Market Recap

Low Inflation Tempers Interest Rate Expectations
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Equity Markets Rise on Earnings and Monetary Policy
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At the beginning of the year, expectations for
future interest rate hikes were high amidst a
backdrop of improving economic growth and the
Fed’s messaging of a slow, but steady, increase in
its target rate. However, those expectations have
pulled back in recent weeks as persistently low
levels of inflation suggest that the Fed’s need to
guard against an overheating economy is less
urgent than previously feared. Whereas early
2017 forecasts called for three rate hikes this
year, we have only seen two to-date, and
consensus expectations now call for just one
additional rate increase prior to 2018 year-end.
While the odds remain that inflation will
eventually pick up (in the absence of improving
productivity), lower interest rates should support
higher economic growth in the near-term.

Major equity indices around the world have seen
significant gains over the past year, reflecting
broad-based strength in earnings growth trends.
Earnings estimates for the following 12 months
have steadily risen over the past two years, forming
the foundation for strong equity returns across
U.S, Developed International, and Emerging Market
equity indexes. Those total market returns are a
function of both earnings growth and fluctuations
in valuation (i.e. what investors are willing to pay
for those earnings). Adding to improved earnings,
central bank policy around the world has also
yielded looser monetary conditions, which have, in
turn, contributed to an increase in the value
investors are placing on a given level of earnings.
Given that valuation levels are now modestly above
long-term averages, it will be important for the
recent growth in corporate earnings to be sustained
for the current market rally to persist.
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Market Recap

Differing Makeup of S&P 500 vs Dow Jones Industrial Average

Differences in Construction of S&P 500 vs Dow Jones Industrial Average
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NFL TV Ratings Decline in Week 1

Figure 2: The first week of NFL regular season ratings are off to a poor start with only Sunday Night Football growing
Y/Y and the remaining games declining double digits.
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The Dow Jones Industrial Average and the S&P 500
Index serve as two major barometers for the general
health of the U.S. stock market, yet have significant
differences with regards to the manner in which
they are constructed. The Dow is a price-weighted
index based on the sum of stock prices of its 30
constituents which does not take into account the
number of shares each company has outstanding.
The S&P 500 is a market cap-weighted index
derived by the number of shares outstanding, as
well as the price of those shares, for each
constituent. The implications of the differences in
construction can be significant — a 20% rise in the
price of Boeing stock would contribute a 1.5% gain
to the Dow index while only lifting the S&P 500
0.13% higher. This is because Boeing carries a hefty
$245 stock price (thus reflecting a significant
portion of the Dow), but has a relatively modest
market cap of $145 billion (resulting in a much
smaller weight in the S&P 500).

NFL TV ratings from this past weekend fell 13%
against Week 1 a year ago, with NBC’s Sunday Night
Football broadcast the only time slot showing year-
over-year improvement from 2016. While only one
week of data, these initial returns are less than
encouraging after the league saw a 9% aggregate drop
in viewership throughout the entire 2016 season.
Those results were largely blamed on competing
coverage of last fall’s presidential election — data
shows that Sunday Night and Sunday Afternoon
broadcasts saw 11% and 9% increases in viewership
after November 8th, respectively. This year’s drop has
been explained by negative publicity of concussion
studies and longer games (with more commercials).
In addition, coverage of Hurricane Irma (and the
related fact that viewers in many Southeastern states
were focused on saving their homes and not on
watching football) and a seemingly never-ending
political news cycle (Fox News, CNN, MSNBC ratings
are up 27%, 25% and 73% against last year) may
have further detracted from this weekend’s
viewership.
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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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http://www.harbourcapitaladvisors.com/

