Market Recap

Rising Yield of 10-Year Treasury Note
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U.S. Credit Rating Criteria

Credit Ratings:
Moody's: Aaa®
Standard & Poor's: AA+

UNITED STATES B

« GDP: 2.4% Qo (Q1 2013)
* Industrial Production: 1.8% YoY (Apr 2013)
* Trade Balance: 5-40.29B (Apr 2013)

* CPI: 1.1% YoY (Apr 2013)

* PPI: 0.6% YoY (Apr 2013)

* Unemployment: 7.5% (May 2013)

* Consumer Confidence: 76.2 {May 2013)
* Retail Sales: 3.6% YoY (Apr 2013)

* Fed Interest Rate: 0.25% (since 29 Oct 2008)

Fitch: AAA®
“negative outiook

Source: FX Street
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The 10-year Treasury is currently yielding
2.15%, its highest level in more than a year,
having endured a 4% decline in its price during
this period. Recently, investor concern has
been exacerbated by hints that the Federal
Reserve may begin to taper its bond-buying
program. The price of ten-year notes has fallen
for the past six weeks, the longest losing stretch
since 2009. However, some notable bond
investors, including Bill Gross who runs the
world’s biggest bond fund at Pimco, called the
recent pullback in Treasuries a buying
opportunity. Gross stated his belief that the
Fed will not raise interest rates for several more
years. Further, while the Fed may reduce its
program which currently buys $85 billion of
Treasuries and mortgage-backed securities
each month, it would initially do so by a
relatively modest amount. A recent survey of
economists indicates a growing consensus that
the Fed may reduce its purchases to $65 billion
a month by the time of its October 29-30
meeting.

Standard & Poor's raised its outlook on U.S.
credit to “stable” from “negative”, citing the
economic resilience and monetary credibility of
the U.S. With this announcement, S&P
maintained its AA+ rating for the U.S., one
notch below the highest possible triple-A rating.
Markets largely ignored the surprise
endorsement, as Treasury securities continued
to experience price pressure. Unlike the
dramatic market swing in August 2011 when
S&P stripped the AAA rating that the U.S. had
held for 70 years, this muted response
highlights that actions by ratings agencies have
waning influence over investors. Instead,
market swings are increasingly determined by
global macroeconomic indicators.
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Gold Prices ($/0z.) vs. S&P 500

Since the beginning of the financial crisis, gold

$2.000 Gold Price (LHS) 1600 has traded as both a “risk-on” and “risk-off”
$1,800 A investment (as defined by whether its price
’ - : moved with or against the S&P 500 stock
BN Bohaur 1400 index). Investing in gold, however, can be
$1,600 difficult as underscored by the recent
L 1200 unpredictable behavior of the precious metal.
$1,400 Gold prices are influenced by a variety of global
factors, and are not highly correlated to other
$1,200 - SEPEE (RIES) L 1000 financial assets, thereby making gold a strong
diversifier to stocks and bonds. Gold is also
$1,000 - considered a proxy to emerging market
ey L 800 investment, as emerging markets are both large
$300 - Risk-Off Behavior producers and consumers of metals. Finally,
many investors view gold as a hedge against
$600 . . . . ~ 600 inflation, although it is debatable whether
'08 '09 "10 11 12 "13 historical performance substantiates this view.
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It is difficult to believe that tablet computers

Computer Tablet Ownership (% Americans ages 18 years+) have been around for only three years. Now, for
the first time, a third of American adults own
40% tablets, according to a new report by the Pew
34% Research Center. While nearly every
35% demographic group showed an increase in
/ tablet ownership over the last year, the fastest-
25%/ growing groups included households making
259% over $75,000 a year, college graduates, and
4 / adults between the ages of 35 and 44,
20% especially parents. It is interesting to note that
149 tablet adoption has wide appeal as compared to
15% . .
IV some other devices. With smartphones, for
10% 96 8% instance, there is a very strong correlation with
4% %-/ age; most younger adults own smartphones,
0, . .
5% 31—____, regardless of income level. With tablets, there
are no differences in tablet adoption rates
0% TR e h; : N' ===} ."l-'l betw.een men and women, nor s.pec'iﬁc }"acial or
‘% ‘é‘ 2 "é' "g'_ S0 5 7 - > ethnic groups. The current projection is that
s S =2 = s -] 2 8 5 s overall tablet sales will surpass laptop sales

within the next two years.
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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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http://www.harbourcapitaladvisors.com/

