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Economic Update
Friday’s employment report underwhelmed for the second straight month,
although it did show improvement from December. Non-farm payrolls
gained 113,000 in January trailing consensus estimates of 181,000, and
following a weak 75,000 December figure. The unemployment rate
continued its downward trend to 6.6% while the labor force rebounded
sharply, indicating the drop in the unemployment rate is not due to people
giving up on the job search or leaving the labor force. This is actually a
plus as households reported 616,000 new jobs this month, indicating
natural growth in the jobs market and true reduction in unemployment.
Many economists are blaming weather as a partial factor in the headline
weakness as many people did not work for part of December and
January due to the cold temperatures and increased snowfall.
Manufacturing was weak in January as the ISM Manufacturing Index was
down 5.2 points to 51.3 from 56.5 in December. This is the largest
monthly drop in nearly 3 years and the lowest reading since May of last
year. The new orders component posted the largest decline, down 13.2
points to 51.3, which still indicates positive growth but at a much slower
pace. This report somewhat contradicted the monthly factory orders
figures, which came in up 0.2%, excluding aircrafts (-1.5% including
aircrafts). Weather could have been a factor in these numbers as well.
Some economists are revising first quarter GDP estimates and other data
points downward to account for weather-related slowdowns. We expect
these indicators can rebound as weather improves.
The Non-Manufacturing ISM Index, which represents the service sector
(the largest contributor to the economy), increased by a point to 54.0. The
business activity component jumped 2 points to 56.3 while other
components moved up just slightly. This increase comes despite the
weather-related headwinds to business, an indication of positive growth
acceleration and a comforting counterbalance to the negative news from
the manufacturing portion of the ISM survey.
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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For the first time all year, U.S. Treasuries finished the week lower after a
weaker-than-expected jobs report on Friday. However, many strategists,
including PIMCO’s Bill Gross, feel the rally in the bond market can
continue, particularly if employment growth remains subdued and key
inflation measures stay below the Fed’s target. Meanwhile S&P
downgraded Puerto Rico’s general obligation bonds to below investment
grade, citing short-term liquidity concerns in the commonwealth. This
move comes despite a year in which Puerto Rican officials took several
steps to strengthen its balance sheet including implementing widespread
pension reforms, widening its corporate tax and sales base, reducing its
deficit, and making plans for a balanced budget by 2015. Still, these are
long-term positives, in contrast to more immediate concerns about
liquidity. Analysts David Hitchcock and Horacio Aldrete-Sanchez noted,
“While we believe a near-term bond sale would provide temporary
liquidity into fiscal 2015 and could be an important stabilizing factor, we
believe there remains implementation risks over the next year in light of
continued economic weakness.” Looking forward, given the widespread
sell-off observed during the second half of 2013, much of the bad news is
likely already priced in to valuations for Puerto Rico GO Bonds, which
were yielding well over 10% for a 10-year maturity.
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SEE IMPORTANT DISCLOSURES ON BACK PAGE. Source: Bloomberg, FTN Financial, The Wall Street Journal, U.S. Department of Treasury.

U.S. Investment Grade Corporate Bond Spreads (BBB-A), in bps
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The stock market finally reversed the negative trend to finish the week
higher. Volume was light during the week as investors were awaiting the
jobs data number Friday morning, which came out lower than expected.
During the past week the Dow Jones Industrial Average closed at
15,794.08, finishing the week higher by 0.61%. The broader S&P 500
Index ended the week at 1,797.02, higher by 0.81% on the week. The
NASDAQ Composite finished higher by 0.54% and closed the week out
at 4,125.86.
European stocks rallied Thursday after the European Central Bank left its
key lending rate unchanged at a record low of 0.25%. The Stoxx 600
index continued to rise on Friday posting its best weekly return for the
year at 0.80%. Asian markets also rallied Friday on the jobs report and a
strengthening U.S. dollar. This is a reversal from a huge sell-off on
Tuesday when the markets reacted negatively to the disappointing
manufacturing number out of the U.S.

Weekly Change

1.0%

0.5%

0.0%

-0.5%

-1.0%

-1.5%
Large Cap

Several domestic companies had news causing price movement. Green
Mountain Coffee Roasters (GMCR) rose 26% of Thursday after it was
announced the company signed a 10-year partnership deal with CocaCola (KO). KO also purchased a 10% stake in the company valued at
$1.25 Billion. Shares of GMCR continued to rise on Friday and finished
the week up 32.99%.
Google (GOOG) announced that it will be establishing a new C share
class that will be distributed to holders of both the A and B shares.
Holders will receive one share of the C class for each share held and the
C shares will have no voting rights. The shares will be used primarily for
stock-based acquisitions and also equity-based employee compensation.
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SEE IMPORTANT DISCLOSURES ON BACK PAGE.
1 Prices reflect most recent data available at the time of publication
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, Cornerstone, Morngingstar
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Crude oil edged above $98 to end the week after the U.S. unemployment
rate fell to 6.6% even as U.S. payrolls rose less than expected. Crude
erased a drop that immediately followed the much-anticipated U.S. jobs
report as analysts suggest the report had plenty of strong underlying
data. However, weather forecasters are gauging the possibility of a winter
storm arriving this week in the U.S. Northeast, which is still clearing snow
from two systems earlier this week. According to the Energy Information
Administration (EIA), distillate inventories, including heating oil and
diesel, dropped for the fourth consecutive week through January 31.
Analysts believe crude will likely decline next week as domestic refineries
shut down plants for maintenance, reducing crude demand and bolstering
stockpiles. Refineries operated at 86.1% of capacity in the week ended
January 31, according to the EIA, the lowest rate since last October.
Units are often idled at the start of the year after the heating season in
November and December.
Gold also advanced on Friday and saw its sixth weekly gain out of seven
as Chinese buyers returned from a week-long holiday, while investors
weighed the U.S. payrolls data for signs of economic growth. The
precious metal posted its biggest weekly gain in a month, despite a
steadier dollar and higher European equities and is now up almost 5%
since the beginning of the year. Usually gold holds an inverse correlation
with the dollar, as a weaker dollar makes the metal cheaper, increasing
demand and vice versa. Markets in China, the world’s biggest gold
consumer, opened on Friday after celebrating their Lunar New Year
Holiday this past week, which boosted volumes that had thinned over the
past several days. Premiums for 99.99% purity gold, the most-active spot
contract on the Shanghai Gold Exchange, climbed to nearly $11 an
ounce on Friday, compared to about $4 an ounce last Thursday prior to
the holiday.
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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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