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Economic Update

The U.S. economy grew slightly faster in the second quarter than
originally reported as exports were stronger and consumer spending o
grew more than initially thought. The first revision showed GDP growth of Economic Indicators, Quarterly Change
1.7% from April to June, up from the 1.5% figure first reported and in line
with expectations. The upward revision was nice and shows the recovery 12.0%
continues, but the economy is still not growing fast enough to put a
meaningful dent in our nation’s unemployment numbers. 10.0%
The housing market may help boost economic growth in the second half 8.0%
of the year as recent data continues to indicate improvement in that 6.0%
market. The Case-Shiller 20-City Home Price index rose for the fifth time
inarow, up 0.9% in June. The year-over-year growth rate came in up 4.0%
0.5% - the first positive reading in nearly two years. With prices
improving and mortgage rates near 40-year lows, the housing market 2.0% I I I
looks poised for a revival. 0.0%
Personal income and consumer spending were up 0.3% and 0.4%, 2.0%
respectively, for the month of July, indicating the consumer’s condition is Q11 Q311 Q411 Q112
improving. Despite this trend, the Conference Board's consumer
confidence index was down almost 5 points this month to 60.6 as Real GOP  CPI (vearaver Ve  Unemployment Rate
pessimism grew about the outlook for future conditions.
Source: Bureau of Economic Analysis, Bureau of Labor Statistics
The week ended with Ben Bernanke’s much anticipated speech from

Jackson Hole, Wyoming. The Federal Reserve Chairman hinted at

further eazintg saying "tl&e (Ij:(tederal Retservet will provide additional policy ; Aug. 28" 1CSC-Goldman Same Store Sales, WKly. Chg. 0.5%
accommodation as needed to promote a stronger economic recovery an . .
sustained improvement in Iabor; market conditigns in a context of pri():le Aug. 28" S&PI Case-Shlllgr 20-city Index, June Monthly Chg. 0.9%
stability." He furthered his case by saying the economy "is obviously far Aug. 28" Consumer Confidence Index, August 60.6
from satisfactory," and the “stagnation of the labor market in particular is Aug. 28" State Street Investor Confidence Index, August 90.9
a grave concern not only because of the enormous suffering and waste of Aug. 29" MBA Purchase Applications Index, WKly. Chg. 1.0%
human talent it er)tails, but also because persistently high levels of Aug. 20" Real GDP, Q2p Quarterly Change SAAR 1.7%
Iunemployment will Yyreak structural damage on our economy that could Aug. 20" GDP Price Index, Q2p Quarterly Change SAAR 16%
ast for many years.” Regardless of whether or not it is wanted or " .
needed, additional stimulus appears likely. Aug. 29" Pending Home Sales, Aug Monthly Chg. 2.4%
Aug. 29" EIA Petroleum Status Report, WKly. Chg. 3.8M Barrels
Aug. 30" Initial Jobless Claims (week ending 8/31) 374,000
Aug. 30" Personal Income, Aug Monthly Chg. 0.3%
Aug. 30" Consumer Spending, Aug Monthly Chg. 0.4%
Aug. 30" Core PCE Price Index, Aug Monthly Chg. 0.0%
Aug. 31* Chicago PMI Business Barometer Index, August 53.0

Source: Bureau of Economic Analysis, U.S. Department of Commerce, Federal Reserve Banks, U.S. Department of st .
Labor, U.S. Department of Commerce, The Conference Board, the National Association of Realtors, the National Aug. 31 Consumer Sentiment Index, August 74.3

Association of Home Builders, the European Central Bank. Aug. 3lst Factory Orders, Aug Monthly Chg. 2.8%



)

MainStreet Advisors s August 31, 201
Financial Market Update [page 2]

Bond Market Update

U.S. Treasury bonds were little changed through the week as investors
feared making big bets ahead of possible central bank action in the U.S.
and Europe. The much anticipated speech by Federal Reserve
Chairman Ben Bernanke failed to offer any material information regarding 4.0%
what or when further actions may be taken by the Central Bank. Fixed
income investors were left to continue investment themes that have
worked over the summer, principally spread products. High yield and 3.0%
municipal bonds were notable advancers for the week.

Yield Curves

Like the U.S., investors in Europe anxiously awaited further clarity 2.0%
regarding the prospect of ECB direct purchases of sovereign debt. The
concept, which is being pushed by ECB Chairman Mario Draghi, is short
on details, but investors bid Spanish and Italian debt in anticipation of the
ECB capping interest rates for those nations. The drop in Spanish yields
was especially surprising considering ECB data continues to show
Spanish banks selling their holdings of Spanish national debt to meet
outflows of deposits.

1.0%

0.0%
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e J.S. Treasury Muni (Tax Equiv.)*

Source: U.S. Department of Treasury, Standard & Poor's, FTN Financial
*Taxable Equivalent rate is calculated by using a 35% tax margin

Issue 8.24.12 8.31.12 Change
3 month T-Bill 0.10% 0.10% 0.00%
2-Year Treasury 0.28% 0.27%  -0.01%
5-Year Treasury 0.72% 0.66%  -0.06%
10-Year Treasury 1.68% 1.63%  -0.05%
30-Year Treasury 2.79% 2.75%  -0.04%

Source: Bloomberg, FTN Financial, The Wall Street Journal, U.S. Department of Treasury.

U.S. Investment Grade Corporate Bond Spreads (BBB-A), in bps U.S. Investment Grade Corporate Bond Yields (BBB-A)
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Stock Market Update

The equity markets finished a quiet week by rallying Friday on light
volume following Federal Reserve Chairman Ben Bernanke’s comments Weekly Change
from the retreat held in Jackson Hole, Wyoming. The Dow Jones 0.6%
Industrial Average closed at 13,090.84, down 67 points for the week. '
The broader S&P 500 Index ended the week down 0.32% to close at 0.4%
1,406.57, while the NASDAQ Composite finished lower by 3 points, or 0.2% -
down 0.09% to close the week out at 3,066.96. 0.0% .
The U.S. stock market moved higher Friday as Bernanke reiterated the 0.2%
central bank will do everything in their power to further bolster the -0.4%
economy. He did not lay out a plan nor did he pre-commit to further -0.6%
quantitative easing, but he did leave the door open. Bernanke also -0.8%
defended the previous stimulus measures, saying they created over two
million jobs and helped support stock prices. L0%
-1.2%
The European markets held their gains Friday after the speech, and, 1.4%
more importantly, reports surfaced that the European Commission will 6%
hand over power of the euro-area banking sector to the European Central
Bank (ECB). The ECB is expected to meet next week; many expect a Large Cap m i Cap uSmal Cap mint
plan to be laid out for the stabilization and capitalization of the banking
SyStem' Source: Standard & Poor's, Russell Investment Company, MSCI

The Facebook watch continued as the stock was down over 5% for the
week after numerous downgrades by analysts. The major issue facing
Facebook is the expiration of the post-IPO lockup period. 271 million
shares were released in August and an additional 1.3 billion will become
available in November, further increasing the float and causing downward
pressure on the stock. The stock ended the week at its lowest price
since the IPO closing at $18.08.

Year to Date Change

14.0%
12.0%

10.0%

8.0%
Issue 8.24.12 8.31.12 Change 6.0%

Dow Jones 13,157.97 13,00084  -0.51%

S&P 500 141113 1,40657  -0.32% 0%

NASDAQ 3069.79  3,066.96  -0.09% 0%

Russell 1000 Growth 659.59 657.92  -0.25%

S&P MidCap 400 970.16 97156  0.14% 0.0%

Russell 2000 809.19 81201  0.35%

MSCI EAFE 148479 146396  -1.40% e mace memalcep =
MSCI Small Cap 974.09 944.39 -0.60% Source: Standard & Poor's, Russell Investment Company, MSCI

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, Wolfe Trahan.
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Alternative Investments Market Update

Gold jumped Monday then fell through the week before rebounding
nearly 2% on Friday in anticipation of the Jackson Hole summit. Gold Weekly Change
prices may be greatly affected by Ben Bernanke’s announcement
concerning the likelihood of another round of quantitative easing by the
Fed. Prices rose with the expectation that action would be taken, either
easing or printing more money to buy bonds, but prices could correct 1.0%
with news of delayed Fed action. Gold hit a nearly five-month high on
Monday of $1676.45 per ounce on expectations of a positive Fed

1.2%

0,
announcement. Gold prices doubled in 2008 when the first round of 0.8%
Quantitative Easing was announced, as lower rates
essentially translates into lesser opportunity costs of holding gold. 0.6%
Energy analysts noted Hurricane Issac had little effect on U.S. oil 0.4%

production; rigs that were shut down will resume over the next few days.
Although gasoline prices did jump as a result of southern refineries
halting production, analysts expect this to turn around after the Labor 0.2%
Day weekend as production resumes.
. L 0.0% —
Data was released this week by the Building Owners and Managers
Association indicating office sector rents rose in 2011, a sign of growing
confidence of corporate earnings potential. This provides the opportunity
for increased income for commercial REITS, a significant positive
turnaround from the past few years with owners keeping rents low to
retain tenants. Additionally, a recent analysis of commercial real estate
loans found that in the second quarter of 2012 bank default rates saw the
largest drop since 2008, a major sign of recovery. Chandan Economics

DJ UBS Index ENAREIT WHFRX Equal Wtd Index

Source: Dow Jones, National Association of Real Estate Investment Trusts, Hedge Fund Research

president Sam Chandan notes increased bank lending and the gradual
drawdown of lower quality loans are the primary reasons for this number. Vear o Date Change

16.0%

14.0%

12.0%

10.0%

8.0%
6.0%

Issue Previous Week Current’ Change
Gold 167190 169480  137% 0%
Crude Oil Futures 95.90 9444  -152% 2.0%
Copper 348.90 34555  -0.96% -
Sugar 19.58 1978 1.02% 0.0%
HFRX Equal Wtd. Strat. Index 1,117.08 1,117.53 0.04% DJ UBS Index = NAREIT  HFRX Equal Wid Index
HFRX EqUIty Hedge Index 1,026.02 1,025.59 -0.04% Source: Dow Jones, National Association of Real Estate Investment Trusts, Hedge Fund Research
HFRX Equity Market Neutral 930.21 929.47  -0.08%
HFRX Event Driven 1,358.87 1,351.62 -0.53%
HFRX Merger Arbitrage 1,506.76 1,509.65 0.19%
Dow Jones UBS Commodity Index 145.36 146.03 0.46%
FTSE/NAREIT All REIT 157.01 158.59 1.01%

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 Il is available upon request.

120 North LaSalle Street, 37th Floor
Chicago, lllinois 60602
312.223.0270 direct

312.223.0276 fax
www.mainstreetadv.com



