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Economic Update
Data released this week suggests the beginning of an economic
recovery, despite ongoing challenges. Consumer confidence increased
again in March, according to the Reuters/University of Michigan Surveys
of Consumers. Although consumer sentiment lingers near record lows,
consumers have become increasingly confident in government economic
policy. However, Reuters acknowledged that consumers reporting
declines in income during the last year increased and that the surveys
did not indicate expectations for personal finances to improve in the nearterm. The U.S. Department of Commerce reported that personal income
decreased 0.2% in February, while personal spending advanced 0.2%.
This marked the second month of increased spending following declines
since July 2008. The report also indicated that personal savings as a
percentage of personal income swelled to 4.2% last month. The higher
savings rate is understandable given continued softness in the jobs
market, yet this could delay economic growth because consumer
spending comprises approximately 70% of gross domestic product
(GDP). The Commerce Department reported that GDP contracted at a
6.3% annual rate in the fourth quarter, down slightly from earlier
estimates of 6.2%. According to the Wall Street Journal, economists are
projecting an equally weak first quarter—advance estimates will be
released late April. Durable goods orders soared 3.4% in February,
beating consensus estimates of a 2.0% decline. January durable goods
orders were revised significantly lower, making it difficult for economists
to determine whether the manufacturing sector is recovering.
Activity in the housing market picked up in February as falling prices
began to attract buyers. The National Association of Realtors (NAR)
announced that sales of existing-homes surged 5.1% to a seasonally
adjusted annual rate of 4.72 million. The NAR attributed 40% to 50% of
the acceleration to sales of distressed homes, which typically sell at a
20% discount to normal market value. The Commerce Department
reported that new-home sales advanced 4.7% to a seasonally adjusted
annual rate of 337,000, the first gain in activity since July 2008. While
sales remain considerably below February 2008, the signs of renewed
momentum suggest the housing market may be in a bottoming process.
Source: The Census Bureau of the Department of Commerce, Bureau of Economic Analysis, U.S.
Department of Commerce, Federal Reserve Banks, U.S. Department of Labor, Bloomberg, The Wall Street
Journal, Reuters, National Association of Realtors.
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Bond Market Update
U.S. Treasuries finished the week modestly lower, as a bout of profittaking forced bonds to give up earlier gains, according to traders. Bond
prices rose on Wednesday as the Federal Reserve began its first round
of targeted purchases of Treasuries since the early 1960s, buying $7.5
billion of the securities. The central bank also bought notes on Friday
with maturities ranging from two to three years. In an attempt to improve
credit markets and revive economic growth, the Fed plans to purchase
up to $300 billion in notes and bonds over the next six months. Traders
said prices may still have some upside potential in coming days amid
three more rounds of bond purchases next week. Bonds may be further
supported by demand from companies and funds seeking to acquire
liquid assets for distributions at quarter end, especially Treasury Bills and
other short-dated notes. Also, buying related to portfolio rebalancing
among bond funds in response to month-end adjustments in benchmark
indexes may lend some support, according to the Wall Street Journal.
Meanwhile, Japanese government bonds, the best-performing sovereign
debt in dollar terms over the last six months, are expected to slump as
supply increases significantly. The Japanese central bank plans to fund
at least 10 trillion Yen ($102 billion) of Prime Minister Taro Aso’s
proposed stimulus spending through increased sales of government
debt.
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Stock Market Update
Domestic stock markets closed higher for the third consecutive week
despite some weakness on Friday. Most of the week's gains can be
attributed to a surge in momentum on Monday, which drove the Dow
Jones Industrial Average, the S&P 500 and the NASDAQ indices to climb
more than 6.7%. Stocks were volatile throughout the week, yet major
indices were able to hold onto gains for the third consecutive week. The
recent bear-market rally has March positioned to hold the third best
monthly returns for the stock market since 1950. Since the uptick, 10%
of year-to-date losses have been erased. Some investors speculate that
next Friday’s slew of data reports, including unemployment, quarterly
earnings, and housing data, could test the current favorable market
sentiment.
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Bank of America (BAC) and JPMorgan (JPM) lost 3.2% and 5.8%
respectively on Friday, eroding some of the recent rally that resulted after
announcements that they were profitable in January and February.
General Motors Corporation (GM) posted a 6.2% gain after rumors
surfaced that the automaker is working to restructure its European
operations to raise capital. Amazon (AMZN) dropped 4.3% after a
downgrade from “conviction buy” at Goldman Sachs, indicating that they
no longer consider the shares an attractive buy.
European equity markets ended lower on Friday amid a warning from
AIR France-KLM regarding expected losses in both the first and second
quarters, which put downward pressure on airline stocks. Technology
firms also retreated following a profit warning from Accenture (ACN).
Barclays (BARC), however, rallied after a stress test of its books
indicated that the firm will not need to raise more capital to sustain itself,
lifting the stock over 24% by the end of trading Friday.
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Alternative Investments Market Update
After settling on Thursday at $54.34 per barrel, its highest level since
November, crude oil futures lost some ground on Friday. According to
the Wall Street Journal, many market participants feel that Friday’s action
represented a brief pause before crude oil prices continue higher. Light
trading volume also resulted as investors weighed a report from tanker
tracker Petrologistics showing that OPEC was producing about one
million barrels a day above its quota in March.
Copper and other metals fell this week as the dollar’s recent gains put a
strain on demand for commodities as an inflationary hedge, according to
Bloomberg. The dollar’s weekly gain was larger than any seen in the last
five weeks. The increase came as investors fled the euro and pound on
fears that Europe’s recession may be deepening.
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Bloomberg also reported that emerging market exchange-traded funds
(ETFs) attracted $1.6 billion in net inflows in the week ended March 25th,
suggesting that hedge funds are using the ETFs to raise risk levels. The
reports suggests that hedge funds, among some of the most active
traders of ETFs, are speculating that recent government efforts are going
to be successful in reviving global economic growth.
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MainStreet Advisors performance results reflect time-weighted rates of returns based upon MainStreet Advisors proprietary trading
strategies. Performance results reflect the reinvestment of dividends and other earnings as well as the deduction of management and
transaction fees. Performance does not reflect additional fees charged by institutions MainStreet Advisors provides investment services. In
some cases performance reflects the quarterly rebalancing of assets based upon MainStreet Advisors Tactical Asset Allocation Models.
Past performance may not be indicative of future results and the performance of a specific individual account may vary substantially from
performance presented herein. Therefore, no current or prospective client should assume that future performance will be profitable or
equal the performance results reflected herein. In calculating account performance, MainStreet Advisors has relied upon information
provided by various sources believed to be accurate and reliable but cannot be guaranteed. All past recommendations are available upon
request. Investments in equities, fixed income, mutual funds, and exchange traded funds involve risk and may lose value.
Different types of investments involve varying degrees of risk, and there can be no assurance than any specific investment will be
profitable. MainStreet Advisors investment strategies may involve portfolio turnover, which could negatively impact the next after-tax gain
experienced by an individual client.
MainStreet Advisors displays its performance results in addition to the market index that it believes represents a similar strategy in terms of
asset allocation (stocks, bonds), generally accepted investment objectives (growth, income, or balanced), style benchmarks (growth,
value, or core), geographic allocations (US, Foreign, or Global), sector allocation potential, and cap size objective (small cap, mid cap, or
large cap). The index is shown in order for clients to make a comparison of performance for the designated time period. However, the
indices shown above may not completely reflect the risk or volatility of the overall market or of the risk taken by the MainStreet Advisors
program. The indexes shown are not intended to be an absolute benchmark for the MainStreet Advisors program due to the fact that
clients may not be able to duplicate exact holdings in the indexes shown, MainStreet Advisors programs may reallocate some or all assets
in the program to cash in response to market conditions, and MainStreet Advisors programs utilize a flexible management strategy with
regard to equity selection, cap size, style, and asset allocation. It should be noted that market indices are always fully invested and
holdings are limited to the index charter. The market index used for comparison is an unmanaged index and is a common measure of
performance of the relevant stock markets. They are not available for direct investment.
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