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Economic Update
International trade information released on Tuesday by the U.S.
Department of Commerce reflected a moderate narrowing of the
country’s trade gap in February, tightening 2.6% to a $45.8 billion deficit
from an upward-revised measure of $47.0 billion in January. The
decrease in the gap was less than expected, with economists previously
estimating a $44.3 billion level for the month. The report showed
decreases in both U.S. imports and exports in February, with imports
falling 1.7% to $210.9 billion and exports dropping 1.4% to $165.1 billion.
Prices of imports and exports increased in the month of March, with a
separate report showing a 2.7% surge in import prices and a 1.5% jump
in export prices. This is primarily due to bloated energy and commodity
prices resulting from continued turmoil in the Middle East and North
Africa.
Inflation expectations for one year out remain high due to upward
pressure on U.S. consumer prices from the rising cost of food and
gasoline, according to an article from the Wall Street Journal; however,
underlying inflation remained under control last month. The U.S.
Department of Labor released data on Thursday that showed the
producer price index (PPI) rose less than expected in March, increasing
at a high but decelerated rate of 0.7% for the month. The core PPI index,
which excludes food and energy prices, jumped a less substantial 0.3%.
A separate report released Friday reflected an increase of 0.5% in the
headline consumer price index (CPI) for March, which was in-line with
expectations; the core CPI index rose a meager 0.1% in contrast.
The Federal Reserve reported on Friday that overall U.S. industrial
production jumped 0.8% in the month of March, beating analyst
estimates as the manufacturing sector continues to fuel the economic
recovery. Manufacturing output recorded its fourth consecutive month of
positive gains, climbing 0.7% in the month.
Retail sales ramped up 0.4% in March amid surging gas prices. Despite
rising fuel and food costs, sales excluding gasoline managed to rise
0.1%. The slowing sales growth paired with weaker business inventories
has some economists revising their growth forecasts downward.
Source: Bureau of Economic Analysis, U.S. Department of Commerce, Federal Reserve Banks, U.S. Department of
Labor, U.S. Department of Commerce, The Conference Board, the National Association of Realtors, the National
Association of Home Builders, the European Central Bank.
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Bond Market Update
After three straight weeks of losses, U.S. Treasuries rallied on
speculation the U.S. economic recovery may lose momentum as the
government and central bank curtail stimulus measures. President
Obama pledged this week to cut the deficit by $4 trillion within 12 years,
which was enough to generate a short-term spike in government bonds,
even if it is over a long period. Other factors that spurred demand for
safe-haven U.S. government bonds included a resurgence of risk
aversion in the European sovereign debt markets as Moody’s
downgraded Ireland by two notches, and, separately, Friday’s CPI report
that showed underlying inflation pressures, which excludes food and
energy, remain subdued. Although rising oil prices helped drive up
overall consumer prices, Fed Chairman Ben Bernanke suggested such
effects are temporary. All else equal, low inflation levels increase the
appeal of Treasuries as real return expectations rise. With inflation fears
abating, at least over the short-term, Federal Reserve Bank of
Philadelphia President Charles Plosser, one of the Fed’s advocates for
tightening monetary policy to tame inflation, acknowledged that serious
price pressures are not imminent and that he is more concerned about
longer-term stresses. Expectations for a Fed interest rate hike by
January 2012 faded, with futures contracts pricing in 52% odds, down
from 62% last week.
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The stock market slowed heading further into the second quarter.
Recent activity in the market has demonstrated promise for recovery.
However, this process is trending at a slow but steady pace. This week
consisted of relatively volatile returns and ended with a slightly negative
performance. The Dow Jones Industrial Average closed at 12,341.83,
down 38.22 points for the week, or -0.31%. The broader S&P 500 Index
ended the week down 8.49 points, or -0.64% to close at 1,319.68, while
the NASDAQ Composite finished lower by 15.76 points, or -0.57%, to
close the week out at 2,764.65.
One of the major drags on the Nasdaq Composite Index was the
surprisingly weak first-quarter earnings report for Google Inc. (GOOG),
dropping the shares by over 7% today. Many large institutions have
responded by lowering their price targets, some cuts as large as $100, or
-15.0%. These earnings were reportedly conservative due to large
increases in new hires, employee pay, and a sharp increase in capital
expenditures. Google has exhibited strong confidence in investing such
funds into their large businesses, yearning for larger returns. However,
analysts remain skeptical and the market has since agreed.
Continued recovery efforts in Japan have focused on offsetting the
lingering effects from the devastating earthquake and tsunami, which
took place just five weeks ago. The reactors at several nuclear power
plants have been unable to run at full capacity as their cooling operations
are still being worked on to restore their original functionality. Such has
been the cause of drops in the energy sector in Japan. Tokyo Electric
Power Co., along with its competitors, has recently exhibited very volatile
performance, ending the week with a decline of over 6.0%. The inability
to operate the plants will force cuts in electrical supply during the peak
usage season this summer. Concerns regarding the potential prolonged
period of rolling blackouts have increased, causing an overall negative
economic outlook. This will affect many industries and could even drop
GDP by 1.0% as projected by analysts from Jefferies (Japan) Ltd.
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Alternative Investments Market Update
Investors continue to view precious metals as an appealing hedging
strategy against inflationary concerns and the ongoing decline of the
dollar, sending gold futures to a record $1,486.50 an ounce, up 0.75% for
the week. Silver, which has rallied almost 38% year to date, ended the
week at $42.885, marking a gain of 4.8% after closing last week at
$40.61 – it’s highest level in over three decades.
Amid concerns that the surge in oil prices is feeding inflation and starting
to erode demand for fuel, crude closed at $109.39 a barrel, down 3.32%
– its first weekly decline in a month. Crude oil prices have pushed ahead
of where fundamentals suggested, analysts at Goldman Sachs noted in a
report. They stated that the near-term downside risk to prices has risen in
recent weeks on budding signs of demand destruction in the United
States. Wheat futures declined for the fifth straight day on speculation
that higher shipments of the grain from Ukraine may boost global supply.
Wheat finished the week at $7.6975 a bushel, down a 7.5% from last
week. Corn and soybeans also fell on speculation that the world's central
banks will boost interest rates to fight inflation, reducing demand for
crops from the U.S., the biggest exporter of the two. Corn and soybeans
closed the week at $7.4925 and $13.317 a bushel, respectively.
In a recent report from Dealogic Inc., of nine new real estate investment
trusts (REITs) that have applied to sell stock in initial public offerings so
far this year, seven are REITs that will invest in mortgage-backed
securities. The value of these offerings totals $2.6 billion, the largest
amount devoted to mortgage REITs since 2009. Experts claim that
mortgage REITs, which tend to have high dividend yields and low
financing costs, are able to achieve favorable returns even while paying
the costs of substantial hedging to protect against interest-rate increases.
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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.
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Chicago, Illinois 60602
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www.mainstreetadv.com

