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Economic Update
The Minutes from the last FOMC meeting were accidentally released one
day early to 154 individuals, including employees at some of the world’s
largest banks. Oops. They chalked it up to human error and then
released the minutes to the broader public earlier than scheduled, but still
the following day. There was very little new information about Fed Policy
in the release, but the main takeaway was the doves were still firmly in
control and the central bank will continue buying $85 billion in assets per
month for the time being. Fed economists gave a generally favorable
evaluation of U.S. economic data releases, but this was before the
disappointing March employment report that will likely keep the hawks at
bay for now.
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The number of Americans filing for first-time unemployment benefits
plunged 42,000 to 346,000 for the week ended April 6. The report comes
on the heels of a 31,000 spike in claims last week and the
aforementioned soft employment report, alleviating some concerns about
the job market. However, the four-week average is at 358,000, its
highest level since February, so the trend is still of concern.
Retail sales declined 0.4% in March, below the consensus of no change.
Year-over-year sales are up 2.8%. Last month’s decline was primarily
due to gas prices, department stores and autos. The service industry
sector showed gains for the month. This modest drop is of minor
importance in the overall economic picture as year-over-year numbers
are strong. Analysts believe an early Easter was to blame for the small
drop and consumer spending is still on pace to increase at an annual rate
of nearly 3%.
The Producer Price Index number came in significantly under analyst
expectations at -0.6%, versus the consensus of 0.7%. This can almost
entirely be attributed to a drop in gasoline prices as the core number,
which excludes food and energy, gained 0.2% in March. Energy dropped
3.4%, with gasoline falling nearly 7% after an equally large rise in
February. The year-over-year price change eased down to 1.1% in March
from 1.8% in February as the core year-over-year rate stayed steady at
1.7%.

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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After losses earlier in the week, U.S. Treasuries finished mostly
unchanged with a rally on Friday driven by separate reports showing
measures of wholesale prices and consumer sentiment fell more than
was forecast. On Monday, Fed Chairman Bernanke said economic
conditions “are clearly still far from where we would all like them to be,”
fueling speculation the central bank will not scale back its bond purchase
program anytime soon. Given these developments, bond fund managers
have increased duration relative to their respective benchmarks to levels
not seen in over four years, according to a survey by Stone & McCarthy
Research Associates.
Meanwhile, despite a recent rally in high yield bonds, the strength of the
new issue market along with the historically low level of yields have
raised questions as to whether investors are abandoning disciplined
fundamental analysis as they seek out yield. According to strategists, the
yields offered in this sector may no longer compensate investors for the
risks involved. In an effort to reduce these risks, many investors have
transitioned to short-term high yield funds. PIMCO’s 0-5 Year High Yield
Corporate Bond Index ETF (HYS), which has amassed $1.2 billion since
its June 2011 inception, recently reported $204.1 of inflows in one day,
according to Bloomberg. On that same day, the SPDR Barclays High
Yield Bond ETF (JNK), a longer-term high yield platform, recorded its
second-largest daily redemption since its inception more than five years
ago. Our recommendation to transition to short-duration mutual funds
and ETFs in January remains in effect.
Issue
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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 stock market pulled back on Friday, but only after hitting another all
time high for the week ending April 12. All three indices finished the
week higher by 2%. The Dow Jones Industrial Average closed at
14,865.06, finishing the week up 2.06%. The broader S&P 500 Index
ended the week at 1,588.85, while the NASDAQ Composite finished
higher and closed the week out at 3,294.95.
Alcoa kicked off the earnings season at the close on Monday, but much
of the anticipation for the week centered around the earnings of JP
Morgan (JPM) and Wells Fargo (WFC) which were announced before the
open on Friday. JP Morgan reported revenue that topped analysts’
forecasts, but missed slightly on revenue. Wells Fargo reported similar
results with an increase in profit, yet a decline in revenue. The first
quarter was expected to be difficult for banks given the record low
interest rates. Both banks opened lower on Friday based on the earnings
reports. Next week we will hear from Citigroup (C), Bank of America
(BAC), Goldman Sachs (GS) and Morgan Stanley (MS).
Japan’s Nikkei Index continued to surge as the value of the Yen fell in the
wake of the Bank of Japan’s aggressive plan to spur inflation. Despite
the decline in the index on Friday, the Nikkei index finished the week up
over 5% marking the second strongest week this year. The dollar
continued to gain against the Yen also rising another 1.8% for the week.
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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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The price of gold fell on Friday to its lowest level in nearly three years as
investors grew increasingly worried about the economy’s forward
momentum heading into spring. For the week, the precious metal
dropped nearly 6%, settling at $1,487 an ounce, and entered bear
market territory as the commodity’s price fell 20% below its July 2011
peak. Investors appear to be losing their confidence in gold as a safehaven investment from the risks of inflation or a potential drop in the
stock market. There is also growing concern that as the banking sector in
Cyprus worsens, citizens and investors there and in other parts of the
eurozone will ratchet up gold sales to raise cash. According to the
Financial Times, Cyprus agreed this week to sell gold worth €400m from
its reserves as a contribution to an international bailout, shaking the
metal markets as investors fear it could set a precedent for other troubled
eurozone countries. This plan to dispose of most of its gold holdings
would be the first such sale by a country seeking international assistance
since the Asian financial crisis in 1997-1998 when South Korea asked
the public to donate jewelry to the central bank for the “good of the
nation”. To raise €400m, Cyprus would need to sell just over 10 of their
13.9 tonnes of gold. The central bank’s holdings account for 62% of its
total official reserves, according to the World Gold Council.
It appears the banking crisis in Cyprus caused a rise in the number of
redemption requests in the hedge fund industry last month. According to
the hedge fund administrator SS&C GlobeOp, March’s Forward
Redemption Indicator, a percentage of SS&C GlobeOp's hedge fund
assets under administration being redeemed, showed more clients
submitted notices of withdrawal. It was announced this week the
withdrawal requests hit a three-month high in March as the Indicator
measured 4.33%, up from 3.96% in February. However, SS&C GlobeOp
went on to note that while the banking crisis may have led to a rise in
demands to exit from hedge funds, inflows to hedge funds also rose in
March, which is an indication the capital is being transferred from one
fund manager to another instead of moving it out of the industry
completely.

Weekly Change
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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 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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