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Economic Update
The housing market in the U.S. saw declines in March as new singlefamily home sales showed a decline of 14.5% during the month and
13.3% year-over-year. This is unsettling data for what was supposed to
be a recovering housing market, and a tumultous winter can no longer be
blamed for these figures. The increase in home prices may have had
some impact on these numbers as we saw a record 11.2% spike during
March, which may have caused some buyers to re-evaluate their options
and hold off on a purchase. Also, higher mortgage rates may be a shortterm headwind as buyers adjust to the change, but this factor should
dissipate as consumers acclimate to the current rate environment.
On a positive note, new orders for durable goods in the U.S. jumped
2.6% in March after a 2.2% rise in February. All major categories saw
gains during the month, and transportation, specifically civilian aircraft,
led the way along with electronics and computer equipment. Last month,
the transportation sector dominated the rise in orders, but the March
report showed a more widespread gain across different areas, which is a
good indicator of overall strength. These gains coincide with record profit
levels and historically high levels of cash on corporate balance sheets,
which could lead to significant gains in business investment and
continued positive orders data. Furthermore, the consumer is gaining
purchasing power, and personal debt levels are lower than they have
been in past years, giving buyers the ability to make larger purchases.
Overseas, the German Finance Ministry said the nation will experience
slightly slower economic progress in the second quarter after a
surprisingly strong Q1. A very mild winter benefitted construction and
industrial production in the first months of the year, and the ministry
claims that this higher-than-expected performance in Q1 will slightly
damper the numbers in Q2. The government expects overall GDP growth
of 1.8% on the year after a 0.6% rise in Q1 and an expected 0.4% in Q2.

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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Sparked by the flight-to-quality trade, U.S. Treasuries finished the week
higher amid continuing tensions between Russia and Ukraine. Although
the Russian central bank increased short-term interest rates in an effort to
stem capital outflows and provide support for currency, economic and
financial costs from the conflict remain a concern. The S&P downgraded
the country’s credit rating this week to BBB-, one notch above junk
status. Separately, the yield on the 10-year U.S. Treasury note continues
to trade within a narrow range established in early March, as investors
debate when the Federal Reserve will make its first interest rate increase.
Meanwhile, despite a five-year rally in corporate bonds, some strategists
feel the outlook for this sector remains robust. The combination of slow
and steady U.S. economic growth, and changing expectations for shortterm interest rates have allayed worries that a sudden rise in yields will
erode bond values. Robust demand for fixed income products, along with
stable company fundamentals, also suggests the rally is sustainable.
Finally, strategists are having a difficult time finding a tangible catalyst for
a significant sell-off in 2014, suggesting credit market downturn likely
remains farther into the future than previously expected. However,
lingering discomfort among investors about the compensation they are
receiving to bear credit risk coupled with lower liquidity warrants a
heightened scrutiny of market conditions.
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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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Equity markets were volatile this week as a six-day positive streak for the
NASDAQ and the S&P 500, the longest since September, came to an
end on Wednesday. Positive earnings reports from several big name tech
stocks were not enough to offset disappointing housing and
manufacturing data. Heightened tensions between Russia and Ukraine
weighed heavily on stocks Friday, sending the Dow Jones Industrial
Average down 140 points. For the week, the Dow fell 0.6% to close out at
16,361.46. The broader S&P 500 Index was flat to end the week at
1,863.40, while the NASDAQ Composite Index declined 0.5% to 4075.56.
International stocks were mixed this week. European equities as
measured by the STOXX 600 Index still managed to post a 0.4%
increase despite the negative impact on markets from the situation in
Ukraine and Russia. Germany’s stock market was especially hard hit on
Friday, falling 1.7% as it has a major trading relationship with Russia.
Stocks declined in Asia with the Nikkei index falling 0.6% and the
Shanghai Composite Index closing 2.9% lower for the week as negative
economic data from China weighed on markets. A preliminary report from
HSBC on China’s manufacturing sector in April came out at 48.3,
showing another month of contraction.
Through Thursday, 204 S&P 500 members had reported first quarter
results. Total earnings for these companies increased 2.9% from the
same period last year on 3.6% higher revenues, with about 68% beating
EPS estimates and 44% reporting revenue growth surprises. Of note this
week, results were reported by Apple, Boeing, McDonald’s and Amazon.
Healthcare M&A activity also was in the news, including a report that
Pfizer had approached European drug maker Astra Zeneca about a
possible merger. Novartis announced its plans to buy Glaxo SmithKline’s
oncology unit at the same time it would sell its vaccines division to Glaxo.
Here in the U.S., Zimmer agreed to buy privately held Biomet, making it
the second largest manufacturer of orthopedic products behind Johnson
& Johnson.
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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, Cornerstone, Morningstar
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Supply data and geopolitical tensions drove fluctuations in commodity
prices this week. In energy, government data on Wednesday showed
commercial crude oil supplies of 398 million barrels, the largest weekly
total in at least 30 years. The surplus is due in part to increased supply
along the Gulf Coast, as oil supplies have begun to move at the southern
leg of the Keystone XL pipeline from Oklahoma to the Gulf of Mexico.
West Texas Intermediate futures were down 2.8% this week, which is the
biggest decline in more than a month. Crude oil for June delivery fell to
$100.91 on the New York Mercantile Exchange.
Tensions over actions in the Ukraine are providing price support to the
energy complex, as Russia is the second largest oil exporter in the world
and supplies a considerable amount of gas to Europe. Much of that oil
and gas reaches Europe through pipelines in Ukraine. Concerns about
disruptions have increased since the current peace deal formally ended
on Wednesday, with Ukraine’s government vowing to eliminate proRussian armed groups in the eastern part of the country. The conflict
appeared to be threatening to escalate into military action as of today.
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The Ukrainian situation is also stoking demand for gold, traditionally a
safe haven during times of tumult. Continuing a six week rally, gold
futures for June delivery rose 0.9% to $1,301.70. The precious metal has
risen 8.3% this year. Grain futures are also being buoyed by worries
about possible supply disruptions from Eastern Europe, as well as dry
weather in North America. Russian and Ukraine are the world’s fifth and
sixth largest wheat exporters, respectively. Wheat for July delivery rose
about 1% on the week, to $7.09 per bushel. Soybean and corn futures
have risen approximately 14% and 20% year-to-date.
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SEE IMPORTANT DISCLOSURES ON BACK PAGE.
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. MPFMU
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