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Economic Update
This week’s major economic report was the June employment released
on Friday which came in stronger than analyst expectations. The U.S.
economy added 196,000 new jobs in June stronger than the expected
155,000, continuing the improving trend we have seen in the last number
of job reports. The unemployment rate remained unchanged at 7.6% as
more workers are seeking out jobs with the improving employment
picture, which is also a positive sign. The bond market reacted
negatively to the report as it bolsters the outlook for the Federal Reserve
to begin tapering asset purchases later this year. The ten-year yield
moved immediately to 2.69%, reaching levels last seen in August 2011.

Economic Indicators, Quarterly Change

12.0%
10.0%
8.0%
6.0%

The U.S. auto sales report for June was released on Tuesday which also
came in strong due to the improving economy and higher consumer
confidence. The Ford Motor Company led the growth, reporting a 13
percent increase for its Ford and Lincoln brands. General Motors
reported gains of 6 percent and the Chrysler Group reported gains of 8
percent. These gains were also fueled by increases in pickup and SUV
sales supported by the improving housing and construction markets.
Oil prices moved higher this week largely due to the political unrest in
Egypt, rising above $100/barrel. Though Egypt is not a major oil
producer, it does control the Suez Canal, and its proximity to major
exporters has caused a spike in prices. This oil price rise has yet to be
captured in gas prices and, depending on the course of resolution, it
remains to be seen as to whether prices at the pump will be
impacted. The strong jobs number, which generally reinforces an
accelerating economy, also contributed to the rise in oil prices.

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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Bonds suffered another tumultuous week after Friday’s strong U.S. jobs
report sent bond yields sharply higher. Investors viewed the labor report
as further confirmation that the Federal Reserve will begin tapering off
their bond buying program in the fall. The U.S. 10-year Treasury note
which had stabilized near the 2.5% yield mark earlier this week, jumped
to the 2.72% level. The spike marked the highest yield in two years and
the 20 basis point rise marked the biggest intra-day decline in two years
as well.
European bonds also struggled this week although comments from the
European Central Bank helped pare losses at week’s end. Political
problems in Portugal sparked soaring bond yields across peripheral EU
countries as Portugal’s ruling government struggles to maintain
control. Portuguese 10-year yields spiked over 8% before Thursday’s
pledge by the ECB to keep rates low for an “extended period” helped trim
losses on Friday. Adding to investor angst is the coming show down
between Greece and its lenders as creditors threatened to withhold the
next loan payment unless the nation followed through with agreed upon
public sector job cuts.
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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 rallied Friday during a shortened trading week after an
upbeat jobs report Friday morning. The upbeat data pushed domestic
equities into positive territory for the week while emerging markets
continued their decline due to political unrest. During the past week The
Dow Jones Industrial Average closed at 15,135.84, finishing the week up
1.52%. The broader S&P 500 Index ended the week at 1,631.89, higher
by 1.59% on the week. The NASDAQ Composite finished higher by
2.24% and closed the week out at 3,479.38.
International equities continue to decouple as developed international
equities rallied after comments out of the Bank of England and the
European Central Bank while emerging markets declined due to unrest in
Egypt and lowered GDP forecast out of China. On Thursday, as the U.S.
markets were closed, both the Bank of England and the ECB commented
that key interest rates will remain unchanged in the short-term. It was the
comments from ECB President Mario Draghi that sent shares rallying as
he stated “euro-zone interest rates will remain low or go even lower for an
extended period of time.”

Weekly Change
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Emerging markets finished lower this week as Egypt dominated the
headlines with the overthrow of President Mohammed Morsi. The
country declared a state of Emergency on Friday ahead of mass protests
to be staged by the Muslim Brotherhood. The political unrest, along with
a stagnant output in China, contributed to a decline in the emerging
markets.
Domestic stocks rallied Friday in a shortened week that saw light
volume. The jobs data came in at 195,000, well ahead of the 155,000
that was expected. The jobs report is being closely monitored as it may
be a signal that the Federal Reserve may begin to taper its bond buying
program.
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SEE IMPORTANT DISCLOSURES ON BACK PAGE.
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Gold fell over 3% on Friday as the U.S. dollar gained strength after a
positive jobs report. Markets are likely reacting in anticipation of the
Federal Reserve’s plan to scale back the current stimulus plan, which
could occur sooner as economic (specifically employment) data improves
further. Gold prices dropped 23% in the second quarter of 2013, the
largest quarterly loss on record, while the U.S. dollar climbed to a threeyear high against other major currencies. The other primary precious
metals, including silver, platinum, and palladium, also dropped
significantly this week. If bond yields remain at elevated levels, or rise
further, the downward trend of gold prices will likely continue as the
attractiveness of the metal against U.S. treasury securities is lessened
Oil prices moved in a different direction this week as political turmoil in
Egypt fueled supply concerns throughout the Middle East. Brent crude hit
$107/barrel on Friday and West Texas Intermediate moved to over
$102/barrel after the Egyptian military expelled President Mursi from
power. There have not been any supply disruptions as
of Friday afternoon, but Egypt is located on the Suez Canal where ships
and pipelines transport over 2.2 million barrels of oil per day, making
political stability in the region a potential issue for oil markets.
In hedge fund news Steve Cohen, billionaire and head of SAC Capital,
will not face charges for his involvement in the insider trading ring that
was run by portfolio manager Mathew Martoma. This is not the first time
Cohen has been accused of involvement with securities fraud, and
investigators say he still could incur civil charges.
Hedge funds have significantly underperformed U.S. equity markets in
2013, posting an average 3.4% gain year-to-date while the S&P 500 has
climbed nearly 13%. Many hedge funds showed losses in June as the
market sell-off caught many fund managers off guard after Ben
Bernanke’s comments regarding the tapering of the quantitative easing
program. Some, however, have still managed to hold up quite well; David
Tawil’s Maglan fund, for example, has posted a 23% gain so far in 2013,
and Niederhoffer Capital Management reported a 30% gain during this
period.
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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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