Market Recap

Volatility Measures
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10-year Treasury Price
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Despite the current domestic and global
economic concerns, market volatility, as
reported by the volatility index (VIX) has fallen
to levels not seen since before the financial
crisis. The VIX, often cited as the “fear gauge,”
recently traded at 13.30, its lowest level in more
than five years. The VIX measures market
volatility calculated using S&P 500 option
prices. Investors typically use these options to
hedge against future price movements by
buying or selling shares within a specific
period. Higher option prices signal higher
volatility, as uncertain returns require higher
premiums. Some believe investors are being
complacent or underestimating current risks.
Trading volume has also slowed, helping to
suppress the VIX. Investor sentiment in Europe
and Asia is decidedly different. The VSTOXX
(Europe volatility) and the CHIX (China
volatility) are currently trading 35% and 60%
above the VIX, respectively, signifying that
investors outside the U.S. have a different view
of the market prospects.

Despite the recent strength of the equity
markets, more capital continues to flow into
fixed income. Bonds have traditionally been
viewed as safe investments. For the last
decade, bond market performance has been
driven primarily by capital appreciation (not
coupon yield). However, the bond market has
experienced a recent pullback that should serve
as a reminder of the risks inherent in the asset
class. The price of the 10-year Treasury has
fallen 4.9% since the July 24t record high price
(record low yield). The move has effectively
wiped out three times the annual interest
income investors were to receive. With interest
rates at historic lows, bond prices are much
more sensitive to changes in interest rates. A
0.5% rise in the yield of the 10-year Treasury
would cause its price to decline by 4.8%,
highlighting the need for investors to be aware
of the various risks that could affect their
portfolio returns.
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Apple Market Capitalization

In billions
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Apple

$623.5 billion

—Exxon: $406

Microsoft: $257.7
Wal-mart: $244.6

IBM: $229.1

*From 1998 to Aug. 20

Source: Bloomberg

U.S. Middle Class
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This week, Apple surpassed Microsoft as the
company with highest historical U.S. stock
market value. Apple eclipsed Exxon a year ago
as the current leader in market value but was
still well short of Microsoft's record. Apple's
recent stock market surge has come despite the
October death of its co-founder and creative
visionary Steve Jobs, and despite investor
disappointment with its recent quarterly sales
and profit results. The company has not
introduced a major new product line since the
iPad, in early 2010. Apple remains the leading
technology and consumer products company,
becoming the standard for others. Apple's
challenge going forward is the same as that
faced by Microsoft, GM, IBM, and other once-
dominant companies. The bigger it gets in both
sales and bureaucracy, the more challenging it
is to maintain profit and revenue growth levels
and to continue developing innovative products
and maintaining a culture that inspires
customers and employees.

The U.S. middle class has endured a lost
decade for its economic well-being. Since 2000,
the middle class has shrunk in size, fallen
backward in income and wealth, and shed
some of its faith in the future. Most people like
to describe themselves as “middle class,” but
the recent Pew Research Center's survey
suggests that the proportion of Americans
actually in the middle class (defined as those
with income between two-thirds and double the
national median) has fallen since 2008. The
share of total household income going to all
middle-income Americans has been overtaken
by those in the upper income group. This is not
a case of a rising median pushing people out of
the middle-income category, as the median
wage actually declined between 2000 and 2010.
As the Presidential candidates prepare their
closing arguments, the middle class is the
group that they are most aggressively courting.
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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/

