Market Recap

U.S. Markets Retreated to October 2014 Lows and Began Recovery

Source: Bloomberg

Foreign Sales Exposure by S&P Sector

S&P 500 Revenues by Geography (Mkt Wgt)

U.S. Europe Asia Other

Energy 38% 18% 7% 38%
Materials 42% 24% 12% 22%
ITsief 1.+ E— s R [, i, B 23%....
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Health Care 60% 17% 6% 16%

Cons Staples 63% 7% 3% 28%

Cons Disc 73% 10% 3% 14%
Financials 80% 8% 7% 5%
Utilities 96% 0% 1% 3%
Telecom 100% 0% 0% 0%
S&P 500 55% 13% 8% 24%

Sector 1 Mo
Performance
Energy -6.51%
Materials -4.64%
Info Tech -5.30%
Industrials -22.96%
Health Care -5.86%
Cons Staples -5.73%
Cons Disc -5.13%
Financials -6.24%
Utilities -2.46%
Telecom -3.16%

Source: RBC Capital Markets Research, Capital IQ
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U.S. stocks started the week firmly in
correction territory as the main indexes
dropped a cumulative 14% off the high
recorded on May 21, 2015. At the end of a six-
day rout, the S&P 500 tested the1862 level last
seen on October 15, 2014, but then moved
higher. Investors took comfort that the market
was able to quickly recover almost 50% of its
losses this week. Nonetheless, analysts believe
that volatility may continue in the near term as
investors remain concerned about global
growth due to weakening commodity demand
(dramatically impacting prospects for emerging
markets) and a slowdown in China, the world’s
second largest economy (attributable for 30% of
global growth). Heightened volatility, together
with macro-economic concerns, may lead the
Federal Reserve to delay its highly-deliberated
step to increase interest rates in the U.S.

With recent turmoil in Asia spilling over into
the U.S. equity market, it is interesting to
evaluate which sectors of the S&P 500 are
most leveraged to foreign macroeconomic
changes based on the geographical
breakdown of their sales. The two sectors
bearing least exposure to China, Utilities and
Telecom, suffered the lowest degree of
negative performance this past month.
Conversely, sectors with high exposure to
China, such as Materials, IT and Industrials,
lost 4.64%, 5.30%, and 22.96%, respectively.
While there are clearly other factors
influencing market volatility, the close
correlation between Chinese exposure and 1-
month performance underscores the view
that — at least for some sectors - the
weakness in Asia is a critical driver of the
recent pull-backs in the U.S. equity markets.
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Ma’rket Reca’p S&P 500 earnings growth over the past three

Correction Brings Multiples Back to Historical Levels quarters has been close to zero, with Price-to-
Earnings multiples high (75 percentile)

relative to historical levels throughout 2015.
Multiples Back to a Normal Level Until recently, the market remained unusually
steady in the face of various macro

# [* headwinds, posting a low single-digit gain on
24 The market decline took 1.5 PE paints off - 24 the year. Late last week, the market yielded to
5 the S&P bringingit back closerin line with L 55 pressure from decreasing commodity prices,
itstypical long-term level devaluation of the Chinese yuan, and a
20 - r 20 slowdown in global growth, and dropped 14%
to its lowest level since 4Q 2014. While painful
e Ea in the short run, we now see valuation levels
16 Pall 16 back to their median historical averages. At
. f b I 5a the same time, recent upward revisions to
A ‘ domestic GDP growth, European stimulus,
12 V\,/VJ 12 and the feeling that the most substantial
‘ economic weakness has been contained to
M 3 J o - Emerging Markets, make this adjustment —
1995 1997 1999 2001 2003 2005 2007 2009 2011 2013 2015 and the resultant rationalization of P/E
= $&P 500NTM PE (Bloomberg) ===Long Term Median 75th Percentile ===25th Percentile multiples - more palatable.
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.. . The Oxford Dictionaries — which ments an
Oxford Dictionaries Incorporates Popular 2015 Slang pr:sSW:S ilodfrﬁ taelnflss and t%ei?(ﬁ;lagg _ts and
recently added dozens of new words and phrases
to its ranks. The words were chosen based on
their significance , ubiquity, and staying-power
in our cultural lexicon. Brace yourselves,
Boomers... Many of the additions are slang,
characterized by the simple addition,
subtraction, or contraction of letters of an
existing word or phrase. For parents, a relevant
addition may be “hangry,” meaning “Bad-
tempered or irritable as a result of hunger.” A
millennial favorite is “NBD”- short for “no big
deal.” Even the finance industry got a
(surprisingly recent) word: “Grexit,” referring to
the potential Greek exit from the Eurozone.
Workaholics may refer to themselves as “Al
desko.” And the great equalizer — the “pocket-
dial’ (inadvertently calling someone while your
phone is in your pocket or purse)— finally
Source: WordItOut.com attained the legitimacy it deserves.
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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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