Market Recap
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The Dow crossed the psychological milestone of
13,000 for the first time since May 2008. The
benchmark has risen over 22% from its 52-
week low of 10,404 last October and is only
8.5% away from the all-time high of 14,164
reached in October 2007. There have been
several contributing factors to the market’s rise.
First, Greece/Europe has not suffered a
complete collapse. The ECB prevented a run on
troubled EU sovereign debt by extending below-
market loans to European banks. Second, the
economic data in the U.S. has improved largely
across the board. The greatest progress has
been in jobs, but there has also been
improvement in manufacturing and even in the
beleaguered housing market. Finally, central
banks across the world have turned on the
spigots to make money supply abundant. With
global central banks following a highly-
accommodative monetary policy, investors have
been more inclined to move into risker assets,
like stocks.

When positioning investment portfolios, careful
consideration must be given to where we fall
within the typical business cycle. Recently, the
markets have been buoyed by good news, as
Quantitative Easing seems to have finally given
the economy a jolt. However, these sizable
accommodative measures have also muddied
the traditional transition from recession to
recovery. The question now is whether this
‘recovery’ is sustainable despite the fact that it
has been largely supported by stimulus rather
than real capital/savings. We need to see
healthier bank credit expansion and an
increasing money supply without Fed
assistance. Exports are another important area
to be watched as the EU, China, and much of
the world slows down. It remains plausible that
the U.S. economy will see more weakness
during the second half of 2012.
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U.S. New Single-Family Home Sales Prices
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It has not been easy being a homebuilder these
past few years: total sales have hit record lows;
foreclosure-based sales have pulled away
would-be new home buyers; access to mortgage
financing has remained challenging; the average
price of new homes has fallen. Since new-home
prices peaked in 2007, new single-family sales
of more than $500,000 have gone from 13% to
6% of the market. Sales of new homes priced
under $300,000 now account for roughly 75%
of all new single-family deals. These price drops
have come as buyers have sought smaller
homes. The view is that sales of houses
between $200,000 and $300,000 are perhaps
the ‘new normal.’ In order for a strong spring
selling season to materialize, builders must
seemingly pay close attention to this structural
pricing shift and construct lower-cost houses.

The computer industry is often defined as a
series of ‘platform wars.” When a new
computing platform is introduced, many
different systems fight it out until one or two
standards emerge. Data from consulting firm
Asymco illustrates that this was the case with
the personal computer in the 80’s and is now
happening in the market for smartphones and
mobile devices. It is still too early to declare the
winner(s), but the outcome may be similar to
the one in the PC industry. Apple’s iPhone, an
off-shoot of the Macintosh platform, is the
oldest and largest participant. However,
Android, an operating system maintained by
Google, could play the role of Microsoft’s
Windows. One thing seems certain: the PC’s
dominance in the computer industry is coming
to an end.
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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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