Market Recap

Anatomy of the October Sell-Off

S&P 500 Performance: October 2018
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Prices on the Rise
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The October sell-off marked an abrupt repricing
of market risk that pushed the S&P 500’s
valuation multiple below 16.0x for the first time
in almost three years. Although some of the
selling may be attributable to profit-taking
amongst 2018 best performing stocks (e.g., Netflix
and Amazon), late cycle dynamics were also in
play. A peak into sector-relative performance
during the correction reveals a broad-based
retreat from the most capital intensive and
cyclical areas of the market as investors
reevaluated the economy’s growth outlook. The
Consumer Staples and Utilities sectors, generally
viewed as stable, safe-haven investments,
actually saw their valuations modestly increase
as traders hurried to mitigate the damage to
portfolios.

Over the past few months, rising costs (e.g., labor,
transportation, and interest expense) have led
companies to announce prices increases for the
first time in a while. An environment
characterized by low inflation and fierce
competition has prevented most consumer-
oriented businesses from exercising much pricing
power in recent years. However, with the
unemployment rate sitting at multi-decade lows,
employers must compete more aggressively for
workers (wages increased 3.1% y/y in
September). Incremental cost pressures stemming
from the recent round of tariffs are another
source of concern. A successful round of price
hikes would help alleviate some of the pressure
that higher costs put on profit margins. The good
news for companies is that the tailwind from tax
cuts has helped support consumer spending,
making it a convenient time to push through
price increases.
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Financial Literacy

PERSONAL SAVING (% OF DISPOSABLE PERSONAL INCOME)
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Key Issues as Captured by Election Ads
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With proper education, financial freedom is an
attainable goal for most people. Unfortunately,
many fall short due to the lack of financial
education received throughout their lives. The
average American has over $6,000 in credit card
debt, less than half of Americans have enough
savings to cover a $1,000 emergency, and
younger generations are suffocating in student
loan debt. Financial literacy is a notion that is
expected to be mastered by adults, yet it’s not.
There seems to be a fundamental disconnect
between effectively managing finances and the
extent to which a typical high school student has
access to basic financial education. Though high
school students are exposed to many important
subjects, financial education - a topic that
impacts virtually all walks of life — is not a
requirement. Making financial education more
accessible in high school would better prepare
Americans for critical financial decisions down
the road and unlock a heap of opportunity.

During campaign season it’s nearly impossible
to go through a daily routine without running
into a political ad. Heading into Tuesday’s
midterm elections, there were nearly 3.5 million
televised ads, one million more than aired
during the 2014 midterms. While various
regions of the country have different priorities,
the most common themes were healthcare, jobs,
and taxes. To state the obvious, political ads are
tailored for relevant voter issues, meaning taxes
were a dominant topic in Idaho, while Florida
voters saw a lot of healthcare ads. Indeed,
healthcare carried the broadest interest across
the U.S. and was a priority issue for more than
50% of voters. However, just because a topic
wasn’t a top regional issue doesn’t mean it
wasn’t being addressed through advertisements.
For instance, even though social issues were a
top issue in only six markets, they were
mentioned at least once in 95% of markets.
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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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