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Economic Update
Consumer morale retreated modestly in December, as shown by The
Conference Board Consumer Confidence Index. The survey of 5,000
U.S. households indicated that consumers remain wary of the economic
outlook, with 16.6% of survey participants anticipating an improvement in
business conditions over the next six months. Director of the Consumer
Research Center at The Conference Board, Lynn Franco concluded that
despite the slight setback, “all signs continue to suggest that the
economic expansion will continue well into 2011, but that the pace of
growth will remain moderate.”
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Initial claims for unemployment benefits for the week ending December
25 fell 34,000 from the previous week to 388,000. This represents the
lowest level since July 2008, according to the Wall Street Journal. The
four-week moving average declined to 414,000, a significant
improvement from 474,000 one year ago.
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Standard & Poor’s announced this week that U.S. home prices,
represented by the S&P/Case-Shiller Home Price Indices, continued to
slide in October. Data indicated a deceleration in annual growth rates for
18 of the 20 largest U.S. metropolitan areas. Six markets including:
Atlanta, Charlotte, Miami, Portland, Seattle, and Tampa have fallen to the
lowest levels since prices began to fall three to four years ago. Although
housing prices remain depressed, the outlook for housing activity has
improved slightly. The National Association of Realtors (NAR)
announced that its Pending Home Sales Index, which serves as a
forward-looking indicator, climbed 3.5% in November. However, NAR
Chief Economist, Lawrence Yun, noted that “further gains are needed to
reach normal levels of activity.”
The Institute for Supply Management—Chicago reported that its
seasonally adjusted Chicago Business Barometer surged to the highest
level since July 1988 and indicated expansion for the fifteenth
consecutive month. This diffusion index of Chicago-area business
conditions reflected significant improvements in production, new orders,
and employment.
Source: Bureau of Economic Analysis, U.S. Department of Commerce, Federal Reserve Banks, U.S. Department of
Labor, U.S. Department of Commerce, the Institute for Supply Management-Chicago, The Conference Board, the
National Association of Realtors.
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Bond Market Update
U.S. Treasury prices across the yield curve ended the week higher but
not before exhibited unusual volatility in what is normally a quiet week of
trading. The volatility resulted from three Treasury Department auctions
totaling $99 billion worth of bonds this week, which were met with mixed
results. Bond prices rallied Monday on strong demand at the $35 billion
auction of two-year notes as well on surprise news of an interest rate
hike in China. However, bond prices tumbled on Tuesday after the $35
billion action of five-year notes was met with the lowest demand in six
months, according to CNN, pushing the yield on the benchmark 10-year
note to 3.48%. The Tuesday sell-off was short lived, however, as the
Wednesday auction of $29 billion of seven-year Treasury notes drew
strong demand, sending the 10-year Treasury bond down to 3.35%.
After a brief sell-off on Thursday, bond prices continued to rally on Friday
as investors ignored better-than-expected economic reports on jobs,
manufacturing and the housing market. The 10-year Treasury bond
ended the week with a yield of 3.29%, thus ending the year well above
the early October low of 2.38% but below the year-ago level of 3.83%.
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Issue

12.24.10

12.31.10

Change

3 month T-Bill

0.14%

0.12%

-0.02%

2-Year Treasury

0.67%

0.66%

-0.01%

5-Year Treasury

2.09%

2.06%

-0.03%

10-Year Treasury

3.41%

3.38%

-0.03%

30-Year Treasury

4.47%

4.43%

-0.04%

Source: Bloomberg, FTN Financial, The Wall Street Journal, U.S. Department of Treasury.
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Stock Market Update
Domestic stocks experienced choppy trading this week as the year came
to an end, experiencing thin volumes that are characteristic of the holiday
week. A weekend blizzard that dropped 20 inches of snow on New York
City made travel in the northeastern U.S. difficult, exacerbating the light
market activity. Downward pressure this week was partially generated by
investors selling positions for tax purposes, taking advantage of their final
opportunity to lock in gains from the year. Positive economic reports on
factories, housing, and the job market helped prevent stocks from
slipping too far, leaving the major indices with mixed results; the S&P
500 and Dow Jones Industrial Average indices finished in positive
territory for the fifth straight week, gaining 0.07% and 0.03%,
respectively, while the NASDAQ Composite index fell 0.48%.
Equities had a strong year in 2010, with each major large cap benchmark
increasing by double digits. The S&P 500, Dow Jones Industrial
Average, and NASDAQ Composite indices concluded the year up
12.78%, 11.02%, and 16.91%, respectively. A majority of the gains
came in the second half of the year, with the S&P 500 jumping 22.99%
since hitting a closing low on July 2. The best performing sectors in the
S&P 500 for 2010 were consumer discretionary, industrials, materials,
and energy, with each segment rising over 20% on the year. The utilities
and health care sectors increased the least, with each adding less than
6%. Small and mid cap stocks performed almost twice as well in 2010
as their large cap counterparts, with the S&P 600 SmallCap and S&P
400 MidCap indices gaining 24.98% and 24.85%, respectively.
American International Group, Inc. (AIG) made a splash this week after a
regulatory filing showed that the insurance giant has signed $4.3 billion
worth of credit agreements. AIG, which has been seeking independence
since its 2008 government bailout, gained 6.06% on the week, leading
the financial sector higher. Shares of Borders Group, Inc. (BGP)
plummeted 22.40% on Friday after the bookseller announced that it
would delay payments to several publishers as a part of its refinancing
efforts in light of its depleted borrowing capacity. The company has
struggled to cope with the advent of digital book readers, a fast growing
market that has captured a large portion of the consumer base.
Issue
Dow Jones

12.24.10

12.31.10

Change

11,573.49

11,577.51

0.03%

S&P 500

1,256.77

1,257.64

0.07%

NASDAQ

2,665.60

2,652.87

-0.48%

Russell 1000 Growth

575.09

574.67

-0.07%

S&P MidCap 400

910.79

907.25

-0.39%
-0.66%

Russell 2000

788.87

783.65

MSCI EAFE

1,644.16

1,649.69

0.34%

MSCI EM

1,126.49

1,145.79

1.71%

165.45

168.31

1.73%

MSCI Small Cap

Prices reflect most recent data available at the time of publication
Source: Bloomberg, Russell Investment Company, Standard & Poor’s, Morgan Stanley Capital
International, The Wall Street Journal, MarketWatch.

Weekly Change
0.4%
0.2%
0.0%
-0.2%
-0.4%
-0.6%
-0.8%
Large Cap

Mid Cap

Small Cap

Int'l

Small Cap

Int'l

Source: Standard & Poor's, Russell Investment Company, MSCI

Year to Date Change
28.0%
24.0%
20.0%
16.0%
12.0%
8.0%
4.0%
0.0%
Large Cap

Mid Cap

Source: Standard & Poor's, Russell Investment Company, MSCI

December 31, 2010
[page 4]

MainStreet Advisors
Financial Market Update
Alternative Investments Market Update
Commodities performed impressively in 2010, rising 16.67% as
measured by the Dow Jones UBS Commodity Index. The largest gains
were realized by cotton, which surged over 90% (the biggest increase
since 1973) in a year where supply was embattled by the elements and
high demand, leaving stockpiles nearly 72% depleted. China is
forecasted to have a nearly 56% increase in imports in 2011, leading
analysts to predict that the price of cotton will remain strong in the near
future. Silver had a remarkable year as well, increasing over 80% and
reaching a new 30-year intra-day high in the final day of trading in 2010.
Natural gas contracts fared the worst in 2010, dropping over 40% on the
year as demand has been negatively impacted by milder weather.
Gold contracts increased 2.87% in the last week of trading for the year,
helping push the precious metal close to a 30% increase for the year.
This marks the tenth consecutive annual gain for gold, with a weaker
dollar and uncertainty in the global economy pushing the safe-haven
investment to its strongest increase in three years. Some analysts
predict that the positive momentum will carry into 2011, driven by
continued uncertainty and increasing inflationary pressures. Crude oil
futures enjoyed a stable advance in 2010, rising 15.03% for the year
primarily in the final two months of trading. Copper contracts, which
jumped over 32% this year, reached their fourth-recorded closing high
this week. Many economists use the industrial metal as an indicator of
global economic health.
In private equity news, closely held Goupon, Inc. raised $500 million of a
planned $1 billion round of new funding, according to the Wall Street
Journal. The daily coupon service company recently rejected a $6 billion
takeover offer from Google Inc (GOOG) and is rumored to be planning an
initial public offer for 2011.
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Previous Week

Current1

Change

1,380.00

1,421.50

3.01%

91.41

91.48

0.08%

Copper

425.45

443.90

4.34%

Sugar

33.98

32.12

-5.47%

HFRX Equal Wtd. Strat. Index

1,165.74

1,167.24

0.13%

HFRX Equity Hedge Index

1,219.15

1,223.89

0.39%

HFRX Equity Market Neutral

1,015.69

1,013.14

-0.25%
0.31%

Issue
Gold
Crude Oil Futures

HFRX Event Driven

1,369.96

1,374.18

HFRX Merger Arbitrage

1,518.94

1,521.87

0.19%

Dow Jones UBS Commodity Index

158.89

162.39

2.20%

FTSE/NAREIT All REIT

133.12

134.83

1.28%

1 Prices reflect most recent data available at the time of publication
Source: Dow Jones, National Association of Real Estate Investment Trusts, Hedge Fund Research,
Bloomberg, The Wall Street Journal, The International Monetary Fund.
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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 that 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 indices 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 indices 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.
Any investments purchased or sold are not deposit accounts and are not endorsed by or insured by the Federal Deposit Insurance
Corporation (FDIC), are not obligations of the Bank, are not guaranteed by the Bank or any other entity, and involve investment risk,
including possible loss of principal. MainStreet Advisors and Bank are independently owned and operated. MainStreet Advisors is an
SEC registered investment advisor. Form ADV Part II is available upon request.
120 North LaSalle Street Suite 3750
Chicago, Illinois 60602
312.223.0270 direct
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www.mainstreetadv.com

