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Economic Update
The U.S. labor market showed good improvement in February with
236,000 jobs added during the month. This number is well above
expectations of 165,000 and much stronger than January’s revised
growth of 119,000. The private sector continues to be the sole source of
hiring, while governments cut another 10,000 from the payrolls. The
household survey showed the unemployment rate fell to 7.7% from 7.9%
last month – the lowest level in over four years. The decrease in the
unemployment rate was in part due to more people getting jobs, but was
also the result of 130,000 people leaving the work force bringing the
participation rate back down to a 31-year low of 63.5%. This was not as
great of a report as the headline would indicate, but it was still a good
report that shows hiring is picking up a little steam. Meanwhile initial
jobless claims for the week ended March 2 declined 7,000 to 340,000.
While this is not the lowest weekly level recently, it does appear the
numbers have shifted into a lower range with the four-week down 7,000
to a recovery low of 348,750. Continuing claims also hit a recovery low of
3.122 million.
The U.S. trade balance widened a little more than expected in January.
The deficit increased from $38.1 billion to $44.4 billion, $1.4 billion over
consensus estimates. Exports declined 1.2% while imports rebounded
1.8%. The worsening of the trade gap was almost entirely attributed to
the petroleum deficit which increased $5.7 billion during the month. The
increase in the deficit will be a drag on first quarter GDP, but expectations
are still for much improved growth over the weak fourth quarter.
The manufacturing portion of the economy saw new orders for factory
goods fall 2.0% in January after rising 1.3% in December. Aircraft orders
typically skew the headline numbers sharply from month-to-month,
though, and if those are stripped out orders were actually up 1.3%.
Meanwhile, the much larger service side of the economy is growing
strong and in our opinion it looks like it will continue to do so. The ISM’s
non-manufacturing index rose nearly a full point to 56.0 indicating the
pace of growth is accelerating. Looking at the components of the report
we see new orders were up sharply and hiring continues to expand at a
good clip, which we see as a good sign for the economy.

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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Undermining demand for safe-haven assets, a better than expected jobs
report on Friday added to earlier selling pressures, with U.S. Treasuries
finishing considerably lower for the week and yields climbing to their
highest levels in 11 months. Although recent data reports suggest an
improving economic landscape, most strategists feel the Fed will continue
its $85 billion per month bond purchase program in an effort to hold down
borrowing costs and encourage growth. However, the central bank may
curtail its stimulus program earlier than its scheduled termination in
January 2014 should improving trends in economic growth continue.
Separately, we feel municipal bonds represent one of the few attractive
sectors in the fixed income markets today. While the basic tenet of
supply and demand affects all financial markets to some degree, it is
particularly influential in the municipal bond market, as supply can
become uneven and demand relies on a relatively narrow band of buyers.
From a supply perspective, tight municipality budgets combined with
onerous pension and health care obligations have led to a low level of
new supply coming to the market, despite historically low interest rates.
At the same time, demand remains robust, particularly from retail
investors who typically hold securities for long periods, which reduces
volatility. Despite the short-term effects the U.S. government’s
sequestration may bring to the market, we feel current supply/demand
metrics will favorably influence the muni space over the course of at least
the next year. For investors seeking tax-free income, we continue to
recommend municipals given their attractive risk/return characteristics.
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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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The equity markets continue to make records this week. After the stellar
jobs report showing 236,000 jobs added and an unemployment rate
falling to 7.7% from 7.9% the markets rallied Friday capping off the
second best week of 2013 for the equity markets. The Dow Jones
Industrial Average closed at 14,397.07, finishing at another all-time high.
The broader S&P 500 Index ended the week higher to close at 1,551.18,
while the NASDAQ Composite finished higher and closed the week out at
3,244.37.
The Federal Reserve announced the results of its annual stress test of
the 18 largest banks in the United States. The estimates show that if the
country were to enter into another recession the estimated losses by the
largest 18 banks could top $462 Billion. This put pressure on banks such
as JP Morgan (JPM), Morgan Stanley (MS) and Goldman Sachs (GS)
who came in at the bottom of the list, each finishing the day in negative
territory. Citigroup (C), which has been struggling since the financial
crisis, was deemed the most prepared to weather another recession. For
the day, Citigroup was up 3.71% to finish the day at $46.67/share.
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The social media stocks received a boost Friday after Pandora (P)
announced earnings after the close on Thursday that exceeded analysts’
expectations. The company cited an increase in billing of 59%, but more
importantly was able to manage through the rise in content acquisition
costs. The stock surged 20% during after hours trading only to fall back
slightly on Friday as the CEO announced his plans to step down from the
company. Joe Kennedy had been CEO of Pandora since 2004 and has
grown the company to a subscriber base of 67 million listeners. Shares
of the company finished high by 17% on Friday and closed the week at
$13.79/share.
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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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Crude oil pared some of its losses on Friday after a better-than-expected
report on the U.S. labor market, though a surging dollar kept prices in
check. For the week, crude gained 0.95% to close at $91.82 a barrel.
This data is closely watched in the oil market as the health of the job
market in the U.S., the world’s biggest oil consumer, is closely correlated
with crude oil demand. The Labor Department announced this week that
employers added 236,000 jobs in February, far more than the 160,000
forecasted by economists. Despite this, oil futures failed to breach
positive territory following the report after the payrolls data sent investors
gobbling up another asset, the dollar. As is the trend, a stronger dollar
typically weighs on oil prices because it makes the dollar-denominated
commodity more expensive for holders of other currencies. According to
the Wall Street Journal, the ICE Dollar Index, which tracks the greenback
against a basket of currencies, shot to its highest level since early
August, recently rising 0.9% to 82.804. Many analysts said these gains
contributed to keeping oil in check, at least in the short term.
Gold defied the common price pressures from a higher dollar and posted
strong returns on Friday. This, coupled with the stronger-than-expected
U.S. jobs growth, left some analysts believing that the metal’s
perseverance was a sign of positive change in sentiment after a
lackluster week and monthly declines. Analysts believe the market
interpreted Friday’s jobs data as being bearish for the metal, and it
initially sold off as expected. However, the downturn failed to gain
momentum, which many view as an indication that the selling has been
exhausted. Also announced this week, gold imports by China from Hong
Kong fell for the first time in four months in January after a surge in
purchases in the previous months to meet Lunar New Year demand,
leading investors to curb buying on falling prices.

Weekly Change

1.2%
1.0%
0.8%
0.6%
0.4%
0.2%
0.0%
DJ UBS Index

NAREIT

HFRX Equal Wtd Index

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

Year to Date Change

10.0%
8.0%
6.0%
4.0%

Previous Week

Current1

Change

1,575.95

1,578.28

0.15%

90.96

91.82

0.95%

Copper

351.30

351.40

0.03%

Sugar

17.91

18.75

4.69%

HFRX Equal Wtd. Strat. Index

1,146.75

1,150.73

0.35%

HFRX Equity Hedge Index

1,087.33

1,096.75

0.87%

Issue
Gold
Crude Oil Futures

HFRX Equity Market Neutral

941.33

939.16

-0.23%

HFRX Event Driven

1,438.18

1,448.15

0.69%

HFRX Merger Arbitrage

1,515.51

1,515.74

0.02%

Dow Jones UBS Commodity Index

135.77

137.25

1.10%

FTSE/NAREIT All REIT

166.49

168.35

1.12%

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 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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