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WEALTH STRATEGY FROM A DIFFERENT PERSPECTIVE

2010: Vaniations on & Tueme

Was 2010 a year of cautious optimism, or a year to be alternately cautious
and optimistic? At times during the year, investors found reasons to be all of
the above. Consider some of the year's events:
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® New claims for unemployment fell sharply, down to 420,000 for
® The index of leading indicators rose 1.1 percent in November, the fifth

straight month of increases. ES TAT E TAX U P DATE

e November and December retail sales rose 0.6 percent and 0.8 percent,
respectively, the third increase in the last four months.

® The Federal Reserve continued to pursue a very accommodative
monetary policy, keeping the federal funds rate basically at zero.
And even with the better economic news, the Fed announced the
expansion of its quantitative easing (bond buying) program.

®  The uncertainty over tax rates for 2011 was eliminated when Congress
passed the extension of the Bush tax cuts. Tax cuts were put in place
and more stimulus spending was enacted, but no plans were made to
pay for any of the costs.

®  Projections for the federal budget deficit skyrocketed — and along
with it fears that rising inflation was inevitable. This led to a dramatic
increase in commodity prices, especially gold, which increased from
just over $1,100 to about $1,400.

Where Do We Go From Here?

Even as we gain mental distance from the financial crisis of 2008, our
general proximity to those events remains front and center. The U.S.
economy continued to struggle in 2010. The November unemployment rate
of 9.8 percent was actually higher than the January 2010 rate of

9.7 percent, but it fell to 9.4 percent in December. More banks failed in 2010
than failed in 2009 (157 compared with 140). This was the largest number
of failures since 1992 during the height of the savings and loan crisis.

Europe experienced a series of severe financial crises in what could be
called a contagion. In 2010, Greece and Ireland had to be bailed out while
there were ongoing concerns that Spain and Portugal could be next.

Finally, as bad as the housing market was in 2009, it continued to
weaken. Sales of new single-family houses fell to a seasonally adjusted
annual rate of 290,000 in November, more than 20 percent below the
368,000 sales rate in November a year ago. The actual number of homes
sold in November was 21,000, the lowest monthly sales figure on record.

Individually, each of these items would be viewed as negative for the
U.S. stock market. Collectively, it would surely seem that they would
send the market reeling. Yet, despite this collective tale of woe (with the
occasional bright spot), investors in U.S. stocks were well rewarded.

Especially well rewarded were those who invested in the riskier asset
classes of small and small value stocks, which had returns that were
well above historical averages. The same was true of REITs, despite the
aforementioned housing market problems and the well-documented
problems in commercial real estate.

continued on page 2...
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Quantirative EAsing AND NELATION

By Heber Farnsworth

Something to Take With You

The message that bears repeating as we move into 2011: There is a major
difference between the economy and the market. The mantra of staying the
course becomes somewhat easier when you realize the economic events of the
day will not automatically swing the market. The world is a risky place, but those
with perspective will acknowledge this is not a new condition, only different
variations on the same theme.

Perseverance in life and commitment to an investment plan both require
strength of character. Each year, that same character enables us to say farewell
to one year and bravely begin another with fortitude and grace.
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Five THINES 10 Consioer Fon Youn
2010 Income Tax Retuan

By Cathy Goldsticker, CPA

Which year should you report your Roth conversion income?

Since the income tax rates for the 2011 and 2012 tax years are the same as 2010,
and if your other income and deductions remain constant, it should be beneficial
to defer the income until the later years and earn interest on these deferred tax
payments. This decision whether to pay your income tax liability when submitting
your extension request or when filing your 2010 income tax return should be made
by April 18, 2011 (April 15 is a holiday in the District of Columbia). You have until
October 17 to decide (October 15 is a Saturday), but if the proper tax payments
have not been paid by April 18, you may be subject to underpayment penalties.

How can you manage your altemative minimum tax (AMT) bill?

Make sure expenses, such as professional fees and taxes, are properly reported to
allow full deduction for both regular tax and AMT. Also, confirm your AMT reported
exemption reflects the latest tax law change and look for prior years” AMT tax
credits that can reduce your 2010 tax bill.

Have residential energy saving costs been examined for tax credits?
Expenses such as replacement windows, heating equipment and doors can prowde
significant tax credits, as do alternate energy source expenditures.

Are passive activity rules deferring loss recognition for your business investments?
Make sure the exceptions to these rules have been used to allow early tax benefits
on the losses to be received. If you have prior years’ suspended losses, they may
be deductible for 2010.

Have retirement plan contributions been maximized?

Consider contributions on your outside income for you and your spouse. Current
deductions make sense if the retirement income will be taxed at a future lower tax
rate during your retirement.

Cathy Goldsticker, CPA is a tax partner at Brown Smith Wallace, LLC.
This information is meant to raise awareness on the topic addressed and should not be considered tax

advice. It is always important to consult a tax planner before engaging in actions that may have tax
consequences.

Asset Management Company

Focus Asset Management phone | 757.499.5000

5101 Cleveland Street, Ste. 104 fax | 7567.499.6837
Virginia Beach, VA 23462 web | www.focusasset.com

This marerial is derived from sources believed to be reliable, bur its accuracy and rhe opinions based there on are nor guaranteed.
The arricles and opinions in this pubh( arion are for general informarion onlw and are nor inrended ro serve as specific “hnancial,
accounting or tax advice. The opinions expressed by “the fearured guest aurhors in this newsletrer are rheir own and may nor
accurately uﬂur those of The Buckingham Family of Financial Services. Indices are nor available for dicect investmenr. Their
performance does nar reflect the éxpenses associared with the management of an acrual portfolio nor do indices represent
results of acrual trading. Copvright ©2011, Buckingham Family of Financial Services.




