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Economic Update
Real GDP growth in the U.S. was revised down one-tenth of a point to
2.4% in the final estimate for the first quarter of the year. Growth is
forecast to moderate in the second quarter, but we believe it will likely
reaccelerate in the latter half of the year. Meanwhile the IMF lowered its
forecast for 2013 growth in China to 7.75% from its 8% forecast made
earlier this year. In its statement the IMF recommended China reduce
government involvement in the economy, improve local oversight and
push to increase household incomes.
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Initial unemployment claims rose 10,000 to 354,000 for the week ended
May 25, but the rolling three-month trend is still declining. Additionally
this week’s data may have been distorted by holiday closures which
prevented five states from completing a full count. The troubled
eurozone reported unemployment hit a record high of 12.2% in April.
Things continue to be the worst for Spain and Greece with both countries
at roughly 27% unemployment. There are some indications the pace of
decline in Europe may be moderating, though, and hopefully that leads to
a turning point in their employment situation.
Personal income was flat in April and consumers cut back a little with
spending decreasing 0.2%. Things may pick up in the months ahead, as
consumer confidence has been buoyed by rising home prices and a
strong stock market as well as an improving jobs market. The consumer
confidence index jumped 7.2 points in May to a recovery best level of
76.2.
Home prices rose 1.1% in March according to Case-Shiller’s 20-city
index. It was the fourth straight increase over 1.0% and is the strongest
run the housing market has seen since the glory days of 2005. Yearover-year gains are now in double-digit territory at 10.9%. Supply has
been tight and has kept sales activity essentially flat for the past six
months, but a rising trend in pending sales suggests sales are likely to
pick up. On the other hand mortgage rates have climbed 50 bps this
month, creating a headwind for prospective buyers.

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 slid further this week as a number of positive economic
reports including a strong Chicago Purchasing Managers Index and
higher consumer confidence numbers again led investors to be
concerned over the future of the Federal Reserve’s quantitative easing
program. The yield on the ten-year Treasury hit an intra-day high of
2.20% on Friday, the highest level in more than a year, before finishing
the week at 2.16% as equity prices slid at the end of the day. Stronger
economic data will continue to reinforce the opinion that the Fed would
have the opportunity to end its bond-buying program in the not too distant
future and potentially continue to place pressure on bond prices.

Yield Curves
4.0%

3.0%

2.0%

Yields on Spanish bonds were on the rise again, extending their first
monthly increase since August. Ten-year yields rose 30 basis points in
May to close the month at 4.44%. Meanwhile German bonds had their
worst month of performance since January. Despite the weak economy
and worsening job market, inflation accelerated across the eurozone to
1.4% in May from 1.2% in April.

1.0%

0.0%
2 yr

3 yr

5 yr

U.S. Treasury

10 yr
Muni (Tax Equiv.)*

Source: U.S. Department of Treasury, Standard & Poor's, FTN Financial
*Taxable Equivalent rate is calculated by using a 35% tax margin

Issue

5.24.13

5.31.13

3 month T-Bill

0.04%

0.04%

Change
0.00%

2-Year Treasury

0.26%

0.30%

0.04%

5-Year Treasury

0.90%

1.05%

0.15%

10-Year Treasury

2.01%

2.16%

0.15%

30-Year Treasury

3.18%

3.30%

0.12%

SEE IMPORTANT DISCLOSURES ON BACK PAGE. Source: Bloomberg, FTN Financial, The Wall Street Journal, U.S. Department of Treasury.
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The domestic equity markets started the holiday-shortened week with
strong gains on Tuesday but gave back the gains over the rest of the
week, punctuated by a late sell-off on Friday, and ended mostly lower.
The Dow Jones Industrial Average closed at 15,115.57, losing 187
points, or down 1.22%. The broader S&P 500 Index ended the week
down 1.14% to close at 1,630.74, while the NASDAQ Composite finished
slightly lower by 3 points, or down 0.09%, to close the week out at
3,455.91.
Investors continued to fret over the Fed’s talk of tapering its latest round
of quantitative easing and mixed economic readings. The Personal
Income and Spending report for April was disappointing as income was
flat and spending declined 0.2%. The May Chicago PMI surprised on the
upside, coming in at 58.7 versus the expected 49.3. The University of
Michigan final May Consumer Sentiment Survey rose to 84.5, the highest
level since July 2007. The S&P/Case-Shiller 20-city home price index
gained 1.2 percent for February which followed a 1.0 percent boost in the
prior month. The year-on-year rate, at an adjusted plus 9.4%, was the
highest since May 2006.
With 490 of the 500 companies in the S&P 500 having reported their first
quarter 2013 earnings, about 74% met or exceeded expectations;
however, companies continued to be cautious in their outlooks for the
rest of the year. According to S&P, earnings for the full year 2013 for the
S&P 500 companies are expected to increase about 13% over last year.
International markets declined for the week as disappointing economic
news out of Europe weighed on foreign equities. Some of the data
included weaker than expected retail sales in Germany, a decline in
French consumer spending and an unemployment rate of 12% in Italy
that marked a 36-year high. In Japan, despite rising 1.37% on Friday, the
Nikkei Index ended the week lower by more than 5%.
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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 pulled back on Friday, locking in a second consecutive
monthly decline on signs the pace of coin and bar purchases were
slowing. The 5.4% drop in May marked the seventh monthly drop in the
last eight months for the precious metal as the surge in demand for coins
and bars following the market’s record-setting April selloff faded. The
precious metal extended its losses on separate reports published this
week which showed gains in both consumer confidence and Chicagoarea business conditions this month. Such data could spur the Federal
Reserve to end its stimulus measures sooner, which may limit demand
for gold as a refuge from the inflation that could follow such policies.
Traders note the U.S. central bank’s bond-buying programs have been
key supporters for the precious metal’s prices in recent years. For the
week, though, gold managed modest gains to settle at $1,385.52 an
ounce.
Crude oil finished the week lower, suffering from losses for the month as
well as pessimism among traders over the outlook for energy demand,
which fueled a drop in prices below $92 a barrel. The market also
assessed the Organization of the Petroleum Exporting Countries’
(OPEC) decision to keep its oil production target unchanged despite
worries about energy demand and rising U.S. output. OPEC announced
on Friday it would maintain its current target for oil production at 30
million barrels a day. On the horizon for crude are official China
manufacturing data, which is due out Saturday. Analysts claim a key
factor in the government-sponsored purchasing managers’ index will be
whether the data matches preliminary results from a privately compiled
version from HSBC and Markit, which showed Chinese manufacturing
activity contracting in May. Manufacturing PMIs are expected to weaken
in China, the country with the strongest growth momentum, which could
further disappoint investors. For the week, crude lost 2.26%, settling at
$91.74 a barrel.
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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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