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Economic Update
Data released this week signaled continued economic challenges despite
recent improvements. The U.S. Department of Commerce revised
estimates for fourth quarter gross domestic product (GDP) higher.
Although the 5.7% seasonally adjusted annual rate indicated strong
growth, the revisions were largely a reflection of positive contributions
made from private inventory investment. Businesses have had to
restock inventory levels that declined during the recession, suggesting
that the strong growth rate is not sustainable. Personal consumption
expenditures also contributed positively to GDP; however, recent
declines in consumer confidence suggest that consumer spending may
remain weak in the coming months.
According to The Conference Board Consumer Confidence Index,
consumer confidence declined significantly in February amid concerns
about current business conditions and the labor market. Director of The
Conference Board Consumer Research Center Lynn Franco concluded
that consumers have become increasingly pessimistic about the shortterm economic outlook and more negative, still, about their personal
income prospects. The Reuters/University of Michigan Surveys of
Consumers showed a modest decline in consumer sentiment.
Interestingly, Bloomberg noted that manufacturing has become the
source of economic strength as opposed to the jobs or housing market,
which are areas closer to the consumer.
Sales of existing single-family homes declined for the second month in
January, down 7.2% to a seasonally adjusted annual rate of 5.05 million
units, according to the National Association of Realtors (NAR). Despite
the slight setback, sales remain 11.5% higher than January 2009 levels.
NAR Chief Economist Lawrence Yun acknowledged that it will take a few
months for sales made after the extension of the first time home buyer
tax credit to close; however, he noted that the disappointing report “raises
concerns about the strength of the recovery.” Separately, the S&P/CaseShiller Home Price Indices, which serve as the leading gauge of U.S.
home prices, declined in the fourth quarter. Although momentum from
late summer has faded, the rate of decline has decelerated.
Source: Bureau of Economic Analysis, U.S. Department of Commerce, Federal Reserve Banks, U.S. Department of
Labor, The Conference Board, Reuters, National Association of Realtors.
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Bond Market Update
U.S. Treasuries finished the week higher across the entire yield curve,
with the long-end leading the advance, as several weak economic
reports and the threat of ratings cuts for Greece drove investors to the
relative safety of government debt. A weaker-than-expected existing
homes sales report, a soft consumer spending announcement, and
concerns that fiscal problems in several European nations could spread
were the primary influences on the fixed income markets. Although
supply has increased due to China’s campaign to decrease U.S.
Treasury holdings and diversify, many strategists feel government debt
may head lower given the uncertainties in the global economy and
expectation the Fed will keep rates low for an extended period of time.
Traders cut bets the Fed will raise the cost of borrowing as interest rate
futures on the Chicago Board of Trade showed a 47% chance central
bankers would raise the target lending rate by November, down from
61% a week ago, according to Bloomberg. Meanwhile, Standard &
Poor’s and Moody’s warned that Greece’s long-term sovereign debt
rating could be downgraded from BBB+, citing downside risks to growth
that could hinder the country’s deficit-cutting plan.
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U.S. Investment Grade Corporate Bond Spreads (BBB-A), in bps
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Stock Market Update
Choppy trade was again the theme on Wall Street this week. Investors
still are not trading on fundamentals as market headlines and fresh data
dominate trading activity. The market dipped Monday and Tuesday as
worries over rising rates and a poor consumer confidence report caused
investors to run from risk. On Wednesday, investors were reaffirmed by
Ben Bernanke that the Fed would continue to leave rates near zero.
New job data and fresh concerns about Greece’s debt issues were the
cause of concern on Thursday. On Friday trading was flat causing many
analysts to wonder if the correction that was thought to have arrived is
over. For the week, the Dow Jones Industrial Average and S&P 500 fell
77.09 and 4.68 points, drops of 0.74% and 0.42% respectively. The
NASDAQ, little changed, dropped 0.25%.
Tuesday’s market dip, the Dow fell 100.97, or 1%, was largely attributed
to the financial sector. The Federal Deposit Insurance Corporation
announced that bank failures are still continuing at record pace.
According to the FDIC announcement as published in the Wall Street
Journal, one of every 11 banks were deemed “at risk of failure” in the
fourth quarter of 2009.
On Wednesday the SEC voted to curb short selling, a trading strategy
where profit is generated by selling borrowed shares, which some believe
was the root of the 2008 panic. For stocks that dip more than 10% in a
single trading day, short selling is only allowed if the sale is above the
highest bid price. The restriction remains in place for the day following
the drop as well. This new policy is a variation to the uptick rule
abandoned in 2007.
In corporate news, Coca-Cola Co. (KO) fell 5.38% this week on news that
it will take over the North American operations of its top bottler, CCE.
The deal was intended to cut costs and increase distribution flexibility.
Investors reacted negatively after the announcement as KO dropped
3.70% in Thursday’s trading as it was seen as a deviation from Coke’s
business model which committed to keeping bottling operations
separate.
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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.
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Alternative Investments Market Update
As the concerns of Greece's conditions improved, gold and other metals
had recently declined, but when news that an upcoming Greek bond
offering was postponed and S&P moved closer to downgrading Greece's
debt rating, the Euro fell again, pushing gold which is priced in dollars
(that are now more valuable) downward. However, by week end, the
positive revision to fourth quarter U.S. GDP cast a more encouraging
light on global growth prospects, and gold rallied strongly to close out the
week basically flat. Oil saw its five day winning streak end on Tuesday
with an $80 close only to decline $1.50 bbl on a disappointing reading for
consumer confidence. Oil slowly climbed back towards $80 and also
ended the week mostly flat.
A story in the Wall Street Journal provided a glimpse into the often
secretive world of hedge fund strategy. According to the article,
prominent hedge fund managers recently met for dinner at a private
home in Manhattan and discussed the plight of the Euro. Many at the
event stated they were concerned the Euro could be headed to "parity
with the dollar" - meaning $1 buys €1.
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In real estate, investors are now focused on the growing battle to take
over bankrupt REIT General Growth Properties. Simon is offering to take
the company over for $10 billion, including $7 billion to pay off General's
creditors. Two other suitors have entered the mix. Australia's Westfield
Group and Canada's Brookfield Asset Management have both expressed
interest.
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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 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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