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Economic Update
New home sales in the U.S. jumped 6.4% in April to a 433,000 annual
rate, coming in above expectations and accompanying an 11,000 upward
revision for the previous release in March. A modest fall in median home
prices and lower rates may have contributed to the bounce, but supply is
still very tight and could be a headwind for new home sales going
forward. Despite the healthy rise in April, the 433,000 annual rate is lower
than six of the last seven months, and the new construction sector of the
housing market has made little progress from 2009 lows. Housing still
needs to improve in order to reach pre-crisis levels. Starts and permits
climbed significantly in April, which could potentially translate into more
supply and stronger home sales through the summer.
Existing home sales saw some recovery as well with a 1.3% April
increase to 4.65 million annually. This marks only the second monthly
gain in nine months. Condo sales saw large gains and single-family
homes also climbed upward, both positive signs after several months of
suppressed growth. Higher prices have bumped supply up significantly as
people have been more willing to list houses when pricing becomes more
favorable. Existing home supply is up 16.8% from March while prices
have climbed 2.5% since last month. This could be the beginning of a
positive growth trend that can pull the existing housing market out of the
slump that has been evident since mid-2013.
No surprises came from the release of FOMC minutes from the Federal
Reserve Board’s end of April policy meeting. Planning for an exit strategy
and the path to normalizing monetary policy was the focus, with the
members emphasizing strong communication, and a clear path of utilizing
certain tools to stabilize policy. The Fed expects a significant pickup in
growth during the second quarter after first quarter weakness, but
estimates for the year have not changed.

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 received modestly stronger bids on Friday as geopolitical
tension increased surrounding elections in Greece and the Ukraine.
Buying pressure helped mitigate some of the early week losses on the
longer end of the yield curve as many traders looked to cover short
positions ahead of a long holiday weekend in the U.S. bond markets.
While U.S. economic data has been mediocre thus far in 2014, analysts
have been finding fewer reasons that support the current low yields on
U.S. Treasuries, and price action this week reflected a general softening
with a lack of substantial news. Relative yields versus other safe haven
bonds, a short squeeze, and the lack of inflationary pressure in the U.S.
remain popular theses explaining the stubbornly low Treasury yields. A
reversal in current market sentiment regarding the suitability of the
current low yield environment, however, could trigger a violent sell-off.
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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

U.S. Investment Grade Corporate Bond Yields (BBB-A)
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Equity markets were volatile this week, but finished in positive territory
across most major markets. The Dow Jones Industrial Average declined
138 points on Tuesday as investors reacted negatively to poor earnings
reports from several major retailers. Data that showed improvements in
both existing and new home sales after recent weakness pushed up
stocks in the U.S. in the second half of the week. The Dow finished 0.7%
higher since last Friday to 16,606.27. The broader S&P 500 Index closed
above 1900 for the first time ever on Friday, increasing 1.2% for the week
to 1900.53. The NASDAQ rose 2.3% to 4185.81. Small cap stocks as
measured by the Russell 2000 Index bounced back as well, up 2.1% from
last Friday’s close.
International stocks were also positive this week. European equities as
measured by the STOXX 600 rose 0.8%. Investors were encouraged by
strong consumer-confidence data for the euro zone for May. Confidence
rose to -7.1 from -8.6 in April, marking the highest level since October
2007, and beating analyst expectations. Stocks increased in Asia with the
Nikkei index rising 2.5% and the Shanghai Composite Index up slightly,
0.4%. Recent weakness in the yen has helped Japanese stocks, while
the Chinese flash PMI report for May improved to a five month high,
ahead of expectations.
In corporate news this week, AT&T announced its intention to purchase
Direct TV for $48.5 billion, in a combination of cash and stock. Some
analysts question not only if this is a good financial deal for AT&T, but
also whether it will receive regulatory approval. Home Depot and Lowe’s
reported their first quarter earnings results. Sales were negatively
impacted for both companies by severe winter weather and a slow start to
spring in many parts of the country, but both noted strength so far in May.
Lowe’s reaffirmed its fiscal 2014 sales outlook while raising its earnings
guidance. The company continues to expect its sales and comparablestore sales to register year-over-year growth of approximately 5% and
4%, respectively. Home Depot also raised its full-year forecast.
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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,
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West Texas Intermediate (WTI) oil rose to a five-week high after U.S.
crude inventories tumbled. According to the Energy Information
Administration (EIA), crude futures ended the week higher for the third
consecutive week as domestic crude supplies dropped 7.23 million
barrels in the seven days ended May 16. This marks the biggest weekly
decline in more than four months. The drop was driven by a slide in
imports of crude to a 17-year low, averaging 6.5 million barrels per day.
Analysts said the decline was a reaction to surging oil production in the
U.S. that has offset the need for foreign crude, and warned it was hard to
draw bigger implications about price direction from a single week's data.
Stockpiles at Cushing, Oklahoma, the delivery point for WTI, fell to 23.4
million barrels last week, the lowest amount since December 2008.
Cushing supplies have dropped 44% since January, EIA data shows, as
the southern leg of the Keystone XL pipeline began moving oil to Gulf
Coast refineries from the hub. Crude prices also advanced as violence
flared ahead of Ukraine’s presidential election this weekend and the
continued unrest in Libya.
Gold futures slipped this week following better-than-expected data on
new U.S. home sales and strength in U.S. equities, curbing demand for
the precious metal as an alternative asset. Also this week, Barclays PLC
(BCS) was fined 26 million pounds ($43.8 million) for failures in internal
controls that allowed a trader to manipulate the setting of gold prices, just
a day after the bank was fined for rigging Libor interest rates in 2012.
Soybeans extended their biggest weekly gain since August on signs
exports from the U.S. are increasing amid a rebound in Chinese demand.
U.S. exporters sold 164,435 metric tons of soybeans last week for
delivery before the marketing year ends, doubling the amount from a
week earlier, the U.S. Department of Agriculture (USDA) stated this week.
China also bought 120,000 tons for delivery after September 1, the USDA
said in a separate daily sales report. Soybeans touched an 11-month high
earlier in the week, rebounding after concern earlier this year that feed
demand would drop amid outbreaks of bird flu and lower hog prices.
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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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