Market Recap

National Debt and Debt Ceiling

In A potentially crippling U.S. debt default was

trillions . .

16 averted as Congress passed legislation to end
the government shutdown and increase the

The public debt
subject to the debt

limit was $16.69
trillion as of Aug. 31.

514 nation’s borrowing limit. The agreement offers
a temporary reprieve from the brinkmanship
s12 that has become a hallmark of divided

government. The federal government is
reopened through January 15th and the debt
ceiling is suspended through February 7.
Citing the political brinksmanship as a leading
concern, Fitch Ratings warned that it could cut
the U.S. sovereign credit rating from AAA. The
National Debt 4 rating remains on “watch” status for the time
being. Investors believe that the political

2 dynamic leaves the Federal Reserve with no
choice but to maintain its fiscal stimulus
measures for several more months, alleviating
House the most significant roadblock facing the

Senate financial markets for the balance of the year.
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Ownership of U.S. Treasuries
% of total public detd, az of Dec. 2012

While the resolution eliminates the risk of
government default in the near term, we may
revisit the issue — and all of its potential fallout
— again next year. One suggestion put forth in
this recent debate was that, in order to
maintain the country’s international economic
standing vis-a-vis its trading partners, the
Treasury might prioritize debt payments above
its other obligations. This was driven by the
belief that most U.S. Treasury debt is owned by
foreign investors. However, in truth, foreign
ownership (China and Japan being the largest
holders) accounts for only a third of federal debt
with the rest owned by U.S. citizens, rendering
the supposition behind this strategy meritless.

Source: Office of Debt Management, U.S. Treasury, J.P. Morgan
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Household Net Worth and Savings Rate
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As stock, bond and housing values rise,
pumping up household net worth, consumers
tend to feel wealthier, leading them to spend
more and save less. This “wealth effect” occurs
regardless of whether or not incomes are rising,
leaving the economy vulnerable to changing
financial market conditions such as higher
interest rates. The Federal Reserve’s decision to
delay tapering signaled its concerns regarding
the effects of higher interest rates on consumers
at this point in the recovery. Taking into
account that job and income growth continue to
be slow and limited, the Fed understands that
maintaining the “wealth effect” and strong
consumer spending is critical to the recovery
today. Higher interest rates would highlight the
fragility of the recovery and cause spending to
slow.

The World Bank and Knoema recently
completed a study of the varying diets found in
different countries. Cultural, socio-economic,
and geographic influences are just a few of the
factors leading to vastly differing tastes and diet
compositions around the world. As expected,
per capita income has the greatest influence,
with residents of high income countries
affording a more balanced diet, consuming a
mix of vegetable oils, sugar and sweeteners,
milk and meat. As income falls, the
consumption of cereals accounts for a larger
share of the daily diet. People living at the
extreme poverty level consume a higher
percentage of starchy roots and fruits, but also
consume alcoholic beverages at a percentage
equivalent to much wealthier nations.
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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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