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Economic Update
Although this week was shorter due to the Thanksgiving Holiday, there
was no shortage of economic data releases. The National Association of
Realtors reported on Monday that the pending existing home sales index
declined 0.6% in October and and suggested that existing home sales
will likely remain weak throughout the end of the year. Higher mortgage
rates and rising home prices are key factors affecting real estate market.
Nevertheless, increases in housing permits and lumber orders indicate
that housing starts are likely to pick up in the following months.
Meanwhile, the Case-Shiller home price index, which measures home
prices in 20 major metro areas, grew 1% in September, bringing the
index up 13.3% over the past year.
Fewer employees applied for unemployment benefits last week,
demonstrating an ongoing improvement in the labor market. New
unemployment insurance claims declined 10,000 to 316,000 compared to
330,000 for consensus estimates. The less volatile, 4-week average
came in at 331,750, which is 7,500 less than the previous week and
roughly 15,000 lower than a month ago. Excluding seasonal factors,
unemployment claims have generally been on a clear declining path
since last November. The last month’s rise in claims was rather
transitory than a start of a negative trend, which should be encouraging
for the overall labor market and 4Q retail sales.
The Commerce Department reported that new orders for U.S. durable
goods dropped 2% last month. The transportation sector, led by civilian
and defense aircraft orders, accounted for almost all the decline in
October. Excluding a more volatile transportation sector, durable goods
orders hardly changed (down 0.1%) from the previous month. One
explanation for this weaker report is that a two-week government
shutdown last month temporarily affected business confidence. The
anticipated recovery in home construction is expected to boost demand
for big-ticket consumer purchases in the following months.

SEE IMPORTANT DISCLOSURES ON BACK PAGE.
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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U.S. Treasuries ended a sleepy week of trading modestly lower as
investors eschewed making big bets during a holiday shortened trading
week. The 10-year U.S. Treasury yield ended the week flat with shorter
duration bonds following suit and longer duration bonds ticking down
slightly. While the bond markets enjoyed a tranquil week, Treasury
yields remained elevated for the month and are poised for the first losing
month since August. October’s strong jobs report remains in the back of
investor’s minds as the November jobs report looms at the end of next
week. Investors are wary of being caught long Treasuries if the
November report surprises to the upside and prompts an early Federal
Reserve bond purchasing taper decision at their December meeting.
Potential changes to the Federal Reserve’s bond purchasing program
affected international bond markets in addition to investors domestically.
The ECB issued a warning to EU policy makers in their bi-annual report
Wednesday which highlighted the potential negative impact a change in
U.S. monetary policy could have on the EU financial markets. The report
expressed concern over bank and institutional investor exposure to fixed
income that stands to lose during a normalization of rates. Additional
concerns include the impact of currency and emerging market volatility
that has erupted since the Fed began hinting of a tapering in purchases
over the summer.
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The last trading day and week of November finished in positive territory
as we head into the final month of 2013. News of the deal with Iran that
will limit advancements in its nuclear program in exchange for easing
economic sanctions helped boost stocks Monday. On Tuesday, the
NASDAQ Composite Index closed about 4,000 for the first time in thirteen
years. The Dow Jones Industrial Average increased slightly, 0.X%,
closing at X for the holiday-shortened week. The broader S&P 500 Index
finished up X%, to X. The NASDAQ Index was the strongest of the three
major domestic indices, gaining X%, to finish at X. For the month of
November, the Dow advanced 2.8%, the S&P gained 4.5% and the
NASDAQ rose 3.9%.
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International markets were also positive for the week. The European
STOXX 600 Index increased 0.9%. Economic data out of Europe this
week point to the region’s continued slow economic recovery. The U.K.
confirmed that the economy grew 0.8% in the third quarter, driven by the
fastest rise in household spending in more than three years. On Friday,
Standard & Poor’s revised up its outlook on Spain’s debt to stable from
negative. For November, the STOXX index finished up 1.0%. In Asia, the
Nikkei Index increased 1.8% for the week, slipping slightly on Friday from
a six-year high. Japanese stocks increased 9.3% for the month. The
Shanghai Composite index rose 1.1% this week after the head of China’s
central bank assured the market of more financial reforms. These include
free deposit rates, a more flexible currency and permission to allow more
foreign institutions to invest in China’s domestic stock and bond markets.
The index finished up 3.7% for the month.
Despite some complaints that retailers are starting Black Friday sales on
Thanksgiving Day, WalMart and Target reported strong traffic in both the
stores and on-line. Earnings reports of note this week were Tiffany and
Hewlett Packard. Hewlett Packard reported better than expected revenue
as the company works to transition its portfolio to benefit from the shift to
cloud computing. Tiffany’s comps were particularly strong in the
Asia/Pacific region, helped by double-digit sales growth in China, while
the Americas region posted only a 1% comp gain.
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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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Gold prices were modestly higher on Friday morning but still headed for
a third straight monthly loss and close to breaking through the low of the
year set back in June. Gold’s allure as a safe haven continues to wane
as weekly U.S. jobless claims and leading economic indicators continue
to signal an improving economy prompting many analysts to continue to
forecast that the Federal Reserve will begin to taper asset purchases in
the coming months. “Gold prices continue to be dictated by U.S.
economic data and monetary policy,” said Lv Jie, an analyst at Cinda
Futures Co.. Silver prices also continue to follow gold lower and are
poised to finish down for the fifth week in a row and down over 9% for
month. Crude oil prices also dropped to their lowest levels in six months
on Wednesday after the U.S. Energy Administration reported an increase
in crude oil inventories for the 10th consecutive week. Prices were in a
modest rebound on Friday, but many analysts continue to expect further
downward pressure on oil prices. Analysts are also waiting for
comments from the Organization of Petroleum Exporting Countries
following next week’s semi-annual meeting in Geneva.
U.S Equity REITs are trading lower on Friday morning but are positive for
the week curbing month-to-date losses. After a strong month of returns
in October for the S&P U.S. REIT index, the index is down over 4% for
the month of November. The S&P Global REIT index Ex.-U.S. is also
down over 2.5% for the month of November after a positive finish in
October. Expectations of higher interest rates and the Federal Reserve
initiating tapering of asset purchases continues to weigh on the
performance of REITs as it did in the middle of 2013. REIT prices were
in a recovery since the sell-off in the middle of the year as there was
confusion surrounding the Federal Reserve’s policy and direction of
interest rates. With stronger economic data, the rate question is back in
focus with many investors concerned about real estate devaluation as
interest rates rise. Based on comments by David Totti, an analyst at
Cantor Fitzgerald, REIT sectors which may be less impacted by rising
rates are the short lease market, “apartments, self-storage, pockets of
health care—anything where there’s an ability to pass on any margin
pressure to the consumer in the context of pricing power.
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SEE IMPORTANT DISCLOSURES ON BACK PAGE.
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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Opinions herein are as of the publication date; they are not statements of facts and may include “forward-looking statements” which may or
may not be accurate over the long term. Report includes candid statements and observations regarding investment strategies, asset
allocation, individual securities, and economic and market conditions. Statements, opinions or forecasts not guaranteed; actual results could
differ materially. Do not place undue reliance on forward-looking statements. We disclaim any obligation to update or alter any forwardlooking statements.
MainStreet Advisors performance results reflect time-weighted rates of returns based upon MainStreet Advisors hypothetical model
strategies. Hypothetical 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 which utilize MainStreet Advisors
investment advisory 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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