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Economic Update
President Barack Obama spoke in Tokyo on Friday, stressing the
importance for the global economy to become less dependent on the
U.S. consumer for growth. The message that the world economy needs
to rebalance echoed conclusions presented by Federal Reserve
Chairman Ben Bernanke in mid-October. This concept is a likely topic at
the upcoming Asia-Pacific Economic Cooperation forum and the
Association of Southeast Asian Nations meeting this weekend.
The U.S. international trade gap widened in September as exports
increased by $3.7 billion and imports grew by $9.3 billion, according to
data released by the U.S. Department of Commerce on Friday. The
$36.47 billion deficit marked an 18% increase from August—the greatest
monthly gain in more than ten years and the highest level in ten months.
The higher levels of both export and import activity suggest that global
trade may be recovering. The Labor Department reported that the U.S.
Import Price Index advanced 0.7% in October amid a 1.8% rise in fuel
prices. Overall import prices have risen seven of the past eight months.
Meanwhile, export prices increased 0.3% for the month after declining
0.2% in September.
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Data released by Eurostat this week indicated that the Euro-zone
economy advanced for the first time since the first quarter in 2008.
Although gross domestic product grew 0.4% in the third quarter, it missed
consensus estimates due to an unexpectedly weak quarter in France.
U.S. consumer sentiment retreated further in early November, as shown
by the Reuters/University of Michigan Surveys of Consumers. The
survey indicated continued concerns surrounding softening in the labor
market and a perceived dismal outlook for job prospects. The 66.0reading represented the weakest level of consumer sentiment since
August, a signal that consumer spending is likely to remain muted in the
coming months. Reuters noted that the survey occurred prior to the
announcement of the latest employment report which suggests a
possibility that sentiment will continue to slide further. In addition, the
survey showed that the one-year outlook reached the lowest level since
April.
Source: Bureau of Economic Analysis, U.S. Department of Commerce, Federal Reserve Banks, U.S. Department of
Labor, The Wall Street Journal, Bloomberg, Reuters, Eurostat.
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Bond Market Update
U.S. Treasuries finished the week modestly higher, supported by
comments from Chicago Federal Reserve Bank President Charles Evans
that suggested interest rates will remain low for the foreseeable future.
“Unless there are unusual developments, I think the policy is going to be
highly accommodative, as it is now, for quite some period of time,” Evans
told reporters after a recent speech in Paris. The comments prompted
traders to again reduce odds for an increase in borrowing costs with
futures on the Chicago Board of Trade indicating a small chance that
policy makers will increase the target lending rate by their January
meeting. Last week the central bank reiterated its intentions to keep
interest rates near zero for an extended period. Meanwhile, the
sustainability of the U.S. economic recovery by the private sector after
government stimulus programs ends remains in question, according to
Bill Gross of Pimco. Mortgage and high yield bonds are “overvalued,”
making investment grade and emerging market debt attractive, Gross
said in a recent interview. Below average economic growth may prompt
yield spreads on high yield debt to increase. High yield bonds have
returned a record 52% this year, compared with 19% for investment
grade debt and a loss of 2.5% for Treasuries, according to Merrill Lynch.
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U.S. Investment Grade Corporate Bond Spreads (BBB-A), in bps
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Stock Market Update
Stocks rose for a second straight week with the Dow Jones Industrial
Average (DJIA) closing at 10,270.47 on Friday for a gain of 247.05 points
or 2.46%. The broader S&P 500 gained 2.26% to close the week at
1,093.48.
Disney (DIS) reported third quarter profit 18 percent higher-thanexpected by analysts on higher fees for its ESPN channels, according to
Bloomberg. Disney gained 4.5% on the news. In positive retail news,
Abercrombie & Fitch (ANF) and JC Penny (JCP) reported better-thanexpected results and raised their 2010 outlooks; the stocks gained
10.66% and 6.19%, respectively, on the news.
With earnings season winding down, Bloomberg reports that over 80% of
S&P 500 companies reporting third quarter results have exceeded
analysts’ expectations, the largest percentage since Bloomberg began
tracking quarterly results in 1993.
Small cap stocks, as measured by the S&P 600, have gained 69% since
the market’s bottom and are now trading at 34 times trailing twelve month
earnings, the highest level in 13 years, according to Bloomberg. The
large cap S&P 500 index has gained 61% and trades at approximately 22
times trailing twelve month earnings.
Amid renewed confidence that the Federal Reserve would keep interest
rates low for a prolonged period of time, Bloomberg reported that EPFR
Global’s fund flow report found investors poured the most money into
equity mutual funds in 11 months. According to the report, a total of $10
billion was added to global equity funds in the week ended November 11.
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Alternative Investments Market Update
Despite a story in the Wall Street Journal depicting the amount of U.S.
dollar buying by Russia, Thailand, South Korea, and the Philippines, the
impact on the dollar was slight, but gold declined 1% on the news. A
surprising jump in the monthly trade deficit continued to support the year
long rally in gold and commodities. Comments by U.S. Treasury Timothy
Geithner about the country's commitment to a "strong dollar" had little
impact on gold, and it remained over $1,100 per ounce for most of the
week. On Thursday, gold futures prices hit a contract record high of
$1,123.40 per ounce for the most actively traded contract.
For several consecutive weeks, oil futures have been mired in the upper
$70s and have not been able to make it over $80 bbl. Despite news that
Europe posted GDP growth for the first time since last year, oil prices
failed to advance over this key level on the perception of higher demand.
A report by the U.S. Energy Information Agency released Thursday
showed that stockpiles of crude oil rose by 1.76 million barrels,
compared to a consensus forecast of 200,000. In addition, the report
indicated that the amount petroleum distillates like diesel fuel and heating
oil actually built up by 349,000 barrels when normally this time of year
stockpiles begin to draw down.
Another legendary hedge fund manager has retired. John Horseman has
announced that he will retire from managing the $3.6 billion Horseman
Fund, which has declined about 23% through October, significantly
behind its benchmark.
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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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