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Economic Update
There were more concerns over China’s slowing economy this week as
manufacturing in the country weakened in March. The purchasing
manager’s index fell to 48.1 from the prior month’s reading of 49.6,
according to HSBC. Any reading below 50 indicates contraction. "With
new export orders sluggish and domestic demand still softening, China's
slowdown has yet to finish," wrote HSBC China economist Xiaoping Ma in
the report.
The job market continued to show strength as the number of Americans
filing for first-time unemployment benefits fell to a four year low. Initial
jobless claims were down 5,000 to 348,000 for the week ended March 17,
according to the Labor Department. The four-week average is now down
to 355,000. This is a level considered normal for a healthy job market
and is a significant improvement from the peak levels of over 600,000
during the recession.
There was a bevy of mixed data released this week on the condition of
the U.S. housing market. The NAHB housing market index edged down a
point to 28. Any reading below 50 indicates poor conditions but this is still
a significant improvement from the January 2009 all-time low of 8.
Housing starts slipped 1.1% in February but the prior month was revised
up to a 3.7% gain, according to the Census Bureau. Strength for the
month was in the multifamily component which jumped 21.1% as singlefamily starts fell 9.9%. Permits were moderately stronger up 5.1%.
Sales of existing homes were down 0.9% in February, but that was
compared to a January figure that was revised sharply higher to a 5.7%
gain. The report from the National Association of Realtors also showed
prices firmed during the month, up 1.3% after a steep 4.7% drop in
January. The median price for an existing home now stands at $156,600.
Meanwhile the Census Bureau reported new home sales fell 1.6% in
February. There was some good news in the report though as median
prices for new homes surged 8.3% to $233,700 – the highest level since
June.

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
Reversing a recent downtrend, U.S. Treasuries finished the week higher
as investors once again sought the relative safety of government bonds.
Yields on the thirty-year bond fell below their technically important 200day moving average, with some analysts suggesting this month’s sell-off
may be drawing to a close. Barclays reiterated their forecast for a 2%
yield on the 10-year note, noting the market has been “too aggressive” in
expecting the Fed to increase rates in 2013 instead of its 2014 guidance.
Renewed anxieties concerning Europe‘s credit crisis and the toll it has
taken on the region’s economy was the primary driver of the flight-tosafety trade after a weaker than expected purchasing manager’s index
report showed business activity slowed considerably for the month.
Although market participants refocused on the slowdown in Europe, many
analysts feel the U.S’s own economic health will be a significant driver of
demand going forward. Investors are particularly interested in how the
Fed will interpret upcoming economic data and how it will affect future
monetary stimulus. However, views among the central bank’s policy
makers are varied, with St. Louis regional president James Bullard
commenting that recent loose monetary policy will lead to a spike in
inflation, while Chicago president Charles Evans called for an even
stronger commitment to keep short-term interest rates low.
Issue
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The stock market oscillated between positive and negative territory on
Friday, and although it finished in the black, this was the worst week for
equities since mid-December. The Dow Jones Industrial Average closed
at 13,080.73, down 152 points for the week, or down 1.15%. The broader
S&P 500 Index ended the week down 0.50% to close at 1,397.11, while
the NASDAQ Composite finished higher by 13 points, or up 0.41% to
close the week out at 3,067.92.
The European and Asian markets followed the U.S. markets lower for the
week with the European index losing over 2% since last Friday, the Hong
Kong Index down 3% and Japan trading lower for the week by 2%. Much
of the news that drove the market this week was the eurozone purchasing
managers index (PMI) falling unexpectedly as new factory orders fell to a
four month low. The European banking sector took the largest hit on
concerns about the eurozone recovery. The news was similar coming out
of China as their manufacturing numbers suggested the world economy is
slowing.
The housing data along with the manufacturing data out of both Europe
and China pushed the U.S. markets into the red for the week. Housing is
a key component of the U.S. economy, and the Commerce Department
stated Friday new homes sales fell 1.6% for the month of February. Also,
KB homes, the fifth largest home builder in the U.S., announced earnings
before the open on Friday reporting a bigger than expected loss. The
shares opened down over 15% and recovered throughout the day to
close at $10.45 or down 8.45% from the prior day.
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Crude oil surged almost $3 a barrel on Friday after it was reported that
Iranian oil exports dropped by nearly 300,000 barrels a day this month
because of tighter sanctions. This 14% drop in exports is the first
sizeable decrease in oil shipments from the Organization of the
Petroleum Exporting Countries (OPEC) producer since the European
Union announced plans to embargo Iran’s crude come July. Some oil
industry officials say Saudi Arabia is increasing shipments to
compensate for lower Iranian supplies and to lower prices, which may
lead to Saudi output climbing above 10 million barrels per day.
Saudi Arabia stated this week that its March output was around 9.9
million barrels per day, its highest in decades. This news was not enough
to bring crude out of the red for the week though, as it dropped 0.4% to
close at $106.87 a barrel. The oil industry also laid out a set of proposals
it believes will instantly lower gasoline prices. The proposals call for more
domestic oil production, fewer environmental regulations and for not
raising taxes on the industry. However, many analysts claim these ideas
will do little in terms of lowering prices at the pump in the near future.
Like crude, gold settled higher on Friday amid worries regarding Iran
exports. Many analysts claim that the tighter oil gets the more likely a
conflict is to erupt, which is when safe haven investments become most
appealing. A report from the Wall Street Journal noted that gold prices
tend to swell during periods of rising geopolitical tensions as investors
seek out “low-risk investment options that will keep their value in the face
of uncertainty.” Along with the turmoil in the Middle East, a weaker dollar
also added to gold’s performance this week, up 0.2%, settling at
$1,662.50 an ounce. After January's gain of more than 11%, bullion has
fallen steadily in the past seven weeks, although still shows a gain of
nearly 5% on the year.
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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 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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