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Economic Update
The number of Americans filing for first-time unemployment benefits fell
to another recovery low for the week ended January 19. Initial claims
were down 5,000 to 330,000 and the four-week average now at 351,750
is near a five-year low. Continuing claims are at a four-and-a-half year
low after falling 71,000 to 3.157 million. Weekly data can be noisy, but
the trend appears to indicate the job market is improving at a faster rate.
Initial jobless claims are one of the ten components of the Conference
Board’s Leading Economic Index for the U.S., which rose 0.5% in
December.
Things were also looking good on the job front for the Brits as U.K.
unemployment claims fell to a one-and-a-half year low. The improvement
in the labor market may indicate that the flat-lining economy across the
pond could start to see growth once again this year. Unfortunately U.K.
GDP numbers released on Friday showed the economy contracted by
0.3% in the 4th quarter of 2012, which could be attributed to the inflated
figures from Olympic effects earlier in the year. Meanwhile Prime Minister
David Cameron pledged to put the question of leaving the European
Union to voter referendum by the end of 2017. Cameron claims he wants
to remain in the EU, but plans to negotiate the return of some powers to
the U.K.
Sales of existing homes fell 1.0% in December to an annual rate of 4.94
million. NAR chief economist Lawrence Yun attributed the weakness is
sales to tight supply and restrictive lending standards. The limited
inventory seems to be supporting prices with the median up 0.8% for the
month and 11.5% on the year. An even more extreme drop was seen in
the new homes sales numbers, which fell over 7% to an annual rate of
369,000. A massive 9.3% upward revision in November numbers can
account for much of this lagging December figure, but sales are still
under pressure as new homes continue to be in short supply.
The House passed the "No Budget, No Pay Act" on Wednesday. The
Republican bill would allow the Treasury to borrow new money until midMay, while requiring both chambers of Congress to pass a budget
resolution or have their pay withheld until they do. Most members of
Congress don’t live paycheck-to-paycheck, though, so despite delaying
the debt ceiling this is really nothing more than a political gimmick.

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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Losing their safe-haven appeal, U.S. Treasuries fell for the week, with
ten-year yields climbing near their highest levels since April 2012. Signs
the eurozone is healing from its sovereign debt crisis sparked the sell-off.
Reports this week showed a higher than forecast gauge of business
confidence in Germany and larger than expected repayments of loans
from the Longer-Term Refinancing Operations (LTRO) by eurozone
banks. Reflecting this improvement, once beleaguered sovereign debt
markets in Greece, Ireland, Spain and Italy have rallied sharply over the
past six months. In particular, interest rates on Spanish 10-year
government bonds fell below 5% for the first time in over one year. Other
measures also show improvement; institutional investors such as pension
funds and insurers are now returning to these markets given that Spanish
and Italian government bonds still offer juicy yields relative to other
sectors, even when adjusted for default risk. At the same time, however,
the bond bulls point out that although the risks of a break up in the
eurozone have diminished, the region has yet to find a permanent
solution to the crisis, and austerity measures designed to shrink deficits
continue to slow economic growth. More fundamentally, they feel the fall
in yields may blunt the incentive for politicians to make tough decisions
on reforms going forward.
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The equity markets continued their recent advance on Friday and finished
the week at new five year highs. Markets advanced for the fourth
consecutive week. The Dow Jones Industrial Average closed at
13,642.09, down 8 points for the week, or down 0.06%. The broader
S&P 500 Index ended the week down 0.20% to close at 1,483.05, while
the NASDAQ Composite finished lower by 10 points, or down 0.32% to
close the week out at 3,124.80.
Investors reacted positively to better than expected earnings reports and
some positive domestic economic data reports. The U.S. Labor
department reported that initial unemployment claims came in at 330,000
for the week ending January 19, the lowest level seen since January
2008. The Conference Board’s Leading Indicator Index rose 0.5% in
December, the strongest reading since September. These signs of
recovery also reassured global investors and drove weekly gains for most
European and Asian markets.
In a busy week of earnings, we have seen several large companies such
as Google (GOOG), IBM (IBM), McDonalds (MCD), 3M (MMM) and
Procter & Gamble (PG) post results ahead of expectations, providing
investors with positive outlooks for 2013. Shares of Apple (AAPL)
continued to move lower as investors reacted to the company’s earnings
report and disappointing guidance. Apple’s large weight in the NASDAQ
Composite has caused the index to lag the other major U.S. indices on a
year-to-date basis. Mid-day on Friday also saw Apple’s total market
capitalization fall below that of Exxon, marking the loss of its top spot as
the world’s most valuable company in terms of market capitalization. For
the full year 2013, earnings for the S&P 500 are expected to increase
around 14% over 2012.
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Gold prices continued their retreat on Friday as investors moved money
into better performing assets, namely equities, thanks to gold's failure to
rise above $1,700 an ounce in recent days. The metal captured its
biggest weekly loss in five weeks as an improving global economic
outlook sent the precious metal below expectations. Stronger U.S.
equities posed a threat to the metal by luring investor money away from
the gold market. Gold struggled to find traction this week as the
contract's repeated attempts to breach above the $1,700 level came up
short. Gold bullion fell below its 200-day moving average, which it had
held for the most part in the last five months. Many analysts point to next
week’s Federal Reserve policy meeting and U.S. employment data as
key factors in setting the tone for the gold market. Analysts believe if the
unemployment number comes in better than expected, or even at
expectation, it will put pressure on the safe-haven metal. For the week,
gold lost 1.55%, settling at $1,658.65 an ounce.
Oil traders sold crude to book profits on Friday after strong data from
some of the major economies increased optimism about the state of the
global economy while also reinforcing gains from earlier in the week.
Although U.S. crude slipped in price on Friday, oil ended the week up
0.71% posting its seventh straight weekly price increase, the longest
such streak since early 2009. Gasoline was the biggest daily gainer
Friday, up 0.54%, while heating oil declined despite cold weather hitting
the Northeastern U.S., a major consuming region for heating oil. Data
released this week revealed lower-than-expected domestic gasoline
stocks, which could be supporting prices. Crude oil traders were also
keeping a watchful eye on the Seaway crude oil pipeline after it was
forced to curtail deliveries to its Gulf Coast terminal this week. The move
would potentially reduce flows out of the delivery point for WTI crude oil
futures at Cushing, Oklahoma. U.S. crude stock rose 3.2 million barrels
last week, according to the American Petroleum Institute (API). API also
announced this week that crude stocks fell 463,000 barrels at Cushing,
the delivery point for the New York Mercantile Exchange’s oil contracts.
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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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