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Economic Update
The December ISM manufacturing number showed continued strength,
coming in at an expansionary level of 57.0 as a boost in orders pushed
factories to increase production. This report represents the strongest new
orders figure since April of 2010 according to Bloomberg, and gains can
likely be attributed to recovering developed economies worldwide and a
resurgence of business investment in the U.S., both of which will continue
to act as tailwinds for the manufacturing sector.

Economic Indicators, Quarterly Change

12.0%
10.0%
8.0%

The Conference Board’s Consumer Confidence Index picked up in
December as stronger hiring numbers boosted economic expectations for
2014, particularly with regards to consumer spending. After a 72.0
November release the index now stands at 78.1, the highest year-end
report since 2007. The rise in home values has also contributed to
consumer confidence. The S&P/Case-Shiller home price report on
Tuesday noted that home values across 20 U.S. cities rose a
booming13.6% year over year in October after a similar gain of 13.3%
year over year in September. Inventory continues to be a price boost for
U.S. homes as the amount of foreclosed homes available falls, despite
mortgage rates rising.
U.S. companies are helping economists and consumers lean towards
optimism in 2014, Ford, GM, and Apple among them. Ford (F)
announced in December that it will add 5,000 new jobs in Dearborn,
Michigan, and expects spending in North America to increase next year.
Apple (AAPL), in addition to building a new plant in Mesa, Arizona, is
making a point to announce that its new Mac Pro computer is now
available for order and is being built in Austin, Texas with U.S.-made
components.

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 a sharp rise in interest rates last week, U.S. Treasuries finished the
week mostly unchanged. Over the past two weeks, yields on the 10-year
note reached a high of 3.00% on several occasions, the steepest level in
almost two years. At these levels, many strategists feel Treasuries have
already priced in an improving U.S. economy, with the only thing that
could cause a paradigm shift in market expectations being a weakerthan-expected jobs report next Friday. Meanwhile, new European Union
rules will require S&P, Moody’s and other credit rating agencies to make
public the dates on which they review a country’s rating. Specifically, the
regulation requires ratings companies to submit a 12-month calendar to
regulators showing when they plan to publish solicited and unsolicited
sovereign ratings. These new rules are part of a number of increased
regulations on the agencies after eurozone officials noted they
exacerbated the region’s debt crisis by downgrading the ratings of
struggling countries at critical moments. With respect to legal liability,
investors and credit issuers will be able to claim damages from a ratings
company if they suffer losses because of malpractice or gross negligence
in the drawing up of assessments. However, although intended to make
the ratings process more transparent, some policymakers warn countries
might try to game the new system by delaying bad news until just after
the pre-scheduled review dates. Based on the new regulations, ratings
firms will only be able to make changes outside the pre-set timetable in
extreme cases, including a significant change in a country’s financial
stability.
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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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Stock Market Update

The stock market finished the year on Tuesday at record highs only to
open lower at the start of trading for 2014. During the past week the Dow
Jones Industrial Average closed at 16,469.99, finishing the week lower by
0.05%. The broader S&P 500 Index ended the week at 1,831.37, lower
by 0.55% on the week. The NASDAQ Composite finished lower by 0.59%
and closed the week out at 4,131.91.
The new year brings with it a new outlook for stocks and Apple (AAPL)
started the year down almost 2% dragging down the NASDAQ
Composite Index on the first day of trading. One analyst cited concerns
over the sustainability of the gross profit margin of the iPhone and iPad.
Apple has also been facing tough competition from Samsung with their
lower end product lines and Android devices. Apple fell further on Friday
and closed out the week down 3.4% at $540.98/per share.
Contrary to Apple, Bank of America (BAC) started the year higher by over
3% on Thursday while the banking sector fell by 0.50%. The company
received several positive comments from analysts about the long-term
prospect for growth. BAC has an asset sensitive balance sheet so as the
consumer and economy improves so too will the balance sheet of the
company. The announcement by the Fed to begin the tapering process
is also seen as a positive for all banks. Bank of America was up almost
another 2% on Friday and finished the week at $16.41 a share or up
4.7% for the week.
International equities were also down to start the year with all major
indices across Europe and Asia starting the year out in negative territory.
Specific countries rose on Friday, however, the sentiment was to the
downside. China started the new year negative both Thursday and
Friday over growing concerns about the financial stability of the country.
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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 was trading around $95 a barrel on Friday, dropping nearly 6%
this week due to the impact of a strengthening dollar, along with
fluctuating expectations regarding global supplies. On Thursday, crude
lost nearly $3, which marked the biggest one-day drop since November
of 2012. Crude has dropped sharply since closing above $100 a barrel
last Friday for the first time since October. The recovery in the U.S.
economy, the world’s largest oil consumer, has supported commodity
prices with expectations of rising demand. This bright outlook has also
raised expectations of the Federal Reserve continuing to shrink its
stimulus program, thereby boosting the value of the dollar making
commodities such as gold which are priced in dollars more expensive for
buyers. The steep dip in prices earlier this week was also partly
attributed to expectations of a production increase at a Libyan oil field
that could return 300,000 barrels of daily production to the global market.
It was also announced that domestic crude inventories moved down
during the week ended December 27th. The U.S. Energy Information
Administration (EIA) in its weekly crude oil report stated that U.S.
commercial crude inventories decreased 7 million barrels to 360.60
million barrels last week, however, this inventory level is still above the
upper limit of the average range for this time of year.
Gold is headed for its best weekly climb since October on speculation
demand will increase in Asia, the largest consuming region, prompting
investors to reverse bearish bets. This increase was a nice start to the
year for gold as the metal dropped 28% in 2013, its largest annual
decline in 32 years. Analysts, however, cautioned the recent upward
momentum in the early days this year may only last a few weeks due to
index rebalancing and that the metal could record another drop in value
in 2014.
Hedge funds closed gold's worst year in decades by cutting their long
positions in the metal and increasing their shorts to near-record levels.
According to the Commodity Futures Trading Commission (CFTC), netlong bets on the precious metal dropped nearly 3% in the week ended
December 17th. Short interest gained over 1%, bringing it near July's
record. Gold wasn't the only commodity to have a tough 2013, but
investors remain bullish on the others, with net-long positions across 18
commodities rising 8.5% in the week to December 17, to a nearly twomonth high.
Issue
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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 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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