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Economic Update
The so-called “Super Committee” proved to be anything but, failing on
Monday to agree on a $1.2 trillion debt reduction package. The
committee’s squabbling over taxes and entitlements is just one more
example of how far the ideological divide has grown between
Republicans and Democrats, and why congressional approval ratings are
polling as low as 9% right now. The failure to reach a deal will result in
$1.2 trillion in automatic cuts in defense and non-defense spending, but
those cuts will not take effect until 2013 and are not nearly enough to
slow the growth of our nation’s debt relative to GDP.
Sales of existing homes rose 1.4% in October to a 4.97 million annual
rate, according to the National Association of Realtors. Buyers were
likely drawn in by lower prices which fell 2.0% during the month to a
median of $162,500. The expiration of higher conforming loan limits on
October 1 was likely a contributing factor to the drop in prices.
Economic growth got a slight downgrade in the Commerce Department’s
second estimate for the third quarter. GDP growth was revised down to
2.0% from the initial 2.5% estimate released last month. The negative
revision was largely due to a downward adjustment to inventory
investment which does little to damage the economy’s forward
momentum.
Personal income and spending continued to post gains in October,
according to a report from the Commerce Department. Personal income
rose 0.4% and the wages & salaries component came in at an even
stronger 0.5%, indicating that despite high unemployment the situation for
those with jobs is improving. Consumer spending on durables jumped
0.8%, likely aided by a drop in gasoline prices.
Durable goods orders softened as a result of a drop in the volatile civilian
aircraft orders component. The headline number fell 0.7%, but excluding
transportation durable orders were up 0.7%. Boeing recently announced
a record order for new jets valued at nearly $22 billion which will add
strength to next month’s numbers.
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
Investors fled to U.S. Treasuries during a volatile trading week dominated
by headlines. Domestically, the Congressional super committee’s failure
to reach a deficit cutting agreement increases the chances that economic
stimulus measures will expire and not be renewed in 2012. The
increased probability of slower economic growth ahead for the U.S.
pushed investors to accept lower yields and diminished the attractiveness
of bonds with risk.
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Internationally, the eurozone debt crisis continued to smolder. A change
in political leadership in Spain did little to boost confidence in Spanish
sovereign debt as 3 and 6 month bills traded at over 5% yields following
elections. Additional concerns arose over a warning by Moody’s that the
increased spread between French and German bonds threatens the
current AAA credit rating of French debt. France’s AAA rating is viewed
as essential for the European debt rescue fund to be viable.
Most troubling, however, was an anemic German bond auction where
only €3.6 billion of the offered €6 billion 10-year bonds sold at increased
yields. With other sovereign bonds trading at a spread to German bonds,
the increased German yields pushed up already elevated borrowing costs
across the EU. Rather than indicate German bonds have become riskier,
analysts viewed the poor auction as an indication investors have
increased doubt the EU will make it through the debt crisis intact.
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Stock Market Update

The stock market finished Friday where it had been the whole week, in
negative territory, leaving investors with nothing to be thankful for over the
past week. The markets continued to remain volatile as the European
debt fears continued to take stocks lower earlier in the week. The Dow
Jones Industrial Average closed at 11,233.68, down 563 points for the
week, or down 4.77%. The broader S&P 500 Index ended the week down
4.67% to close at 1,158.91, while the NASDAQ Composite finished lower
by 130 points, or down 5.09% to close the week out at 2,441.58.

Weekly Change

0.0%
-1.0%
-2.0%
-3.0%

The European markets finished the week with several consecutive days
of the market ending in negative territory. The markets were looking for
leadership this week as the meeting between French president Sarkozy
and German Chancellor Angela Merkel failed to calm investor fears.
Merkel has openly criticized the issuance of euro bonds stating the
common interest rate would send the wrong signal. The Italian
government sold 8 billion euros ($10.7 billion) of six-month Treasury bills
with an average yield of 6.50%, significantly higher than the sale on
October 26th when the average yield was 3.50%. The higher interest rate
reinforces concerns that as the debt crisis spreads Italy will have a
difficult time meeting its funding needs.
All three indexes in the U.S. were lower by over 4% for the entire week.
The markets seemed to get some relief on Friday as investors returned
from Thanksgiving Day and the shortened trading week. Investors
seemed to flock back into the market at the open Friday only to
turnaround and finish another day this week in negative territory on little
volume. Enticed by huge discounts, early Black Friday openings
attracted shoppers to major retailers such as Macy’s (M), Best Buy (BBY),
and Walmart (WMT). Analysts are expecting record crowds with the
number of shoppers expected to rise 10% from last year’s number of 152
million.

-4.0%
-5.0%
-6.0%
-7.0%
-8.0%
Large Cap

Mid Cap

Small Cap

Int'l

Small Cap

Int'l

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

Year to Date Change
0.0%

-5.0%

-10.0%

Issue
Dow Jones

11.18.11

11.25.11

Change

11,796.16

11,233.68

-4.77%

S&P 500

1,215.65

1,158.91

-4.67%

NASDAQ

2,572.50

2,441.58

-5.09%

Russell 1000 Growth

568.71

544.91

-4.18%

S&P MidCap 400

861.04

812.67

-5.62%

Russell 2000

719.41

669.24

-6.97%

1,400.49

1,322.57

-5.56%

952.00

888.24

-5.08%

MSCI EAFE
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.

-15.0%

-20.0%

-25.0%
Large Cap

Mid Cap

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

November 25, 2011
[page 4]

MainStreet Advisors
Financial Market Update
Alternative Investments Market Update

Crude oil fell 1.80% this week, settling at $96.04 a barrel, as equity
markets were hit hard, especially in Asia and Europe, on worries
pertaining to the ongoing financial turmoil in the eurozone, along with
strength in the U.S. dollar. Analysts believe prices may jump in the near
future though, amid France’s call for an embargo on crude exports from
Iran. This week, the French government reached out to its European
counterparts to find an agreement to sanction exports from Iran following
reports that allege the country is producing nuclear weapons. In other oil
news, the narrowing price gap between the two main benchmarks for
crude oil, WTI and Brent, could bring relief for U.S. airlines. The premium
of Brent to WTI stood at around $11.40 a barrel earlier in the week, down
from as much as $27.88 in October. Crude prices affect the cost of jet
fuel, which along with labor, are airlines' biggest costs. Airlines use fuel
hedge contracts to protect against price swings, so with the gap closing
between the two, it gives better protection than was offered when WTI
was trading at a discount.
According to Morningstar, hedge funds posted positive gains in October,
despite the funds failing to fully participate in the equity market’s huge
rebound. The Morningstar MSCI Composite Hedge Fund Index, an assetweighted composite of nearly 1,000 hedge funds, rose 1.1% last month.
Despite this rise, however, the index significantly trailed the MSCI World
NR Stock Index, which increased 10.3%. According to analysts at
Morningstar the lagging performance of hedge funds is attributed to the
“abruptness of the market’s reversal, coupled with lingering bearish
sentiment, which likely caught some defensively positioned managers off
guard.” To no surprise, stock-picking hedge fund strategies significantly
lagged the equity markets, as the Morningstar MSCI North America and
the Morningstar MSCI Europe Hedge Fund Indexes rose only 5% and
3.4%, respectively. Emerging markets hedge fund strategies,
represented by the Morningstar MSCI Emerging Markets Hedge Fund
Index, increased only 4.1% last month, even though emerging markets
stocks outperformed developed markets in October.
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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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