Market Recap

S&P 500 (October 9, 2002 to October 9, 2012)
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S&P 500 Quarterly Earnings Year-over-Year Growth Rate
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Earnings growth of
S&P 500 companies,
quarterly
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Five years ago, the S&P 500 index closed at a
peak of 1,565 on October 9, 2007. Since then
the index has experienced a substantial decline,
followed by a significant rally. The net impact
of those swings is a 5-year net decline of 7.9%
(annualized decline of 1.63%). However, if you
widen the lens and review a longer timeframe,
you set a different picture. Ten years ago on
October 9, 2002, the S&P, driven by the
bursting of the internet bubble, bottomed out at
a level of 776. Subsequently the index rallied
more than 100% from October 9, 2002 to
October 9, 2007, before it fell off more than
50% (through March 8, 2009). After then
bottoming out, the index once again rallied
100% through October 9, 2012. Netting out the
three moves, the S&P 500 is currently 85.6%
higher than it was ten years ago (6.38% on an
annual basis). Despite all the talk of the stock
market’s “lost decade,” 6.38% is fairly close to
its historical average return and considerably
better than the potential return of many of the
options investors are considering today.

This week marked the start of the third quarter
earnings period. Most investors and analysts
are anticipating earnings to be weak. For the
first time in 11 quarters, companies in the S&P
500 index are likely to report a decline in year-
over-year earnings. The forecast for overall
earnings among the companies in the S&P 500
is for a 1.34% decline versus the third quarter
of 2011. While earnings during the second
quarter posted a modest gain of 0.81%, third-
quarter earnings forecasts have been steadily
reduced over the past three months. The
consensus forecast for third-quarter earnings
on S&P 500 companies is down 4.5% from
June 30. A poor showing, particularly in the
form of declining revenue and profit margins,
could signify a serious deterioration in
corporate health that could undermine the
stock market’s current momentum.
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Sovereign Credit Ratings

LONG-TERM SOVEREIGN DEBT RATINGS
Ratings Agency InvGefatl:ee it
Country Moody’s S&P Fitch Ratings
uU.s.A. Aaa AA+ i AA Aaz/AAA
Japan Aa3 AA— Ml:ér:al
Euro zone
Finland [J Aaa | IAAAR AAA Aa/AA
Germany | Aaa L. B AAA AAA Very low
Luxembourg . Aaa ~ AAA . AAaA
Netherlands | Aaa AAA AAA Lo:f,:i\sk
Austria Aaa AA+ AAA
France . Aaa AA+ . AAA Baa/BBB
Belgium Aa3 AA AA Mocote
Estonia A1l AA- A
Slovakia A2 A A+ Ba/BB
Slovenia Baa2 A+ A- Subrsits."a(ntial
Malta A3 A- A+ E—
italy INSEEENN DaSsEE A- B/B
spain [INSEEsIN WSS DNSSEIN Hion sk
Ireland BBB+ . BBB+ Caa/TC
Cyprus  EECENEEN Very high
Portugal . bt
Greece NENCENNNS BEKT--NN BB Rostricted Default
Source: S&P; Moody’s; Fitch; Reuters
Twitter as a News Source
Percent of public who ever sees news on...
Social networking sites like 47%

Facebook, Google Plus

Twitter . 11

...But Many Twitter Users See News There

Percent of Twitter users who...

Follow news orgs., journalists 36

Saw news/headlines on

Twitter yesterday 26

Source: Pew Research Center
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Standard & Poor's cut Spain's sovereign credit
rating two notches to BBB-minus (just above a
junk rating). The credit agency cited a
deepening economic recession that is limiting
the government's policy options and significant
risks to economic growth and budgetary
performance. The S&P also issued a negative
outlook for the country. S&P's downgrade
brings their rating in line with Moody's
Investors Service's Baa3 rating and is one notch
below Fitch’s BBB rating. All of the rating
agencies have a negative outlook for Spain, with
the possibility for further downgrades. The
latest downgrade highlights both the divergence
of credit standing among the Eurozone nations,
as well as the ongoing trend of credit ratings
being downgraded (including that of the U.S.)
and negative outlooks being issued.

Many Twitter enthusiasts argue that the service
will soon surpass traditional media as the
primary source of information. Twitter now
boasts over 500 million global accounts.
Investors have also embraced the company’s
stock, bidding its market valuation above $10
billion. Despite these successes, it is hard to
make the argument that Twitter has gone
mainstream. Only a small fraction of those who
have signed up for accounts on Twitter use it
regularly and even fewer use it as a news
source. According to Pew Research, only 11%
of Americans have ever accessed news on
Twitter, with only 3% of Americans using it to
receive news on a regular basis. Overall, only
13% of Americans have used Twitter for any
purpose. Mainstream technologies and media
tend to have 30%-100% penetration, not 10%.
Twitter seems to be a technology of which
almost everyone is aware, but it is also a
technology that only a small slice of the
population has actually adopted.
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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/

