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The US debt ceiling debate, European
sovereign debt crisis, and concerns about
the economic outlook have conspired to
cause market-based measures of uncertainty
to spike. The CBOE Volatility Index (VIX)
captures swings in the S&P 500 and is
sometimes referred to as the ‘fear index’.
The VIX averaged 35 in August, versus its
July average of 19. Heightened uncertainty is
a powerful force that can exacerbate
softness in economic activity, since it often
causes firms to postpone new hiring and
capital investment plans. Investing in volatility
indices is often part of a portfolio hedging or
protection strategy as volatility typically
increases during times of market weakness
or panic as markets tend to converge during
times of sell-off.
There has been an ongoing debate whether
Ben Bernanke and the Federal Reserve will
enact another round of quantitative easing in
an attempt to boost the economy and spur
job growth. The central bank’s mantra has
been that monetary policy tends to work with
long and variable lags. The primary means in
which the central bank attempts to facilitate
or curtail economic growth versus inflation is
through short-term interest rates. Changes in
short-term interest rates generally preceded
changes in the unemployment rate by roughly
18 months. However, the most recent
economic cycle has been in stark contrast to
the historical trend. This perhaps
demonstrates the ineffectiveness of traditional
monetary policy in the current cycle. Other
than artificially boosting some asset prices, it
is not clear what more quantitative easing will
achieve.
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Market Recap
U.S. Retail Sales

On Thursday, it was reported that retail
sales in August came in softer than
expected. Overall, retail sales in August
slowed to flat (no change) after rising 0.3
percent in July. Hurricane Irene likely
dampened sales a bit on the East Coast,
and we will want to evaluate September
numbers for further determination of a
trend. Still, it looks like consumers are
being more cautious with the economic
uncertainty and retrenchment in equities.
The most recently released University of
Michigan's index of consumer sentiment,
tumbled 8.8 points to 54.9—its lowest
level since 1980 and lower even than levels
seen during recent recessions. In general,
weaker sentiment tends to track
slowdowns in the economy.
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On Tuesday, the Census released its report
on poverty, income, and health insurance
coverage in the United States for 2010. The
national poverty rate increased to almost 1
in 6 people last year, reaching a new high as
long-term unemployment left millions of
Americans struggling. The number of
uninsured edged up to 49.9 million, the
highest in more than two decades.
The report comes at a politically sensitive
time for President Obama, who has
acknowledged in the midst of a re-election
fight that the unemployment rate could
persist at high levels through next year. The
official poverty level is an annual income of
$22,314 for a family of four. Reflecting the
lingering impact of the recession, the U.S.
poverty rate from 2007-2010 has now risen
faster than any three-year period since the
early 1980s.
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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 www.harbourcapitaladvisors.com.
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 noninvestment 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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