diversity) have
also influenced changes in consumption.
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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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