Market Recap

Earnings Growth Set to Pick Up

S&P 500 Quarterly YoY EPS Growth As Of January 2017
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Current Economic Recovery Continues its Climb
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Earnings growth is projected to move higher in
2017, marking the end of an earnings recession
in which we failed to see positive year-over-year
growth for five consecutive quarters in 2015 and
2016. Encouraging results from the 3 quarter of
2016 have already broken that streak of earnings
contraction, but forward-looking projections
suggest that we are in for a period of sustained
growth that should buoy the market as we head
into 2017. Favorable oil prices relative to those at
this time last year will contribute heavily to
earnings growth for the S&P 500 as a whole, with
the Energy sector expected to see a 345%
increase in cumulative EPS over the course of
2017. The potential for lower corporate tax rates,
alongside a generally positive macro economic
backdrop, further support the case for earnings
increases in the year ahead. While a
strengthening dollar, higher wages, and the
potential for disruptions to the flow of trade do
present headwinds, analysts’ estimates suggest
that they will not be detrimental enough to
prevent us from growing between 10%-15% on a
year-over-year basis in 2017.

The current economic recovery now stands as
the fourth longest on record since 1900, and
absent any external shocks, it will jump up to
the #3 spot by mid-2017. While this recovery
has coincided with a ~230% gain in the S&P
500 from the 2009 trough, the cycle’s longevity
naturally begs the question of whether the next
economic downturn might be right around the
corner. As happened twice (in ‘69 and ‘89)
following long recovery cycles, recessions are
typically triggered by tightening monetary policy
as the Federal Reserve progressively hikes rates
in an effort to prevent the economy from
overheating. However, given a healthy
employment backdrop and low inflationary
environment, there is good reason to believe
that the current recovery cycle has further room
to run.
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How High Debt Levels Could Impact the Economy
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America’s Top Spelling Mistakes
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Debt is generally a key lubricant to economic
activity — households, businesses and the
government all use debt to finance large projects
or purchases, and often take on new debt to pay
off old debt that comes due. When rates go up,
the cost of rolling over this debt increases, often
leading to a subsequent dampening of economic
activity. The record-low interest rate environment
of the past few years has sparked a dramatic
increase in U.S. business debt. If interest rates
rise sharply when accumulated debt is high,
borrowers’ ability to repay may be challenged. In
turn, lenders may restrict future sources of
funding, potentially triggering a liquidity crisis if
corporations are not able to increase earnings
enough to pay down existing debt without taking
on new financing. While symptoms of a looming
debt crisis are not present today (e.g. corporate
credit downgrades, chapter 11 restructuring, lax
underwriting standards, lack of liquidity in the
bond market), history has shown that large debt
accumulations often lead to economic instability,
or, at the least, a new cycle of debt reduction.

Google Trends tracked the “how to spell”
searches in every state and found that people
across the country are stumped by many of the
same words — from the mundane “maintenance”
in Iowa and Kentucky to the whimsical
“leprechaun” in Arkansas and Utah. Queries for
“canceled” and “gray” topped the list in 2015 and
remained popular in 2016, due to confusion with
the British variations (“cancelled” and “grey”).
Other common appearances included “vacuum”
and “pneumonia,” each of which claimed the top
spot in three states. Perhaps due to its status as
a wedding destination, Hawaii residents sought
the correct spelling of “boutonniere” more than
any other word. D.C. foodies struggled to spell
“croissant,” while West Virginians searched for
“giraffe.” Meanwhile, Alaskans spell-checked the
name of their fellow non-contiguous state,
Hawaii.
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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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