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Economic Update
Initial jobless claims fell substantially last week to the second-lowest level
of the recovery. The data came in at 298,000 claims, a drop of 23,000
from the previous week, indicating continued improvement in the labor
market. Some outstanding factors, such as a late Thanksgiving holiday
and the reversal of skewed data during the government shutdown in
October, likely have some influence on these numbers, but the trend is
clearly downward. The unemployment rate dropped to 7.0%, the lowest
level in five years, but as has been the case during most of the recovery
this drop is partially due to a lower participation rate. Non-farm payrolls
did increase by 203,000, a very healthy report following net upward
revisions for the past two months. Overall this is a very positive jobs
report and it should bring the discussion of tapering back into focus for
the Fed.
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Third quarter GDP revisions were released this week with mixed signals.
Q3 numbers came in originally at 2.8% and were subsequently revised
up to 3.6% after a second quarter figure of 2.5%. The revised 3.6% was
significantly higher than analyst consensus of 3.1% but this was mostly
due to an upward revision in inventory growth estimates. Exports,
government purchases, consumer expenditures, and the other primary
elements of the number were not changed by more than a few tenths of a
percent. Overall demand is still sluggish and fourth quarter GDP will
partially depend on how those increased inventory figures will roll off.
Both the September and October new home sales reports came out this
week due to delays stemming from the government shutdown. New home
sales dropped 6.6% in September and the August rate was revised
downward as well, but October followed with a surprising 25.4% jump to
a 444,000 annual rate. Tight supply has been a major headwind for home
sales, as seen in September, and October’s surge of purchases will
tighten that supply further. Supplies fell from 6.4 months to 4.9, marking a
very tight market, but median prices dropped 4.5% to $245,800, which
could help new home sales going into 2014.

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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Reflecting continued concerns about stronger economic growth, U.S.
Treasuries finished the week lower amid a particularly volatile trading
session on Friday after the jobs report. The strong price swings at the
end of the week suggest investors are still undecided as to when the
Federal Reserve will begin to taper their bond buying program. At the
same time, market participants will need to factor into bond market
expectations the central bank’s short-term interest rate policy, which
should remain near zero for a long period according to Fed chairman
Bernanke.
Meanwhile, uncertainties in the muni markets waned as Illinois
lawmakers approved a reform of the state’s severely underfunded
pension system after months of negotiations. The plan aims to fully fund
the state’s $100 billion pension shortfall by 2044 while saving Illinois an
estimated $160 billion in interest payments over 30 years. Despite strong
opposition from organized labor, this is an important step toward placing
the state and its pension systems, among the worst funded in the country,
on a more stable financial footing. Unions will challenge the legislation,
arguing that government workers should not be punished for decades of
mismanagement and corruption by state officials. Without passage of the
bill, Illinois, already among the lowest rated states, faces further
downgrades.
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SEE IMPORTANT DISCLOSURES ON BACK PAGE. Source: Bloomberg, FTN Financial, The Wall Street Journal, U.S. Department of Treasury.
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As the stock market finished November in record territory, it began
December quite the opposite with four straight days of negative
performance. The domestic markets opened higher on Friday as
investors welcomed a better-than-anticipated jobs report for the month of
November. The U.S. economy generated 203,000 jobs in November and
the unemployment rate fell to 7.0% from 7.3%. The Dow Jones Industrial
Average closed Friday at 15,761.78, finishing the week lower by 0.94%.
The broader S&P 500 Index ended the week at 1,763.77, lower by 0.51%
on the week. The NASDAQ Composite finished lower by 0.07% and
closed the week out at 3,919.23.
The international markets are coming off five straight days in negative
territory only to surprise to the upside Friday after the jobs report was
announced in the United States. The STOXX Europe 600 index finished
Friday up 0.7%, yet finished lower by 2.7% on the week. The Asian
markets followed suit finishing the week lower. The Nikkei average
propelled higher by 9.3% in the month of November only to give some of
those gains back to start December having finished the week lower by
2.3%.
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16,086.41

16,020.20

-0.41%

S&P 500

1,805.81

1,805.09

-0.04%

NASDAQ

4,059.89

4,062.52

0.06%

840.93

840.34

-0.07%

Dow Jones

Russell 1000 Growth
S&P MidCap 400

1304.18

1,309.68

0.42%

Russell 2000

1142.66

1,131.38

-0.99%

MSCI EAFE

1,888.51

1,836.93

-2.73%

201.25

197.61

-1.81%

MSCI Small Cap
SEE IMPORTANT DISCLOSURES ON BACK PAGE.

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
Crude gained this week as positive U.S. economic data hinted towards a
resurgence of demand for oil in the world’s largest consumer. Traders
noted that gains could have been even higher this week, but there was
concern over whether the positive data would prompt the Federal
Reserve to start curbing its monthly bond-buying program, which could
reduce support for riskier assets such as commodities. The U.S. Energy
Information Administration (EIA) also announced this week that crude
inventories fell by 5.6 million barrels in the week to November 29, cutting
around one-sixth of the 36 million barrels that had built up over the
previous 10 weeks. Domestic crude oil production dipped slightly last
week, but managed to hold above 8 million barrels per day. Elsewhere,
the Organization of the Petroleum Exporting Countries (OPEC) agreed
this week to keep its production target unchanged at 30 million barrels
per day for the first half of 2014. Iran, which recently struck an interim
nuclear treaty easing sanctions with the United States and other world
powers, warned that it would increase production as quickly as possible
once sanctions were lifted and would ignore OPEC restrictions. Bijan
Namdar Zanganeh, the oil minister of Iran, said that after sanctions were
lifted it would raise production from 2.7 million barrels a day to Iran’s
former level of 4 million barrels a day. Iran is unlikely to be able to
increase exports much over the next six months, and most experts think
that rebuilding the Iranian oil industry will be a lengthy process.
Gold, however, dropped this week on the improving U.S. economic data,
thanks to raised fears of an early end to monetary stimulus. The precious
metal attempted to escape from the red on Friday after the U.S.
unemployment rate dropped to a five year low, but was unsuccessful.
Gold traders have been fixed on U.S. employment data for insight into
the likely path of U.S. monetary policy. The Fed's $85 billion-per-month
bond purchasing program had prompted many investors to buy gold as a
hedge against risks such as high inflation or a weaker dollar. Central
bank officials have stated that a stronger labor market is a necessary
precursor to winding down the stimulus measures.
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1
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Change

-6.0%

1,251.35

1,228.28

-1.84%

93.33

97.69

4.67%

-8.0%

320.50

323.95

1.08%

Gold
Crude Oil Futures
Copper
Sugar

17.16

16.59

-3.32%

HFRX Equal Wtd. Strat. Index

1,188.35

1,186.39

-0.16%

HFRX Equity Hedge Index

1,147.54

1,142.46

-0.44%

HFRX Equity Market Neutral

949.60

950.73

0.12%

HFRX Event Driven

1,567.87

1,562.30

-0.36%

HFRX Merger Arbitrage

1,563.97

1,566.27

0.15%

Dow Jones UBS Commodity Index

124.26

125.38

0.90%

FTSE/NAREIT All REIT

157.65

155.66

-1.26%

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 forward-looking
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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