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Economic Update

Recession in the U.S. economy has started to ease, as suggested by
gross domestic product (GDP) estimates for the second quarter. The Economic Indicators, Quarterly Change
Commerce Department reported that the economy contracted at a

seasonally adjusted annual rate of 1.0% in the quarter, following a 6.4%

9.0%
decline in the first quarter and a 5.4% in the fourth quarter. This marks 7.0%

the fourth consecutive quarter of negative GDP, the longest period since 5.0%

records began in 1947 according to the Wall Street Journal. Smaller

declines in business spending, exports, and inventory investment as well 3.0%
as government stimulus contributed to the better-than-expected figures. 1.0% I I I
The Federal Reserve’s latest survey of regional economic regions -—
indicated that the majority of Districts have experienced moderating
economic decline or stabilizing low levels of activity. Although economic 3.0%
activity has remained weak this summer, a decelerating rate of decline

suggests that conditions will improve during the second half of the year.

-1.0%

-5.0%

-7.0%

Higher sales of new residential homes and stabilizing prices released this Q308 Q408 Q109 Q209

week suggest that the housing market has bottomed. The U.S.

Department of Commerce announced that June sales surged 11% from Real GOP  Core CPI” M Unemployment Rate

the preViOUS month toa Seasona”y adeSted annual rate Of 3841000 Source: Bureau of Economic Analysis, Bureau of Labor Statistics

Meanwhile, national prices continued to improve in May, as shown by the *Core GP excluies energy and food prices from the calculation of the Consurmer Price Index

S&P/Case-Shiller Home Price Indices. Annual price declines in both the -

10-City and 20-City Composites, which represent the largest metropolitan July 27" New Home Sales, June 384,000

cities, slowed for the fourth straight month, with 13 of the 20 metropolitan July 28" ICSC-Goldman Same Store Sales, Wkly. Chg. 1.0%

cities reporting positive monthly returns. July 28" S&P/Case-Shiller Composite 20 Index, May 139.84
July 28" Consumer Confidence Index, July 46.6

The Conference Board Consumer Confidence Index retreated further in July 29" MBA Purchase Applications 262

July, as consumers struggle with deteriorating conditions in the labor July 29" Durable Goods New Orders, June Monthly Chg. -2.5%

market. The survey of 5,000 U.S. households reflected significant July 29" EIA Petroleum Status Report, WKly. Chg. 5.2M Barrels

pessimism about the short-term economic outlook, with more consumers July 30" Initial Jobless Claims ( Week ending 7/25) 584,000

concerned about their income prOSpeCtS. July 30!h EIA Natural Gas Report, Wkly Chg 71 bcf
July 31 Real GDP, Q2 Quarterly Change SAAR* -1.0%

The Commerce Department reported this week that new orders for July 31: GDP Price Index, Q2 Quarterly Change SAAR" 0.2%

durable goods declined 2.5% in June, following two consecutive months July 31 Employment COSt. Index, Q2 Quarterly Change 0.4%

' July 31%  Chicago PMI Business Barometer Index, July 434

of increases. Orders excluding transportation increased 1.1% for the
month, the strongest since February.

Source: Bureau of Economic Analysis, U.S. Department of Commerce, Federal Reserve Banks, U.S.
Department of Labor, The Wall Street Journal, Bloomberg, The Conference Board, Standard & Poor's.
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Bond Market Update

U.S. Treasuries ended the week mixed, with the long end of the curve
advancing and the short end dropping modestly. Longer dated maturities Yield Curves
ended the week much stronger than where they began, as prices

bounced back from the losses suffered amid a string of weaker-than-

6.0%

expected auctions. Treasuries rallied sharply on Friday after the release 5.0%

of second quarter GDP, which showed that consumers and businesses

continue to struggle. Friday's rally was yet another reminder of the 4.0%

enduring appeal of risk-free investments in an uncertain economic

environment. Long bonds also benefited from month-end buying, as 3.0% /
managers adjusted their portfolios to changes in the composition of

benchmark indexes. 2.0%

Weak auctions this week reignited concerns about whether the 1.0%

government can continue to attract buyers from China and other foreign

central banks, according to the Wall Street Journal. Traders noted 0.0%

China’s absence from direct participation in two Treasury bond auctions. 2yr 3yr 5yr 10yr

While China may have bought Treasuries just before the auction, market
participants read the country’s actions as a worrying sign than foreign
inVEStOI'S may be decreasing purchases ata time When the US iS Source: U.S. Department of Treasury, Standard & Poor's, FTN Financial

. - .. *Taxable Equivalent rate is calculated by using a 35% tax margin
seeking to fund a $1.8 trillion budget deficit.

U.S. Treasury Muni (Tax Equiv.)*

Issue 7.24.09 7.31.09 Change
3 month T-Bill 0.18% 0.18% 0.00%
2-Year Treasury 1.05% 1.19% 0.14%
5-Year Treasury 2.57% 2.66% 0.09%
10-Year Treasury 3.70% 3.67%  -0.03%
30-Year Treasury 4.55% 444%  -0.11%

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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Stock Market Update

Stocks ended mixed on Friday but gained for the week. The Dow Jones
Industrial Average closed at 9,171.61, 78.37 points, or 0.86% higher on Weekly Change
the week. The broader S&P 500 added 8.22 points or 0.84% but the

technology-heavy NASDAQ Composite lost 0.29% on the week. The

DJIA and S&P closed Friday at levels last seen in early November, 2008.
The NASDAQ Composite, despite the small loss on Friday, is at level 1.6%
last seen in early October. 1.4%

2.0%

1.8%

1.2%
Stocks surged over 1% on Thursday, ahead of Friday's second quarter i

GDP release on optimism that the worst of the economic downturn might
be over, according to the Wall Street Journal. General Electric (GE) 0.8%
gained 7% on Thursday when the Wall Street Journal reported that a 0.6%
Goldman Sachs analyst upgraded the stock, saying that GE may not
have to spin off its GE Capital finance arm after all.

1.0%

0.4%

0.2%

Microsoft (MSFT) and Yahoo! (YHOO) announced that they had entered 0.0%
into an agreement that would fight Google’s (GOOG) dominance of the
Internet search business. Under the proposed deal, according to the

Wall Street Journal, Microsoft's Bing search engine would become the Source: Standard & Poor's, Russell Investment Company, MSCI
Internet search engine on Yahoo!, who would sell advertisements to
accompany the searches. The 10-year deal is expected to face stiff

Large Cap W Mid Cap W Small Cap M Int!

regulatory scrutiny.
International stocks rallied this week as well, sending Japan’s NIKKEI
225 up 4.15% to its highest level since early October. Stocks gained in
. . Year to Date Change

Europe as well, with the DJ Euro Stoxx 50 Index adding 2.14% and
trading at its highest level since November. 18.0%

16.0%

14.0%

12.0%

10.0%

8.0%

Issue 7.24.09 7.31.09 Change 6.0%
Dow Jones 9,093.24 9,170.93 0.85% 40%
S&P 500 979.26 987.48  0.84% '
NASDAQ 196596  1,97850  0.64% 2.0%
Russell 1000 Growth 437.46 43881  0.31% 0.0%
S&P MidCap 400 621.7 628.05 1.02%
Russell 2000 548.46 556.71  1.50% Large Cap W Mid Cap W Small Cap it
MSCI EAFE 1,385.79 1,410.91 1.81% Source: Standard & Poor's, Russell Investment Company, MSCI
MSCI EM 822.11 83354  1.39%
MSCI Small Cap 124.39 125.61 0.98%

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.
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Alternative Investments Market Update

The smaller-than-expected contraction in the U.S. economy and a
weaker dollar raised the appeal of gold which closed above $950 an Weekly Change
ounce by the end of the week. Gold rose 2.8% over the month of July.

4.0%

Copper rose 2.3% this week to $2.62 a pound for September contracts,

while silver increased 3.4% to $13.94 an ounce. 3.5%
3.0%

Crude-oil futures rose 2.06% this week to $68.05, the highest level in a
month. Oil prices remain volatile, falling 0.6% in July. Exxon Mobil, the 2.5%
world’s largest publicly traded oil company, cited volatile prices and a

weak economy as reasons for their 66% decrease in profits in the second 2.0%

quarter. 1.5%

China Investment Corp. (CIC) has begun to invest in hedge funds, 10%

allocating hundreds of millions of dollars to Blackstone Group LP and 0.5%

Morgan Stanley to be invested in new private-fund investments,

according to the Wall Street Journal. CIC has recently taken a strong 0.0% T—
interest in alternative investments, buying a 40% stake in Citic Capital

Holdings Ltd., an alternative asset-management firm. In the coming DJAIG Index B NAREIT I HFRX Equal Wid Index
months, CIC is expected to allocate billions more to hedge funds. Source: Dow Jones, National Association of Real Estate Investment Trusts, Hedge Fund Research

Year to Date Change
9.0%
8.0%
) . 7.0%

Issue Previous Week Current”  Change 6.0%
Gold 953.10 955.80 0.28% 5.0%
Crude Oil Futures 68.05 69.45 2.06%
Copper 2.52 2.63 4.37% 0%
Sugar 23.25 2320 -0.22% 30%
HFRX Equal Wtd. Strat. Index 1,05015  1,051.25  0.10% 2.0%
HFRX Equity Hedge Index 1,069.02  1,068.60  -0.04% 1.0%
HFRX Equity Market Neutral 1,001.03 996.29  -0.47% 0.0% I
HFRX Event Driven 1,267.79 126553  -0.18% -1.0%
HFRX Merger Arbitrage 1,385.23 1,384.40  -0.06% -2.0%
Dow Jones UBS Commodity Index 123.32 126.48 2.56%
FTSE/NAREIT Al REIT 84.91 87.39 3.78% DJ UBS Index B NAREIT W HFRX Equal Wid Index
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
Source: Dow Jones, National Association of Real Estate Investment Trusts, Hedge Fund Research,
Bloomberg, The Wall Street Journal.
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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 than 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 indexes 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 indexes 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.

120 North LaSalle Street Suite 3750
Chicago, lllinois 60602
312.223.0270 direct

312.223.0276 fax
www.mainstreetadv.com



