Market Recap
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For years, market watchers have called for the
“great rotation” out of bonds and into stocks.
And, for years, they have been wrong. As 2013
gets under way, signs are indicating that
investors may finally be selling bonds and
returning to stocks. During the first week of
2013, equity mutual funds recorded inflows of
$8.9 billion (the largest weekly inflow since
March 2000, during the height of the tech
bubble). The move to stocks follows a recent
exodus from U.S. Treasury funds. Since late
June, investors have withdrawn $6 billion from
Treasury funds, including $1.1 billion during
the first week of 2013. The moves run counter
to a trend that began in 2008, when investors
began pulling money out of stocks and putting
$1.1 trillion into bonds. Investor actions reflect
likely growing dissatisfaction with bond yields
and greater optimism regarding potential in the
stock market.

The Federal Reserve has held short-term
interest rates near zero for four years. The Fed
has also added more than $2 trillion into the
economy. Despite all of this monetary
stimulus, inflation has remained muted.
Consumer prices increased only 1.7% in the
past year. With increased money supply, banks
have thus far been inclined to park funds at the
Fed ($1.5 trillion more than their required
reserves). Some analysts predict that those
reserves will eventually turn into loans,
inundating the economy with credit and
triggering inflation. However, Chairman
Bernanke has indicated that this should not
happen because, unlike his predecessors, he
has the legal authority to increase the interest
rate (now 0.25%) the Fed pays banks on those
reserves. Raising that rate would encourage
banks to leave funds at the Fed instead of
lending it. It also would lead banks to charge
higher rates on loans, discouraging borrowing.
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Investing Lessons of the Past Five Years
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2012 Among the Warmest Years
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A recent CFA Institute survey of investment
professionals indicates that perceptions of
accountability within the financial system have
not changed in the nearly five years since the
onset of the financial crisis. Asked to identify
the most important investing lesson of the past
five years, 59% of 999 survey respondents say it
is that central banks and governments will
continue to bail out troubled creditors. Only
9% of respondents believe that institutional
creditors will be more prudent in their lending
in the future, and just 3.6% of respondents
agreed that financial regulations adopted since
2008 will prevent systemic failures in the
future. This is a dismal report card on both the
public and private actions taken to ameliorate
the financial crisis. Further, these responses
highlight the widespread concern within the
financial community that future instances of
significant moral hazard might be tolerated.

According to reports released by NASA and
NOAA, the average global temperature in 2012
was among the 10 hottest since official record-
keeping began in 1880, with most of the world
experiencing higher-than-usual temperatures.
Last year’s average global temperature was
58.3 degrees Fahrenheit (about 1.0 degree
warmer than the mid-20th century baseline).
The two agencies concurred that the data trend
suggests that our planet may get even hotter in
the near future. The reports noted that, except
for 1998, the nine warmest years in the 132-
year record have occurred since 2000. And
2012 was the 36th year in a row that the global
average temperature was above the 20th
century mean of 57 degrees Fahrenheit.
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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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