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Dear Fellow Shareholder,

Have you ever asked someone their opinion on something — a show, a vacation, a painting — and their response 
was: “interesting”?  Interesting is an ambiguous word.  Is it interesting in a good way or in a bad way?  Does it 
mean captivating or just not boring?  That said, the first word that comes to my mind after reflecting on 2016 is 
interesting — ambiguity intended.  It certainly was not boring and, in many cases, it is difficult to tell whether 
the outcomes of this past year will be positive or negative.  In 2016, we saw widening fissures in the European 
Union, an eruption of global populism, the lowest interest rates in American history, throngs of investors paying 
countries to borrow their money, a U.S. presidential election whose outcome was a complete surprise to most, and 
a stock market that finished the year with double-digit returns after being down considerably at the beginning of 
the year.  The ultimate effects these events will have on the investment landscape are uncertain.  Unambiguously, 
though, is how we have and will continue to navigate them. 

Sticking to our time-tested approach of preserving and growing wealth through in-depth research and insightful 
investing has served our shareholders in the past, and this year was no exception.  Our three mutual funds per-
formed very well on both an absolute and relative basis (please see individual letters that follow): the FAM Value 
Fund returned 15.60%; FAM Equity-Income Fund returned 21.59%; and the FAM Small Cap Fund returned 24.21%.  
More on this later…

Meanwhile, U.S. equities, as measured by the S&P 500 Index, were up 9.5% in 2016.  Including dividends, the S&P 
500 returned 11.96% for the year.  Interestingly, this was after being down more than 10% in February on fears 
of slowing global growth and the potential for a recession in the United States.  Stock prices recovered by March 
before the Brexit vote buffeted them in June.  After another swift recovery, prices pushed even higher after the 
election of Donald Trump as President on November 8.  Smaller companies did even better.  The Russell 2000, an 
index of small-cap companies, rose 19.5% (21.31% with dividends) — most of which came after the election.    

Global interest rate markets were very interesting in 2016 as well.  In America, the yield on the 10-Year Treasury 
bond reached a historic low of 1.36% on July 8 and then rebounded to 2.44% at year-end.  Of the 108 basis point 
(1.08%) increase in yield from the July low, more than half of it occurred after the election.  The year began in 
the shadows of the Federal Reserve’s first rate increase in seven years;  however, as global growth became more 
suspect and foreign central banks became more accommodative by lowering their countries’ rates, demand for 
U.S. government bonds increased and yields plummeted mid-year.  Another Fed rate increase, combined with 
increased growth and inflation expectations, drove yields higher by the end of 2016.  Interest rates are funda-
mental to the pricing of most financial securities.  Typically, higher interest rates lead to lower stock prices, but 
that relationship did not hold in the back half of 2016.  There are a number of potential reasons for this which are 
beyond the scope of this letter.  Nevertheless, a continued rise in interest rates may become a headwind for broad 
stock indices in the coming months.

We typically avoid politics in these letters because the long-term, fundamental, business-focused nature of our 
investment approach is, by-and-large, immune from caprices of political activities.  However, this presidential 
election was one of the most interesting we have seen in decades.  And, as evidenced by movements in many fi-
nancial markets, it is expected to materially impact the long-term values of various securities and asset classes.  
Candidate Trump promised to stoke economic growth by lowering corporate and personal tax rates, increasing 
infrastructure spending, incenting private capital investment, protecting American jobs, and reducing regulato-
ry burdens on businesses.  The first-order effects of these initiatives would be beneficial to the value of U.S. busi-
nesses.  However, just like his predecessors, what Candidate Trump promoted and what President Trump achieves 
will likely be vastly different.  So, while there is some justification for the “Trump Bump” in the stock market, as 
it is being called, stock prices are reflecting a high probability of unambiguously positive political outcomes.  We 
are not as certain.  As we examine potential and existing investments, we are being thoughtful — but cautious — 
in our assessment of the impact of the current political environment.



With this as a backdrop, several things help explain our performance this year.  We were positioned to benefit 
from the rise in interest rates.  Additionally, we had reduced our exposure to “bond proxies” (stocks sought by in-
vestors looking for yield in this low-yield environment) and low volatility stocks, both of which underperformed 
the last six months of the year.  We took advantage of the two large downdrafts in the market to add to our posi-
tions and initiate new holdings at attractive prices.  We also trimmed positions that had appreciated beyond our 
assessed value.  Our industrial companies benefitted from renewed expectations for growth and, in particular, 
infrastructure spending and capital goods investments.  We also have a fair amount of holdings paying 35+% tax 
rates whose prices were bid up in the expectation of lower corporate tax rates to come.  In all, we are pleased with 
our performance.

U.S. equity valuations, in aggregate, are rich and reflect high expectations and rosy scenarios.  Setbacks, to the 
extent they happen, may fuel increased equity market volatility.  However, one of the benefits of being a concen-
trated active investor is that we do not own “the market” — we get to pick and choose our spots.  Our fund manag-
ers curate a portfolio of relatively few investments, attempting to avoid low-quality/excessively-valued stocks.  
This, we believe, increases our chances of achieving satisfying risk-adjusted returns over the long term (five to 
seven years) above that of owning hundreds of stocks in an index fund.  

This year our investment team visited or talked to more than 175 companies, logging countless hours on the 
road meeting with management teams, competitors, and customers in pursuit of knowing our companies better 
than most.  We believe this in-depth research, a dogged pursuit of high-quality businesses with great manage-
ment teams, combined with patient, price-sensitive portfolio management, is the best way to preserve and grow 
wealth.  It helped us greatly in the past four decades, it helped us in 2016, and it should continue to help us regard-
less of how interesting things become in this upcoming year. 

Thank you for all the trust and confidence you place in us. 

Thomas O. Putnam, Chairman

Research Team
Andrew F. Boord
John D. Fox, CFA
Kevin D. Gioia,CFA
Paul C. Hogan, CFA
William W. Preston, CFA
Drew P. Wilson, CFA



The portfolios are actively managed and current holdings may be different.

AVERAGE ANNUAL TOTAL RETURNS AS OF DECEMBER 31, 2016
The performance data quoted represents past performance.

 
SINCE INCEPTION

 
10 YEAR

 
5 YEAR

 
3 YEAR

 
1 YEAR

TOTAL ANNUAL FUND 
OPERATING EXPENSES*

FAM VALUE FUND 10.46% 6.75% 13.79% 8.81% 15.60% 1.18%*

FAM EQUITY-INCOME FUND 8.82% 6.93% 13.41% 9.19% 21.59% 1.26%*

FAM SMALL CAP FUND 
   Investor Class (3/1/12)

 
14.95%

 
N/A

 
N/A 8.17%

 
24.21%

 
1.42%*

   Institutional Class (1/1/16) 24.42% N/A N/A N/A N/A 1.33%*

FAM VALUE FUND TOP 10 HOLDINGS

As of 12/31/16
Name      % of Total Net Assets
Brown & Brown, Inc.    5.0%
Ross Stores, Inc.    4.9%
IDEX Corporation    4.7%
Markel Corporation    4.5%
CDW Corporation    4.1%
Illinois Tool Works Inc.    3.8%
Berkshire Hathaway, Inc. - Class A  3.6%
CarMax, Inc.     3.6%
Brookfield Asset Management Inc. - Class A 3.3%
EOG Resources, Inc.    3.2%
TOTAL NET ASSETS    $1,099,819,250

FAM EQUITY-INCOME FUND TOP 10 HOLDINGS
As of 12/31/16
Name      % of Total Net Assets
CDW Corporation    5.6%
Stryker Corporation    5.1%
Flowers Foods, Inc.    5.0%
Arthur J. Gallagher & Co.   4.7%
Xilinx, Inc.     4.7%
Ross Stores, Inc.    4.2%
EOG Resources, Inc.    3.9%
Microchip Technology Incorporated  3.7%
Interpublic Group of Companies, Inc.  3.4%
Air Products & Chemicals   3.4%
TOTAL NET ASSETS          $198,520,045

FAM SMALL CAP FUND TOP 10 HOLDINGS

As of 12/31/16
Name      % of Total Net Assets
National Commerce Corporation  5.2%
Stonegate Bank     4.6%
PC Connection, Inc.    4.5%
Echo Global Logistic    4.1%
Scansource, Inc.     4.1%
Multi-Color Corporation   4.1%
Diamond Hill Investment Group, Inc.  4.0%
Westwood Holdings Group, Inc.   3.7%
Consolidated-Tamoka Land Co.   3.7%
Lindsay Corporation    3.7%
TOTAL NET ASSETS    $144,927,335



*Disclosure:  Expenses are from the most recent prospectus.  The total operating expense as reported in the FAM 
Value Fund’s audited financial statements as of 12/31/15 is 1.18%.  The total operating expense as reported in the 
FAM Equity-Income Fund’s audited financial statements as of 12/31/15 is 1.27%.  When excluding Acquired Funds 
Fees and Expenses, which are not direct costs paid by the Fund’s shareholders, the total operating expense as 
reported in the FAM Small Cap Fund’s Investor Class audited financial statements as of 12/31/15 is 1.36%.  Com-
mencement of the FAM Small Cap Fund’s Institutional Class was 1/1/2016 so it has no audited financial statement 
as of 12/31/15

Past performance is not indicative of future results, current performance may be lower or higher than the per-
formance date quoted. Investment returns may fluctuate; the value of your investment upon redemption may be 
more or less than the initial amount invested.
Please consider a fund’s investment objectives, risks, charges and expenses carefully before investing. The FAM 
Funds prospectus or summary prospectus contains this and other important information about the FAM Value 
Fund, FAM Equity-Income Fund or FAM Small Cap Fund and should be read carefully before you invest or send 
money. The principal risks of investing in the Funds are: stock market risk (stocks fluctuate in response to the ac-
tivities of individual companies and to general stock market and economic conditions), stock selection risk (Feni-
more utilizes a value approach to stock selection and there is risk that the stocks selected may not realize their 
intrinsic value, or their price may go down over time), and small-cap risk (prices of small-cap companies can fluc-
tuate more than the stocks of larger companies and may not correspond to changes in the stock market in general).
To obtain a prospectus or summary prospectus and performance data that is current to the most recent month-
end for each fund as well as other information on the FAM Value Fund, FAM Equity-Income Fund or FAM Small 
Cap Fund, please go to famfunds.com or call (800) 932-3271.

(800) 932-3271

famfunds.com
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