Market Recap

U.S. Federal Debt as a Percentage of GDP
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Global Equity Markets Correlation
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The Federal deficit as a percentage of GDP is at
its highest level since the end of World War II.
The percentage has grown dramatically since
the Great Recession, as the combination of
declining tax revenues and additional stimulus
spending has created ever-larger deficits. The
net result is that our cumulative Federal debt
now exceeds 100% of GDP. Fortunately, the
consequences have been limited thus far.
Despite last summer’s credit rating downgrade,
U.S. Treasury borrowing rates remain very low,
and the U.S. has had no trouble attracting
bond buyers. At some point, investors may
choose to reallocate funds elsewhere. If and
when that happens, the likely resulting
increase in borrowing costs could make deficits
unsustainable. There is a sense of urgency to
put the Federal budget on a path toward
balance. Current discussions regarding the
looming fiscal cliff highlight tradeoffs between
expense control and economic growth. Current
estimates indicate that the expiring tax
provisions will raise an additional $500+ billion
in revenue in 2013. However, a related decline
in consumer spending could cut GDP growth by
4+%, throwing us back into recession.

During the 2008 financial crisis, correlations
among international equity markets spiked
higher. Equity correlations have remained
elevated since the crisis ended, suggesting this
phenomenon is not isolated to periods of crisis.
Correlations among international equity
markets have been trending upward over the
past 20 years. Increasing correlations is
attributed to markets becoming increasingly
intertwined through global trade, technological
advancement, and greater investor access.
Given that markets remain macro-driven and
correlations are 5 times higher today than 15
years ago, diversifying investment portfolios has
become far more important. In pursuit of
diversification, investors may need to consider a
broader range of investments and a more
balanced approach towards investing.
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U.S. Housing Starts
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Global Non-Cash Payments
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The recently-released data on housing starts
was further evidence of the improving U.S.
housing market. Residential construction is at
its highest level in four years, a trend that could
have a positive effect on the jobs market and
the broader U.S. economy. According to the
Commerce Department, builders started
construction on new houses and apartments at
a seasonally-adjusted annual rate of 872,000
units in September, an increase of 15% from
August and 35% from September 2011. The
level of housing starts was its highest since
July 2008. The recent data provides hope for a
recovery in construction jobs. Between 2007
and 2011, more than 2.1 million construction
jobs were lost. The National Association of
Home Builders estimates that each home built
generates three full-time jobs and $90,000 in
new tax revenue.

The volume of non-cash payments has been on
the rise. About 280 billion non-cash payments
were made in 2010 (the latest year for which
final data is available), a 7% increase from
2009. Although “Developed Economies” account
for 80% of such transactions, the fastest areas
of growth have been emerging economies.

Brazil is now second only to the U.S. as the
country with the greatest number of non-cash
payments. Credit cards account for 56% of
non-cash payments, followed by debit cards
(increasingly chosen over cash for small
transactions), which now account for more than
one in three payments. Electronic and mobile
payments are the fastest growing forms of
payment, with annual growth of 20% and 53%
respectively forecast between 2009 and 2013.
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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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