Market Recap

Trends in Consumer Spending

Change from the previous month in the annual rate in
consumer spending...

10% Recession

-15 2008 |09 |10 |11 |12 |13 |14

“*Personal saving as a share of disposable personal income, annual rate
Note: All figures are seasonally adjusted.

.andin
disposable income.

10%

+0.5%
05 \
o sl flusil
-05
-10 Inflation-adjusted
-15 13|14

Personal
saving rate”

4.9%
\

5%(\/\/\/\\/
4 |

3
2 -
1

0 13|14

Source: Commerce Department; WSJ

Probability of Loss when S&P 500 Valuation Levels are High
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Americans are spending less and saving more
according to recent data. In December,
consumer spending decreased 0.3%, which is
the first decline since January 2014, and the
largest decline in five years. In addition, the
savings rate increased to 4.9% from 4.3% the
previous month, equating to $75 billion in
savings. Economists had expected that the
recent drop in oil prices, together with higher
employment levels, would instead drive
spending higher. TD Securities estimates that
the decline in gas prices translates to $130
billion in potential savings to the U.S.
consumer. Providing further support, U.S.
employers added 2.95 million jobs last year.
Consumer spending represents 70% of economic
activity in the U.S. and is, therefore, a critical
driver of economic growth. While increased
spending may not be evident yet, it is hoped
that the U.S. consumer will both save and
spend more in 2015.

After six-plus years of U.S. stock
outperformance, the valuations of many U.S.
equities have reached upper limits. Based on a
statistical composite of various price-to-
earnings measurements, equity valuations
today rank in the 9th decile. While some would
suggest underweighting equities at these levels,
it should be noted that annualized five-year
price returns when valuations are in the 90%
percentile have averaged 5%, and have been
positive 63% of the time. At the same time,
high volatility also tends to be the norm when
the market trades at such lofty levels. There is
significant dispersion of returns, and the
probability of loss is much greater at higher
valuation levels. If loss is defined as a peak-to-
trough downdraft during the year, the
probability of a 5% loss is 100% within the 9th
or 10th deciles; the probability of a 10% loss is
62%. Investors, who have enjoyed an upward-
trending market for a long time, may see a
period of greater resistance going forward.
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Measures of Wage Growth
Year-over-year % chamge

Despite steady employment gains in 2014, wage
growth remains sluggish. The Employment
Cost Index (ECI), which measures total
compensation (wages and benefits), increased
0.6% in the fourth quarter of 2014. At the
same time, the average hourly wage growth fell,
indicating that new job creation was skewed
towards younger and less-qualified workers
entering the workforce at a lower hourly rate.
The ECI is adjusted for these rate differentials,
reflecting true growth since the second quarter
of last year. This data may play an important
role in the Federal Reserve’s consideration of
the timing of increasing interest rates. The
FOMC has made it clear that sustained wage
growth is one factor being watched, and, if
employment is strengthening, we may see the
Fed raise rates this summer after all.
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Mapping Every State’s Snowiest Ski Resort
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This week, the Groundhog saw his shadow
which means that we will face six more weeks of
winter. So, it’s time to dust off the skis and
make the best of it. As you begin your search
for the powder, here is a handy chart that
shows which resort in each state averages the
most natural snowfall each year. Asis
expected, the resort with the greatest snow
totals is Alyeska in Alaska, receiving an average
of 735 inches of snow per year. This is in
contrast to the resort that receives the least
which is North Carolina’s Sugar Mountain
Resort (23 inches per year on average). Notable
Mid-Atlantic resorts include The Homestead in
Virginia with 50 inches, Wisp in Maryland with
100 inches, and Snowshoe in West Virginia
with 161 inches. Can you find your favorite ski
destination on the map?
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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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