Market Recap

Emerging Markets Under Pressure
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Emerging Market stocks sunk into bear market
territory this week and as they have now fallen -
20% from their January peak. With substantial
USD-denominated debt, a strengthening dollar
and higher rates have pressured shares and left
some of the more fragile developing economies
vulnerable to further weakness. Argentina and
Turkey are both struggling to contain spiraling
inflation amidst domestic unrest, and there are
fears that the contagion could spread further.
Waning global manufacturing PMI readings
reflect increasing pressures in global trade (many
EM countries are highly dependent on exports to
drive growth), and the threat of additional U.S.
tariffs on China has only exacerbated the
situation.

Many investment practitioners look at market
leadership as an indicator of overall market
health and signs of a potential market peak.
Market leadership refers to when a few stocks like
the FANGs — Facebook, Amazon, Netflix and
Google — dominate the stock market with gains
being concentrated among them. Market
concentration reached extreme levels during the
Dotcom bubble. The Dotcom bubble saw the
rapid rise in stock valuations as investments in
Internet companies dominated the market in the
late 90s. Valuations grew exponentially resulting
in the bubble bursting in 2000. The top 50 stocks
during the Dotcom bubble accounted for 42% of
all trading volume compared to 24% currently.
The current view is that the Dotcom bubble was
much more extreme in terms of market
concentration, however current market breath is
an area to continue to monitor as a healthy
market shows broad participation.
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Market Recap

S&P 500 Return Before and After Midterm Elections
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Semi-Annual Reporting?
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With the midterm elections less than two months
away, investors are increasingly mindful of the
potential impact of the upcoming vote.
Uncertainty over which party controls congress,
as well as the general political climate is likely to
lead to volatility leading into the vote. Based on
data going back to 1962 (or 14 midterm cycles),
the S&P 500 sees an average pullback of nearly
19% in midterm-election years. However,
historically market returns tend be strong post
midterm elections. In the one-year after the
midterm, the S&P 500 climbs more than 31%, on
average. The thinking is that once the
uncertainty passes, investors can analyze the
impact of the new political environment. Year to
date, the S&P 500 is up 8%. However, the index
underwent a sharp decline of 10% earlier in the
year. Thus far, the stock market return for the
current administration has been one the
strongest on record with the current stock
market returns more than double the average
cumulative returns for previous first term
Presidents.

Recent comments from Warren Buffet, Jamie
Dimon, and President Trump have ignited a
discussion about the potential benefits of semi-
annual rather than quarterly reporting for
public companies. In addition to cost savings,
many proponents argue that a reduced focus on
short-term results would free up management
bandwidth to focus on more strategic issues,
better aligning executives’ incentives with those
of long-term shareholders. On the other side of
the debate are those who argue that the three-
month cycle currently in place plays an
important role in driving management
accountability, and that investors need more,
not less communication from the companies
they’re betting on. While any change in the
system would likely take years to materialize,
every now and again it never hurts to question
our habits!
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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. 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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