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BUILDING LONG TERM RELATIONSHIPS THROUGH KEEPING PROMISES

FALL 2011

Finding Equilibrium

recently observed a physical trainer

working with a client at the health club.
The trainer was using a combination of
drills to enhance coordination, balance
and equilibrium. Interestingly, the drills
were directed toward improving both the
physicaland mental aspects ofhealth. From
what I observed, the exercises required
visualization, thinking, effort,
commitment, strength, confidence,
risk and courage. I could see the
challenge and the frustration on
the client’s face as he worked hard

KEEPING PROMISES

by Vinton Fountain

Commitment

Henry Ford said, “You can’t build a repu-
tation on things you are going to do.” In order
to succeed in the implementation of your fi-
nancial roadmap, aninvestor mustaccept that
markets have volatility. Successful investing
requires recognition that wild swings are to
be expected and exploited. Investors should
implement a disciplined process of
buying securities when theyare cheap
and selling those same securities
when they are expensive. Simply, buy

to perform the arduous tasks his
trainer had assigned him. He was
straining, trembling, red in the face,
and downright aggravated when
things did not go well. Most of us

have felt that way at some point.

Henry Ford

low and sell high.

You can't build a
reputation on the things
you are going to do.

Managing Risk

Risk cannot be eliminated but
it can be managed. As investors, we
face market, interest rate, inflation,

As I thought about his
experience, I realized that some of these drills can be
useful to us in the investment and financial planning
process. Let’s look at four similarities.

Visualization

Itis helpful to have clarity of purpose around what
you need to achieve in your portfolios. For most of us,
the true goal is not to have daily values higher than the
day before. Or, it is not to outperform our neighbor
who speaks of “winning picks.” For most of us, the
goal is long term financial security, independence,
freedom of choice and income for life among other
things. I like to refer to this strategy as the “eat well,
sleep well” formula. Freedom from worry may be more
important than actual results in many cases.

longevity, political, and event risk to
name a few. We can’t control most of these variables,
but we can control our attitude, behavior, diversifica-
tion, investment process (who picks stocks/bonds),
spending, monitoring and planning. One of the most
important objectives of good risk management is to
avoid losing money. This sounds obvious, but many
investors do not spend adequate time defining the
acceptable downside or potential for volatility. For
most of us, we would rather make a little less in good
times and protect the downside in bad markets.

Monitoring for Improvement

In today’s dynamic world, monitoring progress
toward your goals is imperative. I am not just referring
to the value of assets, but more importantly the pro-
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see Equilibrium, continued next page




Equilibrium

continued from page 1

cess, resources and needed adjustments.
Monitoringrisk forappropriateness is vital
in a changing world. Effective monitor-
ing provides an essential feedback loop
for learning. Some investment themes
may not work, so adjustments might be
needed which leads to more experience
and knowledge.

In closing, finding equilibrium is
important in all aspects of life. But, in
the implementation of your financial
roadmap, it is important to be balanced
in your decision-making process. I have
learned that clarity toward goals, commit-
ment to those goals; risk management and
monitoring will generate superior results
and allow investors to build confidence in
the process.

The pace of change and the challenges
of today are creating more uncertainty and
trauma than any of us would prefer. We
will continue to focus on the things we can
controland know that we will be rewarded.
According to the physical trainer in the
gym, “improving your fitness is not easy,
but the resulting outcome is worth it.” As
I move forward, I am pursuing optimism,
confidence and equilibrium. It’s worth it.
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Vinton Fountain, President
Fountain Financial Associates

By three methods we
may learn wisdom: first,
by reflection, which is
the noblest; second, by
imitation, which is the

easiest; and third by
experience, which is
the bitterest.

Confucius

Corporate America: Cash
Rich, but Confidence Poor

Wth all of the negativity and
uncertaintyin theworld, itis
helpfulto be reminded of some of the
positive trends that usually do not
make the headlines. One such factis
that corporate America, represented
broadly by the companies owned
in your stock portfolios, is much
healthier than the headlines would
have you believe.
Corporate balance
sheets include a larger
stockpile of cash reserves
than ever recorded, es-

BUILDING FUTURES

by Buck Beam

in buying back their own
shares. When a company
deems its own stock is the
best value available, they
can positively drive share-
holder value buy scooping
up their own shares at at-
tractive prices. This drives
up earnings per share
(fewer shares
outstanding),
which in turn
positively im-
pacts company

timated in September

by the Federal Reserve at more than $2
Trillion. As a percentage of corporate as-
sets, that is a level not seen in 60 years. At
the same time, many companies have been
able to issue new debt and refinance their
existing debt at the current generationally
low interest rates. That combination puts
much of corporate America in a healthy
position to weather continued economic
weaknessif necessary, and veryimportantly,
to capitalize on opportunities they find amid
the uncertainty.

There are four primary ways that cor-
porations can put all of this excess cash to
work as confidence returns:

1. Capital spending and expansion:
This will take the form of new investment
in facilities, equipment, technology, and
ultimately adding to employee headcount.
Although hiring has remained weak, busi-
ness spending on capital goods is up 26%
since mid-2009.

2. Mergers and acquisitions: There have
been numerous examples of sizable M&A
deals this year, from banks and utilities to
mobile computing. This activity is likely to
remain strong and will present some exciting
opportunities for shareholders.

3. Stock buybacks: A recent announce-
ment by Warren Buffett is the latest
example of a company publicly interested
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valuations.

4. Dividends: Returning cash profits to
shareholders through dividend payments is
probably the most appreciated use of excess
capital. Despite the economic uncertainty,
many companies have continued paying,
and oftentimes are raising their dividends
as a way to slowly draw down their cash
reserves. Some cash-flush historic non-
dividend payers are evenlooking into paying
dividends or making special, one time divi-
dend payments to their shareholders.

All of these methods of investing
corporate cash are shareholder friendly.
Businesses are still nervous having just
gone through the late 2008 shock of the
credit crisis. They have built significant
cash reserves just in case, and now they
are beginning to find opportunities to put
it to good use. As confidence returns to the
markets, and eventually to the economy,
we will see even more capital expenditures,
business acquisitions, stock buybacks, and
dividend growth. We can hope that some
of that will make the headlines.

Duey

Buck Beam

Investment Advisor Representative




Window of Opportunity

In the midst of all this ‘noise’
around Europe, deficits
and Super Committees we
are spending time focusing
on things we can be doing
to make a positive impact.
The solutions are unique for
each individual, but one of
the more time-sensitive and
unique opportunities
that exists today is the
present status of the
Gift and Estate Tax.

What does this

mean for us in 2011

SOLVING for SUCCESS

by Chris Riley, CFP®

their lifetime that are pres-
ently valued at $10,000,000.
Under current law, they would
be allowed to gift up to
$5,000,000 each now and
remove those assets and any
future appreciation from their
estates while potentially still
having access to income from
these assets during
their lifetimes. They
would pay no estate
or gift tax as a result,
and any future ap-

andbeyond? Firstlet’s
summarize where we stand as of today.

1. We have a $5,000,000 estate and gift
tax exclusion in place (prior to 2011,
gift exclusion was $1,000,000) for 2011

and 2012.

2. Thereisa35%giftand estate tax rate. May

be a lower rate than in future years.

3. North Carolina mirrors the federal exclu-
sion and adds 10% to federal estate tax.

4. No NC gift tax

5. No NC GST (Generation Skipping

Trust) tax

Our current estate and gift tax rates may
be low by historical standards and the gift
potential without transfer tax is the largest
ever. The issue at hand is that this is unlikely
to continue and would change at the end
of 2012. This opportunity could prove very
expensive to your future estate if missed.

preciation on these
assets would be tax
free as well.

If we revert to previous limits in 2013,
theywould be allowed to giftonly $1,000,000
each or $2,000,000 total. This could mean
an estate tax on an additional $8,000,000
at a total rate of 65% or $5,200,000 to the
government.

Will we still be facing deficit and bud-
getary concerns at the end of 2012? How
confident do you feel that current condi-
tions will continue given the tough choices
we are facing in Washington? My advice
is to seek the expert opinion of an estate
planning specialist to review your options
and the potential financial impact on you
and your family.

We may support you in this process; re-
ducing the complexity and helping you make
awise decision. These are unique times, and
it is wise to seek the opportunities that are
at hand before the window closes.

The impact will be felt in terms of reduced

assets transferred to future generations and

charitable organizations.

For example let’s say that a married
couple has accumulated assets during

CZR/'S

Chris Riley, CFP

Investment Advisor Representative
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Wealth
Wisdom

Fear defeats more people than
any other one thing in the world.

Ralph Waldo Emerson

Every moment and every event of every
man'’s life on earth plants something
in his soul.

Thomas Merton
We are made wise not by the

recollection of our past, but by the
responsibility of our future.

George Bernard Shaw

Go Paperless

S upport efforts to go green by turning
off paper delivery of your brokerage ac-
count statements and trade confirmations.
A newwebsite can help - register at www.
myedocumentsuite.com.Inaddition tobeing
environmentally friendly, going paperless
offers these important benefits:

* Reducerisk -lessen the risk of identity
theft that maybe associated with send-
ing sensitive financial information
through the mail.

» Instantaccess - receive an email when
a new account statement or trade
confirmation is available online.

+ Convenience — gain password-pro-
tected access to download and print
your account statements and trade
confirmations from virtually any
computer, at any time.

¢ Eliminate paper—less mail means less
clutter, lowering the risk of misplacing
important documents.

Make a powerful choice and go
paperless today.




FFA Events: In & Around the Office

untain Financial
Associates’ team
took home the tourna-
ment trophy at the 2011
Junior Achievement
Spring Golf Classic, held
May 23,2011, at Porters
Neck Country Club.
Our own Buck Beam is
a member of JA’s local
board of directors, and
he and Vinton anchored
the winning team.
Junior Achievement
of the Cape Fear Region

Junior
Achievement’

of the Cape Fear Region

gives young people the
knowledge and skills they
need to plan for their
future, and make smart
academic and economic
choices. JA’s corporate
and community volun-

From left to right: Brad Mickle (of First Bank), Buck, Ned Murchison
(also of First Bank), and Vinton

teers deliver relevant,
hands-on experiences
that give students from kindergarten through high school knowledge and skills in financial
literacy, work readiness and entrepreneurship. Junior Achievement of the Cape Fear Region
impacted 4,664 students in 23 schools during the 2010-2011 school year, empowering
them to their own economic success.

The Spring Golf Classic raised nearly $30,000 to support JA, and we at FFA are proud
we could be a part of the hugely successful event.

Our newest team members

We are very happy to announce two additions to our Fountain Financial family. Greg
and Dana Neel welcomed their son, Knox Alexander, on July 2, while Buck and
Caroline Beam brought their second son, John Wayland, into the world on September 15.
Congratulations to both the Neels and Beams on their beautiful, bouncing baby boys!

You must be new here: Knox Alexander Neel (above left) and John Wayland Beam (above right),
being looked after by big brother Beau.
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Securities and Investment Advisory Services
offered through Financial Network Investment
Corporation Member, SIPC. Fountain
Financial Associates and Financial Network
are not affiliated. » Opinions expressed are not
intended as investment advice or to predict
Sfuture performance. * You cannot invest
directly in an index. * Past performance does
not guarantee future results. * All information
is believed to be from reliable sources: however
we make no representation as to its completeness
or accuracy. * All economic and performance
information is historical and not indicative

of future results. » Please note that neither
Financial Network Investment Corporation
nor any of its agents or representatives give
legal or tax advice. For complete details, consult
with your tax advisor or attorney.




