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Investing Through the Economic Cycle

Relative Value in Stocks & Bonds

• Comparing the risk and reward tradeoffs across
asset classes is an imperfect science. Still, the
yield on Treasury bonds is often used as a
benchmark for the required returns from other
(riskier) asset classes. As the Federal Reserve has
slashed short-term rates and longer-term
interest rate expectations have fallen, the future
earnings streams from higher-growth assets (e.g.
stocks) have become much more valuable.

• Although a current earnings-to-price ratio of
3.4% for the S&P 500 is below its historical
average (4.8%), a steeper drop in bond yields in
recent years suggests that stocks remain
relatively attractive.

• The pandemic has hit company earnings in some
sectors harder than others. The more cyclically
oriented sectors such as Consumer
Discretionary, Industrials, and Energy have
borne the brunt of the economic shock, while
traditional safe-haven sectors (e.g., Consumer
Staples and Utilities) have lived up to their
billing.

• However, these trends are likely to reverse as the
economy fully reopens in 2021 (based on
widespread vaccination). In contrast, Technology
and Health Care stand out as resilient sectors
that have not only performed well through the
downturn but are also poised to come out
stronger on the other side.
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The Tourism Economy

Budgeting Basics

• In a world of information overload, the 50-30-20
budgeting rule provides a straightforward
method to organize and prioritize personal
finances. This approach provides guidelines for
allocating an individual’s income across three
categories of spending: needs, savings, and
wants.

• This back-of-the-envelope guidance is not a holy
grail per se, but it is a good place to start your
budgeting conversation. It's also worth noting
that the allocation between the budget
categories will vary based on an individuals’
income and spending level.

• Many countries rely heavily on tourism revenues
to support their economies. With over 330
million tourism-related jobs worldwide, the
industry accounts for about 10% of global GDP.

• Before COVID-19 struck, Caribbean islands such
as Aruba and St. Lucia received nearly 20,000
visitors a day from cruise ships alone. With
outsized dependence on the tourism industry,
these tropical destinations will be counting on
loyal tourists to return once it is safe to resume
travel.



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 www.harbourcapitaladvisors.com.

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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