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Annual Shareholder  
Informational Meeting

“CHANGING 
times, 
UNCHANGING 
principles” 
was the theme 
of FAM Funds’ 
31st Annual 
Shareholder 
Informational 
Meeting held 

in October. A gorgeous fall 
day helped energize the 
atmosphere. Tom Putnam, 
Founder and Chairman, 
welcomed everyone and 
opened in prayer. Tom then 
introduced the Investment 
Research Team and invited 
John Fox, Chief Investment 
Officer and Co-Manager of 
the FAM Value Fund, to the 
podium.

John began, 
“We chose the 
theme after 
celebrating 
the 30th 
Anniversary of 
the FAM Value 
Fund earlier 
this year. We 
thought about 
the last three 

decades and how much has 
changed. I’d like to make a 
few observations.” 

1. The World of Finance: 
Interest rates were much 
higher 30 years ago. If  
you wanted to buy a house 
in 1987, you would have 
had to get a mortgage at 
about 11%. Presently, most 
rates are below 4%.
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2. Wall Street:  
If you were an investor 
in 1987, you remember 
the stock market crash 
on October 19 when the 
Dow Jones fell 22.6% in 
one day! To give you some 
perspective, an equal 
drop in 2017 would be 
more than 5,000 Dow 
points! 

3. Bull and Bear Markets: 
There have been several 
including the 1990 to 
1991 Banking Crisis, the 
great Tech Bubble of the 
late ‘90s, the Dotcom 
crash, the Housing Bubble, 
and the Great Recession 
of 2008.

“Change has been a constant 
in the financial markets and 
I suspect this will continue,” 
John said. “But, I would say 
the biggest change has been 
in technology. In the ‘80s, 
we all read the newspaper, 
watched network TV, and 
shopped at the mall.” 
Of course, technology 
revolutionized all of these 
activities.

Technology has also 
transformed how we 
communicate. For 
example, in 1987 if you 
wanted an update on your 
grandchildren, you “dialed” 
the house phone that 
probably hung on the wall 
and spoke to their parents. 
If you were lucky, they 
would put a little one on 
the phone and you could 

hear a few words. John 
emphasized, “Well, in 2017, 
all that’s changed! Now 
you can get videos of your 
grandchildren on this handy 
device that I carry in my 
pocket — the iPhone.”

Things have also changed 
quite a bit at Fenimore 
Asset Management, the 
investment advisor to FAM 
Funds. In 1987, we were a 
much smaller firm with 
fewer than 10 associates; 
today we have 36. We also 
had just one mutual fund 
back then — FAM Value 
Fund — that had around 
$1.2 million in assets. 
Currently, we have three 
funds with a combined $1.5 
billion in assets.

Another transformation 
has been the availability 
of information. “In the 
past, if we wanted to read 
a company’s annual report, 
we had to call the business 
and wait for it to arrive in 
the mail,” John stated. “Now, 
we have instant access to 
thousands of companies’ 
documents right at our 
fingertips.”

John then stressed, “Even 
in changing times, there 
are unchanging principles 
that still guide us. These 
principles apply to our 
investment process and 
how we invest the money 
entrusted to us in our 
mutual funds.”

John underscored these 
unchanging principles as he 
finished:

• We cannot predict the 
direction of the stock 
market, but we can analyze 
the financial positions of 
individual businesses.

• We invest in quality 
companies that are highly 
profitable, have low 
debt levels, and are well 
managed.

• We try to meet with each 
company we invest in at 
least once annually to 
assess management.

• We think about what a 
business is worth and try 
to purchase the stock at a 
margin of safety.

• We are long-term thinkers 
and intend to hold every 
stock we purchase for at 
least five years.

• We know that patience is 
sometimes required to be a 
winner in the stock market.

• We believe that excessive 
trading and trying to time 
the stock market does not 
work!

Anne Putnam, 
Senior Vice 
President, 
wrapped up 
the meeting. 
She provided 
an update 
on her 
niece Lucy’s 
account, 

highlighted the investment 
method dollar-cost 
averaging, and reinforced 
the power of compounding. 
Finally, Anne thanked the 
attendees.

Anne Putnam 
Senior Vice  
President



Why do you like  
Dollar General?

Drew Wilson: Dollar 
General is one of 
the largest discount 
retailers in the 
United States with 

about 14,000 stores. They are 
essentially micro Walmart stores 
and approximately 75% of sales are 
groceries, consumables, toiletries, 
hard goods, and seasonal products. 
When a consumer chooses a 
retailer, they are looking for price, 
convenience, and selection. We 
believe Dollar General has a unique 
combination of these three things. 
First, their prices are lower than 
convenience shops and drugstores 
and about on par with Walmart, so 
it’s a great value. Next, with so many 
stores, they are accessible and the 
shopping experience is easy because 
the physical space of each is only 
7,500 square feet. Finally, Dollar 
General has a great selection. We also 
like the fact that, by management’s 
estimates, there is capacity for 13,000 
more stores in the U.S. 

Are you looking at  
alternative energy  
producers including solar? 

John Fox: Overall, 
our two main energy 
holdings are EOG 
Resources and Evolution 
Petroleum. These are 

traditional oil and gas producers. 
Many of the alternative energy 
companies are not yet profitable or 
established, so they don’t typically fit 
our criteria.  

Andrew Boord: If you 
ask us to identify which 
solar business will be 
the best, we have no 
idea. And the people 

that claim they know, have no idea 
either. However, we are invested in 
Brookfield Asset Management which 
includes a renewable power business. 
They began in hydro which is a 
tremendous green energy because if 
you build a dam and care for it, it can 
last a long, long time. Brookfield also 
owns wind and solar. The wind farms 
are primarily in Ireland. We’ve looked 
at numerous alternative energy 
producers, but this is one of the few 
quality enterprises that we have 
found with good management. That 
said, we will keep looking. 

Drew Wilson: In the Value Fund, one 
of our longest holdings is Berkshire 
Hathaway led by Warren Buffett. His 
conglomerate includes MidAmerican 
Energy, a utility that is a pioneer in 
renewable energy including solar  
and wind.  

Paul Hogan: Saving 
energy is even better 
than renewable energy. 
We invest in Ingersoll 
Rand, and their largest 

division is HVAC — essentially air 
conditioning. They manufacture huge 
building air conditioning units as 
well as central AC units for homes. 
These units last for around 15 years. 
During that time, the technology 
improves to the point that the energy 
efficiency doubles. Replacing the 
units with new ones is obviously good 
for Ingersoll Rand, but the improved 
energy efficiency is also better for the 
environment. 

Have any of the funds split? 
Tom Putnam: We have 
not split any of the 
funds and it is not likely 
that we would do this. 
There is no advantage to 

you, our shareholders, in splitting the 
price of the shares. 

Andrew Boord: I think it’s important 
to explain a split. Hypothetically, let’s 
say you have 10 shares at $10 each for 
a total of $100. If we split it tomorrow, 
you’d still have $100, but there may be 
20 shares at $5 each. It’s like having a 
large 16-inch pizza and changing the 
number of slices — it doesn’t change 
the size of the pizza. Corporations do 
this occasionally with their stock, but 
mutual funds usually do not. 

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 (Investor Class), FAM Equity-Income 
Fund (Investor Class), and FAM Small Cap Fund (Investor Class) 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). 

Audience questions  
with summarized  
answers.

Q&A:



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 (Investor Class), FAM Equity-Income Fund (Investor Class), or FAM 
Small Cap Fund (Investor Class). 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. 

With potential federal 
deregulation, do you see  
any impact on your  
research process?
John Fox: Actually, the problem 
is usually regulation. We’ve seen 
industries where regulations changed 
and it totally altered the economics 
of the industry in addition to the 
individual businesses. Healthcare, 
for-profit education, and banking 
are good examples. We pay close 
attention to what’s happening.   

I saw the Hostess table  
in the hall. Will you please 
give us an overview on  
the company?

Kevin Gioia: Hostess is 
a newer holding for us 
in the Small Cap Fund. 
They have a 100-year-
old brand — a household 

name. The Twinkie is an iconic treat. 
This is a newer version of Hostess that 
only includes the snack foods. The old 
Hostess went bankrupt. Under new 
ownership and great management, 
they’ve taken care of the problems 
that caused the bankruptcy. Hostess 
invested in three highly automated 
plants in recent years. In fact, all 
the Twinkies in the U.S. are made 
on one production line. They also 
shifted to third-party trucking 
rather than a collection of thousands 
of local delivery trucks. Basically, 
the profitability of the business 

FAM Value Fund 
The FAM Value Fund celebrated its 
30th Anniversary this year. John Fox 
said, “We try to buy undervalued 
securities primarily in mid-sized 
companies. We look for quality 
businesses that are profitable, 
generate lots of cash, have high 
returns on capital, possess good 
balance sheets with low debt, and 
are well managed. The Fund holds 
a relatively small number of stocks 
so that each has the potential to 
positively impact performance. There 
were 36 holdings at the end of the 
quarter (as of 9/30/17).” The Fund’s 
objective is capital appreciation and, 
at the end of September, the portfolio 
had grown to almost $1.2 billion. 

FAM Equity-Income Fund 
“The Fund focuses on a dividend 
strategy but, more importantly, 
it’s a growing dividend strategy,” 
stated Paul Hogan. “Looking at 
the portfolio’s holdings, 80% have 
raised their dividend over the past 
year (as of 9/30/17). On average, 
the Fund’s holdings also increased 
their dividends by a 10% compound 
annualized growth rate (CAGR) over 
the past five years (as of 9/30/17). 
Dividend growth is like getting a 
raise in your paycheck, so that 10% 
is terrific.” Paul and Tom Putnam 
have been the Fund’s managers 
since its inception. This stability is 
extraordinary in the investment 
industry.

FAM Small Cap Fund 
Andrew Boord began, “The Small 
Cap Fund is our newest fund. We 
launched it in March 2012, but it’s 
very similar to our other two funds 
and follows the same investment 
approach. We are still looking for 
great companies, great management, 
and clean balance sheets. We also 
want a valuation, at the time of 
purchase, that is below what we think 
the business would be worth to a 
rational buyer. The only difference 
is that these are smaller firms. The 
beauty is that there aren’t as many 
competitors researching these 
businesses — especially visiting them. 
We estimate that there are many 
opportunities in the small-cap space.” 

Fund Updates

Offices in Albany and Cobleskill.

has tripled. Some of these profits 
are being used to develop new and 
exciting products.    

I see Snap-on Tools is a new 
holding. What attracted you 
to this business? 

Will Preston: Snap-on 
Tools manufactures 
and distributes hand 
and power tools. 
They primarily sell to 

professional auto mechanics, which 
is a notable distinction. They also 
have a unique way of selling the 
tools. Small business owners, who 
are not employees, buy the right 
to sell Snap-on Tools in a specific 
region that typically consists of 200 
to 250 repair shops. They visit the 
shops on a weekly basis in a 16-foot 
truck stocked with tools. They also 
sell to specialty industries including 
airplane mechanics. Snap-on clearly 
fits our four key criteria. Number 
one, they are a quality, preeminent 
franchise with significant brand 
awareness. Number two, they 
generate considerable cash, have 
manageable debt, and they’ve paid an 
uninterrupted dividend since 1939 — 
this demonstrates their enduring 
financial strength. Number three, 
they have an excellent management 
team. Finally, there were some short-
term headwinds that caused the stock 
price to fall into our buy range.
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AS OF 9/30/2017:

The portfolio is actively managed and 
current holdings may be different. The 
Total Annual Fund Operating Expenses 
are 1.19% based upon the most recent 
prospectus, gross of fee waiver and expense 
reimbursement.

The portfolio is actively managed and 
current holdings may be different. The 
Total Annual Fund Operating Expenses 
are 1.27% based upon the most recent 
prospectus.

The portfolio is actively managed and 
current holdings may be different. The 
Total Annual Fund Operating Expenses 
are 1.38% based upon the most recent 
prospectus, gross of fee waiver and expense 
reimbursement.

FAM VAlUE FUND 
TOP 10 HOlDINGS

Name % of Total Net Assets

IDEX Corp. 5.8%

Markel Corp. 4.8%

CDW Corp. 4.7%

Ross Stores 4.4%

Illinois Tool Works 4.2%

CarMax 3.9%

Brown & Brown 3.9%

Brookfield Asset 3.8%  
Management 

Berkshire Hathaway 3.7%

AutoZone   3.2%

FAM SMAll CAP FUND 
TOP 10 HOlDINGS

Name % of Total Net Assets

National Commerce Corp. 5.4%

ExlService Holdings 4.9%

CBIZ 4.3%

ScanSource 4.3%

Monro Muffler Brake 4.2%

Diamond Hill  4.1% 
Investment Group

SONIC Corp. 4.1%

Choice Hotels International 4.0% 

PC Connection 4.0%

Multi-Color Corp. 3.9%  

FAM EQUITY-INCOME FUND 
TOP 10 HOlDINGS

Name % of Total Net Assets

CDW Corp. 6.6%

Air Products & Chemicals 6.0% 

Stryker Corp. 5.6%

Arthur J. Gallagher & Co. 5.2%

Microchip Technology 4.8%

Xilinx 4.2%

Ross Stores 4.1%

IDEX Corp. 3.5%

EOG Resources 3.5%

Flowers Foods 3.4% 

Total Net Assets $1,199,899,802 Total Net Assets $218,192,793 Total Net Assets $160,788,963


