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"Trends in earnings revisions have proved more resilient than feared this
year, with little impact being felt during the third quarter from Brexit."
-Baring International Investment Limited (Barings)
International equity markets rebounded post-Brexit

Colin C. Riddles

Rosemary C. Simmonds, CFA

International equity markets responded positively to reassuring indications from business
conﬁdence surveys and economic data during the third quarter of 2016 indicating that the U.K.’s
referendum vote to leave the European Union had not caused widespread loss of conﬁdence
in the global economy. International smaller companies generally rebounded, despite further
strength in the U.S. Dollar against many of the domestic currencies represented in the MSCI
EAFE indices.
Against this backdrop, the Harbor International Small Cap Fund advanced for the quarter,
posting a return of 8.74%. The Fund outperformed its benchmark, the MSCI EAFE Small Cap (ND)
Index, which returned 8.64%. The Fund’s relative outperformance was due mostly to strong stock
selection in the Industrials sector. An overweight allocation to Consumer Staples dragged on
relative performance.
Baring International Investment’s comments were made in an October, 2016 report. Highlights
adapted from the report appear below. All comments relate to the quarter ended September 30,
2016, unless otherwise indicated. All references to the year-to-date are for the period January 1
through September 30, 2016.

HIGHLIGHTS
The Waters Calmed a Bit
The period of turbulence immediately following the Brexit vote at the end of June did settle
somewhat over the third quarter, although some aftershocks continued to be felt. This is
typically a period during which some of the ‘catalysts’ that we have identiﬁed as potential
triggers to unlock value can emerge in the form of earnings upgrades or positive messages
from management. Moreover, following a turbulent second quarter, management teams of a
number of companies took the opportunity to reassure investors about the limited impact of
the Brexit vote on their underlying business activity. In summary, we welcomed a return to an
environment in which company-speciﬁc news ﬂow, rather than macro events, drove share price
returns, presenting a relatively more favorable environment for our investment approach and the
Fund.
Greater Exposure to Emerging Economies
As our investment process is bottom-up and driven by stock selection decisions based on our
“quality growth at a reasonable price” philosophy, trends and themes in the portfolio reﬂect
these decisions rather than our stock selection decisions being driven by themes or trends.
Nevertheless, over the last quarter, stock selection decisions resulted in a slightly greater
exposure to developing economies, both directly with purchases of Asian companies, and
indirectly, through purchases of companies with a higher share of sales in emerging economies.
Outlook for Smaller Companies
Our perspective on international smaller companies remains positive with regard to the longterm potential for the asset class, and more importantly, the stock selection opportunities within
this diverse and entrepreneurial group of companies. It remains unclear what the longer-term
impact of the Brexit referendum will be on smaller companies in international markets and
particularly those in the United Kingdom. Subsequent to the referendum vote, we had the
opportunity to meet with the management teams of a number of smaller U.K. companies. So far,
there is little evidence of any shock to either business or consumer conﬁdence. While economic
growth in Europe remains below long-term trend levels, there are continuing indications
of a slow recovery in domestic activity. Smaller companies remain more focused on taking
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optimization measures in terms of costs, proﬁtability and ﬁnancing rather than talking about
expansion and investment.
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Sectors: As of 09/30/2016, the Harbor International Small Cap Fund had invested the following percentages of its assets in the
sectors listed: Consumer Discretionary, 25.10%; Industrials, 19.87%; Consumer Staples, 12.14%; Information Technology, 10.89%;
Materials, 8.14%; Financials, 7.22%; Health Care, 6.91%; Real Estate, 4.00%;
Performance data shown represents past performance, which is no guarantee of future results. Current performance may be
higher or lower than the past performance data shown. Investment returns and the value of an investment will ﬂuctuate, and an
investor's shares, when sold, may be worth more or less than their original cost. You can obtain performance data current to
the most recent month-end (available within seven business days after the most recent month-end) by calling 800-422-1050 or
visiting harborfunds.com.
The Harbor fund's performance shown assumes the reinvestment of dividend and capital gain distributions and is net of
management fees and expenses. Returns for periods less than one year are not annualized. From time to time, certain fees
and/or expenses have been voluntarily or contractually waived or reimbursed, which has resulted in higher returns. Without
these waivers or reimbursements, the returns would have been lower. Voluntary waivers or reimbursements may be applied or
discontinued at any time without notice. Only the Board of Trustees may modify or terminate contractual fee waivers or expense
reimbursements. The Harbor funds are no-load; other fees and expenses apply to a continued investment in the funds and are
described in each fund's current prospectus.
Please keep in mind that high returns achieved during certain periods are unusual and an investor should not expect such
performance to be sustained.
Performance ﬁgures discussed in any of the Manager Commentaries reﬂect that of the Institutional Class shares.
This information should not be considered as a recommendation to purchase or sell a particular security. The holdings or sectors
mentioned may change at any time and may not represent current or future investments.
About Expense Ratios: All mutual funds have expense ratios which represent what shareholders pay for operating expenses
and management fees. Expense ratios are expressed as an annualized percentage of a fund's average net assets paid out in
expenses. Net expense ratios reﬂect adjustments due to voluntary or contractual fee waivers or expense reimbursements.
Expense ratio information is as of the Fund's current prospectus, as revised and supplemented from time to time. The net expense
ratios for this fund are contractually capped, excluding interest expense (if any), through 02/28/2017.
The MSCI EAFE Small Cap (ND) Index is an equity index which captures small cap representation across developed markets
countries around the world, excluding the U.S. and Canada. This unmanaged index does not reﬂect fees and expenses and is not
available for direct investment.
Investing in international and emerging markets poses special risks, including potentially greater price volatility due to social,
political and economic factors, as well as currency exchange rate ﬂuctuations. These risks are more severe for securities of
issuers in emerging market regions.
Stocks of small cap companies pose special risks, including possible illiquidity and greater price volatility than stocks of larger,
more established companies.
Equity securities, such as common stocks, are affected by company speciﬁc events and by movements in the overall stock
markets in which those securities principally trade. An adverse company speciﬁc event, or downturn in those stock markets, can
depress the value of a particular company's equity securities.
The views expressed herein are those of the subadviser, Baring International Investment Limited, at the time of the interview
and may not be reﬂective of their current opinions or future actions. These views are not necessarily those of Harbor Funds and
should not be construed as such.
Investors should carefully consider the investment objectives, risks, charges and expenses of a Harbor fund before investing.
To obtain a summary prospectus or prospectus for this and other information, visit harborfunds.com or call 800-422-1050. Read it
carefully before investing.
Harbor Funds is distributed by Harbor Funds Distributors, Inc.
HARBOR FUNDS and the Lighthouse Design are Reg. U.S. Pat. & Tm. Off.
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