Market Recap

Investors Pushback on IPOs

Mixed Results for 2019 IPOs
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Source: IPO Scoop as of 10/3/19.

Economic Indicator: Household Wealth

U.S. Household Net Worth As A Percent of GDP ExplainingCapitalism.org
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With high profile listings from issuers such as
Uber, Levi’s, Peloton and Beyond Meat, this year
was anticipated to be a banner year for IPOs.
Investors were lining up to be in on the ground
floor for the next Amazon or Google. Actual
results have been far more modest. Only half of
the 118 IPOs this year are trading above their
offering price. The average return of all IPOs is
just over 5%. Many notable, established
companies such as Peloton, Uber, Chewy and
Slack are currently trading at prices lower than
their offering price. Further, high debt loads and
lapses in corporate governance caused
companies like WeWork and Endeavor to pull
their IPOs altogether. Investors appear to be a
bit more selective, requiring companies to
demonstrate a clear path to profitability and
proving that you don’t have to chase stocks on
their first day of trading.

Ratios such as P/E (Price to Earnings) for stocks
or the extra yield Corporate bonds pay above US
Treasury bonds are often cited as an approach to
asset valuation. Another way of examining asset
values involves calculating household wealth as a
percentage of Gross Domestic Product (GDP).
Since the late 1990s, household wealth has been
growing faster than GDP. During the dot-com era,
household wealth peaked at 450% of GDP while it
hit 486% just before the Great Recession of 2008.
Currently, household wealth registers at ~535%
of GDP which is well above the post-1952 average
of 384%. Interest rates moving consistently lower
over the last 40 years and the purchase of
financial assets by the Federal Reserve after the
Great Financial Crisis has created tremendous
wealth in US Households. However, some experts
are warning of a bubble. Mitigating factors to this
concern include that rates are likely to remain
low as global growth slows and US consumers are
quite strong after reducing their debt since 2008.
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The Questionable Impact of Regulatory Action

Relative Performance of the Top Five Companies in an Industry
Typically Began to Turn Upward 12 to 24 Months Following Regulatory Event
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No Reward, Not Interested

Here's what Americans say is the most important factor for them when deciding
which credit card to apply for:

Rewards 33%
Annual fee 19%
Card network _]D%
MNon-rewards benefits 2%
Card issuing partner I]%
Other 5%
o] 59 109 159 20% 259 309 359

40%

Source: NerdWallet
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When regulatory authorities take action against
an industry, it is generally done to redistribute
economic power and promote healthy
competition. History suggests that industries
that experience increased regulatory scrutiny
tend to deliver above-average returns for
investors willing to endure shorter-term
volatility. Regulatory action often produces
unintended consequences that benefit industry
leaders. For example: Outlawing advertising for
tobacco products made it difficult for new
brands to gain traction with consumers.
Increased costs of regulatory compliance are
more easily absorbed by large, sophisticated
companies, whether it be data privacy measures
like GDPR (Tech), the U.S. Affordable Care Act
(Healthcare) or Dodd-Frank (Banks).
Counterintuitively, industry-leading companies
and their shareholders shouldn’t necessarily
fear regulation - they can adapt!

Modern credit cards offer a wide range of
rewards Americans seem to love. These loyalty-
based programs have come a long way since
being introduced in the mid-1980s—the AT&T
Universal Card was the first rewards card where
consumers would receive cash back for every
purchase that would be applied to their phone
bill. Now, if a credit card doesn’t have an
enticing rewards program, the typical consumer
won’t even look at it. Rewards cards may be in
favor, but credit card issuers are only able to
afford this through a combination of rising
interest charged on credit card debt and the
surge in delinquent credit card payments.
Despite interest rates trending lower in the
broader U.S. economy, the average interest rate
on credit card debt has climbed 35% in the past
S years. All of this incremental revenue has
contributed to funding attractive credit card
rewards programs.
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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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