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FAM VALUE FUND:  
30 YEARs oF NAvigAtiNg the 
Stock MArket with coNFideNce

January 2, 2017 marked the 30th Anniversary of the 
FAM value Fund and our foray into the mutual fund 
industry! As we celebrate this milestone, we thank you 

— our shareholders — for investing with FAM Funds! it 
is your trust and support that have helped make this 
possible. we applaud you for your long-term investment 
outlook, staying the course, and being a part of our first 
three decades. during this time, the FAM value Fund has 
been recognized for its time-tested investment approach, 
relentless risk management, and strong continuity of 
accessible professionals. 

Time-Tested Approach  
investing is a challenging journey, so it is smart to  
follow a leader like the value Fund — recognized for its 
staying power through Bull and Bear Markets since 1987. 
in fact, the Fund has earned considerable media coverage 
over the years. 

the value Fund’s investment team concentrates primarily 
on a small number of carefully selected, mid-sized, high-
quality companies that can grow over time and seeks to 
invest in them at a discount to what we estimate they 
are worth. This is the “value” part of the firm’s distinct 
value investing strategy. we do not speculate. our proven 
process involves extensive firsthand research and diligent 
portfolio management. 

the Fund’s objective is to maximize long-term return on 
capital. this focus, coupled with many new shareholders 
over the years, has helped the portfolio grow to almost 
$1.1 billion (as of 12/31/16).

Relentless Risk Management  
We define risk as permanent loss of capital — not short-
term stock price volatility. it is our experience that the 
share price paid for a stock makes a big difference for long-
term returns. that is why we embrace market downturns 
as opportunities to invest in high-quality businesses 
at bargain prices (margin of safety). these are often 
temporarily out-of-favor enterprises that mainstream 
investors overlook, but we seek to unearth.

Managing risk is crucial to an effective long-term plan. 
while we invest for the future growth potential of our 
holdings, we work tirelessly to protect our shareholders’ 
assets. our research efforts enable us to gain insight into 
the businesses behind the stocks we hold and give us the 
confidence to maintain, and even increase, our shares in 
these enduring corporations when the market drops. this 
process helps mitigate risk during downdrafts because 
these excellent companies have the financial strength not 
only to persevere, but also to increase market share. 

our objective is to make your investment journey as smooth 
and safe as possible. we cannot eliminate risk, but our 
intent is to reduce the possibility of permanent loss of 
capital and maximize potential long-term gains.

strong Continuity & Accessible Professionals
We hope it buoys your confidence that the core members of 
the Fund’s Management and Service teams have been with 
us for many years.

• John Fox and Thomas Putnam have managed the FAM 
Value Fund together since 2000, offering you the benefit 
of their combined professional knowledge and experience. 
this continuity is rare in the ever-changing investment 
industry. in fact, tom has been at the helm since the 
Fund’s inception. this team provides consistent oversight 
of the portfolio along with the rest of our investment 
research Analysts.

• Also unique is our in-house shareholder services team 
of licensed representatives — FAM Shareholder Services 
(FSS) — providing shareholder communications and 
account record maintenance. Our FSS associates have an 
average FAM Funds tenure of 24 years! The benefit is that 
our experienced service team is knowledgeable, friendly, 
and here to serve you.

though there are no guarantees and numerous ways 
to invest, we will adhere to the steadfast, time-tested 
methodology that we have employed for decades. we 
continually seek to mitigate risks and help you achieve your 
financial goals as we navigate various market conditions.
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IRA Qualified Charitable Distribution 
An IRA Qualified Charitable Distribution (QCD) 
is an alternative way for you to give to a charity 
without paying income tax. the Qcd was put in place 
permanently as part of h.r.2029 — consolidated 
Appropriations Act, 2015.

here is how it works. Firstly, to be eligible, the  
account holder must be 70½ or older at the time of the 
distribution. Secondly, a Qcd can only be made from  
a traditional or roth irA. thirdly, each individual  
can donate up to $100,000 per year to one or more 
qualified charities.

Unlike a typical irA distribution, no income tax is paid. 
Please note: the taxpayer cannot take the contribution as 

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, and 
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 activities of individual companies and to general stock market and economic 
conditions), stock selection risk (Fenimore 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 fluctuate 
more than the stocks of larger companies and may not correspond to changes in the stock market in general). 

For descriptions, eligibility, and yearly updates on 
retirement and education accounts, please visit  
famfunds.com, select “investing with Us” and there  
you will find “irAs” and “education Accounts” listed.

Retirement Accounts 
whether you are just getting started, changing jobs, 
doing a 401(k) rollover, or running a business,  
FAM Shareholder Services can guide you.

• Traditional IRA (Individual Retirement Account)

• Roth IRA

• SEP Account (Simplified Employee Pension)

• SIMPLE IRA (Savings Incentive Match Plan  
 for Employees)

• 403(b)(7)

• Individual(k)

Education savings Accounts 
research shows that most parents  
do not expect to be ready to pay  
for their child’s college education.  
we can help you prepare for those  
tuition bills.

• Coverdell Education  
 Savings Account (eSA)

Other Types of Accounts
• Uniform Gifts to Minors Act Account (UGMA)

• Uniform Transfers to Minors  Act Account (UTMA)

For more information, please call FAM Shareholder 
Services at 800-932-3271.

retireMeNt REsOURCE

retireMeNt & edUcAtioN  
sAVINgs ACCOUNTs

a charitable deduction on their Federal income tax  
return — the amount is not included in the donor’s gross 
income. however, it can be counted as all or a portion of  
one’s irA required minimum distribution. if you are 
uncertain, confirm with the organization that it is qualified  
to accept tax-deductible charitable contributions. Finally,  
the check should be made payable to the charity.

there are more details to consider, so please call me at  
800-453-4392, option 2 or email sweetser@famfunds.com 
to see if an irA Qcd is right for you. As always, i recommend 
including your accountant or tax preparer in the decision.

by Peter sweetser  
Retirement Plans Specialist



 

the stock market experienced a number of ups and downs during last year, 
but finished strongly producing a double-digit gain for 2016. The year began 
poorly with stocks declining through the second week of February; however, 
initial concerns over a global recession proved to be unfounded and the market 
rebounded. Election results had a major influence on stock markets around the 
world. in June, a surprise vote by the United kingdom was the catalyst for a  
quick market decline of -5%. the even more surprising U.S. elections led to a 
major rally with the U.S. stock market increasing by almost +5% from election 
day through year-end.

Outlook  
given the number of surprises in 2016, the only thing we are sure of is that  
there will be more surprises in 2017. the startling election of donald trump 
caused a reappraisal by investors about the future prospects for a variety of 
businesses. the major economic items from the republican platform appear  
to be lower corporate and individual tax rates, increased spending on  
infrastructure, and less government regulation. 

investors are anticipating these potential changes will lead to higher growth, 
inflation, and interest rates. In response, after the election, interest rate sensitive 
stocks underperformed the market while stocks that will benefit from lower taxes 
and higher interest rates outperformed. the above trends certainly had a positive 
impact on the performance of our mutual funds in the last two months of 2016. 

despite the political change, the economy looks very familiar. overall, growth  
has maintained a modest pace, unemployment continues to decline, housing  
is recovering, and, despite the recent increase, interest rates are low by  
historical standards. 

Meanwhile, corporate America continues on its recent course. Most 
managements are forecasting low, single-digit, organic growth rates in 2017 
and a continued focus on increasing profit margins. We also expect growth in 
dividends per share and stock repurchases. consequently, this could be a record 
year for corporate earnings. we should point out that the stock market has 
already anticipated this good news. the price-to-earnings ratio on the S&P 500 
index is the highest in more than a decade and many individual stocks that we 
look at are trading at, or above, our estimate of fair value. 

even though the landscape always changes, we are sticking with our proven  
investment approach. Last year, our Research Team visited or talked to more  
than 175 companies and met with managers, 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 management 
teams — combined with patient, price-sensitive portfolio management, is the  
best way to preserve and grow wealth over the long term. it helped us greatly 
in the past four decades, it helped us in 2016, and it should continue to help us 
despite the surprises we will certainly face in 2017.

MArket COMMENTARY
by John D. Fox, CFA  

Chief Investment Officer & Co-Manager, FAM Value Fund

This letter is intended for FAM Shareholders and is authorized for distribution only when 
preceded or accompanied by a prospectus or summary prospectus for the FAM Value Fund, 
FAM Equity-Income Fund or FAM Small Cap Fund. Performance data quoted in this newsletter 
is historical. Past performance is not indicative of future results. Investment returns will 
fluctuate: the value of your investment upon redemption may be more or less than the initial 
amount invested. Please read the prospectus or summary prospectus for more complete 
details, including investment objectives, risk considerations and expenses, before you invest.  
FAM Funds are distributed by Fenimore Securities, Inc., Cobleskill, NY 12043.

Fund Updates 
we hope you read the 2016 Fund 
Managers’ letters in the Annual 
report, or online at famfunds.com 
within “our Funds,” for a detailed 
recap of each mutual fund. 

FAM Value Fund 
Please read the cover article,  
“30 Years of Navigating the  
Stock Market with Confidence.”

FAM small Cap Fund 
As the Small cap Fund approaches 
its five-year anniversary, it already 
has almost $145 million in assets  
(as of 12/31/16) due to, among other 
factors, strong investor interest.  
the Fund focuses on the small 
end of the small-cap space where 
we feel there are many high-
quality, bargain-priced, long-term 
opportunities. Less mainstream 
analyst and investor coverage in  
this area creates pricing 
inefficiencies and prospects for 
us. The Fund is a non-diversified, 
no-load mutual fund and may be 
appropriate for a shareholder  
whose focus is capital appreciation. 

FAM Equity-Income Fund 
the Fund focuses on mid-cap 
companies that pay dividends 
and prefers dividend growth, not 
simply high dividends. the Fund’s 
holdings increased their dividends, 
on average, by an 11.96% compound 
annualized growth rate (cAgr) 
over the past five years (as of 
12/31/16). Plus, 80% of the Fund’s 
holdings raised their dividends 
during 2016. Ultimately, a dividend 
should outpace inflation so we are 
pleased with our results. we also 
view these annual dividends as 
giving the investor a “head start” on 
investment returns. It is important 
to remember that dividends are  
not guaranteed and a company’s 
future ability to pay dividends  
may be limited.



384 North grand Street
Po Box 399
cobleskill, NY 12043

800-932-3271 
famfunds.com

distributed by FeNiMore SecUritieS, iNc. Member FiNrA/SiPc

FAM FocUS
IRA Beneficiaries –  
Your Annual review

We recommend that you review, 
and update as necessary, both your 
primary and contingent FAM Funds 
IRA beneficiaries annually. As the 
irA distribution process occurs 
upon your death, if the primary 
beneficiary is alive, your account 
will go to them. if your primary 
beneficiary predeceases you, the 
irA is distributed to the contingent 
beneficiary. If you have not assigned 
a contingent beneficiary, then it goes 
to your estate. if your situation has 
changed, there may be unintended 
consequences from your beneficiary 
designations. For example, your 
irA could be paid to your ex-spouse 
or current spouse instead of your 
children. Also, a later born child may 
not be named as a beneficiary. It is 
important to note that there can be 

negative tax consequences if your irA 
goes to your estate instead of your 
spouse or other beneficiaries. Please 
remember how vital it is to update 
this information. 

Online Tax Center 
check out FAM Funds’ tax center 
at famfunds.com. it includes 2016 
and 2017 IRA Limits, Tax Bracket 
Information, and Year-End 
Distribution data. the tax center 
can be found within “Shareholder 
Services.” The filing deadline to 
submit 2016 tax returns is Tuesday, 
April 18, 2017. 

spread the Word
we sincerely appreciate your 
referrals to friends and relatives who 
have become FAM Funds investors. 
Your positive testimonials have 
allowed FAM Funds to grow to more 
than 18,000 direct shareholders. 
Please call us at 800-932-3271 
if you want an introductory 
investment kit sent to someone. 
Thank you!

OFFICEs IN ALBANY 
AND COBLEskILL

we invite you to visit us 
and see how we can be of 
assistance. if visiting us 
is not feasible, please call 
800-932-3271 with any 
questions or concerns.


