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Economic and Market Update

While attending a recent Alternative Investing Consortium, there were several nationally
known speakers and experts in Marco-economic and Capital Market trends. I've provided
a synopsis of some of the salient points on the outlook and forecasts they provided.
Scott Luttrell of LCM Group- established in 1988 with a mission of stewardship and 22
years of successful operating history in alternative investments.

Another key speaker was Mark Yusko who advises over $9 billion of alternative invest-
ments in a joint venture with Morgan Creek. His team includes former endowment profes-
sionals from the University of North Carolina, University of Notre Dame, Duke University
and Stanford.

1. The Global economy is clearly improving but there are significant headwinds. The im-
portant question is whether the current recovery is sustainable. Headwinds include:
a. Bank lending and private sector credit is contracting
b. Real estate has not stabilized, more deflation ahead, there is a two year supply
of unsold housing.
c. Bank regulation- huge pendulum swing
d. Higher tax rates- inevitable to pay for increased government spending.
e. Government deficits- passage of health care creates enormous uncertainties
and exploding deficits as a result of fiscal stimulus.

2. Monetary Policy
a. Fed policy has been highly effective since Nov. 2008
b. Inherent risks in withdrawing monetary stimulus- deflation worse than inflation-
negative impact on equities long term.
c. Central banks are no longer synchronized in their policy actions
d. Politicalization of the Fed, a significant risk- which has been a free standing
entity since 1913, will change the game and the rules.

3. Fiscal Policy
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Economic and Mar ket Update (coa

4. Market Views:
a. Equity markets- continued progress in corporate earnings has helped equities climb past 11,000 on the
Dow but markets could trade flat for several years. The near future rests with the bond market. Government
borrowing and deficits will weigh on markets over time.
b. Interest rates/ fixed income markets- Risk of rising rates at some point will suggest a focus in short dura-
tion bonds/funds of less than 3 year maturities.
c. Energy/Commodities - Should be a core portfolio holding, including Gold.
d. International equities- most opportunities are in South America, Africa, India, China.
e. Felt that hedged strategies will offer some of the best risk/reward opportunities.

*The above points are opinions of the above references speakers and not necessarily those of Raymond James. The following is
for informational purposes only and should not be construed as a recommendation of any kind.

Key Provisions of Landmark Health Care Overhaul

Medicare. The Part D prescription-drug doughnut hole will be gradually reduced by 2020. Seniors who reach the
doughnut hole in 2010 will receive a $250 rebate. Starting in 2011, drug companies will be required to provide a 50%
discount on brand-name drugs bought in the coverage gap. The federal subsidy for Part D premiums will be reduced
for higher-income beneficiaries. Cost sharing for preventive-care services is eliminated.

More Medicare beneficiaries could be snared by the Part B premium surcharge for high-income seniors. The law
freezes the income thresholds for income-related Part B premiums from 2011 to 2019.

Medicare Advantage plans. Studies have found that Advantage plans cost the government 14% more on average
than traditional Medicare. To get costs more in line with traditional Medicare, the new law freezes federal payments
to private Medicare Advantage plans at 2010 levels. These plans will be required to spend at least 85% of their reve-
nues on patient care. Plans that prove they provide high-quality efficient care will get rebates from the government.

New taxes. The law would raise the Medicare payroll tax by an additional 0.9% (to 2.35%, from the current 1.45%)
on earned income above $200,000 for individuals and $250,000 for
joint filers. It would also impose a Medicare tax of 3.8% on investment
income, such as dividends and interest, for individuals with adjusted
gross income above $200,000 and joint filers with AGI above
$250,000. These taxes will go into effect in 2013. Distributions from
pensions, IRAs, 401(k)s and other qualified retirement plans will be
exempt. Self-employed people will have to pay the additional tax.

Medical tax deductions. Beginning in the 2013 tax year, the thresh-
old for the itemized medical deduction rises to 10% of AGlI, from the
current 7.5%. Individuals age 65 and older, and their spouses, would
be exempt for the tax years 2013 through 2016.

Early retirees and self-employed. For most workers who receive
employer-sponsored coverage, the new law is not likely to have much
impact. But the law provides a number of protections for those who
need to buy insurance in the individual market. Six months after enactment, health insurers cannot place lifetime
limits on the value of coverage or revoke existing coverage. Starting in 2014, insurers must accept all applicants,
including anyone with preexisting medical conditions.

Until then, individuals with preexisting conditions who have been uninsured for more than six months will be eligible
to enroll in a national high-risk pool and receive subsidized premiums. Cost sharing will be capped at $5,950 for indi-
viduals and $11,900 for families. This could be especially helpful to early retirees in Arizona and Nevada, which do
not have state high-risk pools. It could also help Floridians, because Florida's is not open to new enrollees.

Exchanges and coverage subsidies. Nearly everyone would be required to buy coverage, or pay a penalty. Early
retirees, the self-employed and others without insurance would be able to purchase coverage through state-based
exchanges. Tax credits would be available to individuals and families with income between 133% and 400% of the
poverty level (that's $19,378 to $58,280 for a couple). (continues on page 3)
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Key Provisions of Landmar k He

Private insurance companies could sell policies through the exchanges. Buyers would choose among four benefit
categories.

Retiree health plans. If you are 55 or older and receive retiree health benefits from your employer, you could bene-
fit from a government reinsurance program. The program will reimburse employers or insurers for 80% of retiree
claims between $15,000 and $90,000. Payments from the reinsurance program will be used to lower the costs for
enrollees in the employer plan. The program will end on January 1, 2014. It will not reimburse costs for retirees who
are eligible for Medicare.

Long-term care. In 2011, workers can enroll in a national insurance program to cover non-medical services in case
of disability. After a five-year vesting period, the Community Living Assistance Services and Supports program will
provide individuals who become disabled with a benefit of about $50 a day. The program will be financed with volun-
tary payroll deductions.

Estate Tax Update

Beware! Rumors of the demise of the “death tax” have been greatly exaggerated. While we entered this year with no
federal estate tax for the first time since 1916, the repeal of the estate tax will be rather short-lived. The levy on es-
tates is scheduled to come back at the end of this year, and when it comes back, it may come back with a venge-
ance. The source of all the confusion is the Economic Growth and Tax Relief Reconciliation Act of 2001
(EGTRRA). Under EGTRRA, the federal estate tax exemption was gradually ratcheted up from $1 million in 2002 to
an all time high of $3.5 million in 2009. Estates that are valued below the exemption amount are shielded from the
estate tax.

In 2002, when the exemption amount was $1 million, the exemption shielded all but approximately 100,000 estates
from the estate tax. By 2009, when the exemption amount had risen to $3.5 million, the exemption is estimated to
have shielded all but about 6,000 estates from the estate tax. In 2010, EGTRRA makes the estate tax exemption
unlimited, meaning the estate tax is effectively repealed, but only for one year. Then in 2011, EGTRRA will sunset,
or expire, and the exemption amount reverts back to $1 million, where it is likely to again impact as many as 100,000
estates each year, indefinitely.

It is difficult to defend a federal estate tax system that has so little year-over-year continuity that it impacts only 6,000
taxpayers in 2009, zero taxpayers in 2010, and 100,000 taxpayers in 2011. Apparently, Congress wanted to cut
taxes in the worst way back in 2001, and that’s just what they did. They cut taxes in the worst way imaginable.

What many planners may not realize about EGTRRA’s temporary repeal of the estate tax in 2010 is that it will actu-
ally hurt far more families than it will help. This is because the law eliminated the automatic basis adjustment on as-
sets passing from an estate. Prior to this year, most assets passing from a decedent received a new basis equal to
the fair market value as of the decedent’s date of death. (A small category of assets, such as IRAs and 401(k)s, did
not receive the automatic basis adjustment).

The intent of the automatic basis adjustment rule was to avoid the harsh double taxation of subjecting the same
property to not only estate taxes, but also capital gains taxes when the decedent’s heirs later sold their inherited
property. To offset the lost revenue of the temporary repeal of the estate tax, Congress eliminated the automatic ba-
sis adjustment on all assets that heirs inherit from a decedent’s estate and replaced it with something called modified
carryover basis.

Under the modified carryover basis rules, a decedent’s personal representative or executor may reset the basis of
$1.3 million worth of property included in the decedent’s estate to the date of death value. But the basis of the rest of
the property included in the estate is “carried over” from the decedent to his or her heirs. If the decedent is survived
by a spouse, another $3 million worth of assets passing to the surviving spouse may also receive a new basis.

It is estimated that the heirs of approximately 70,000 estates will be subject to capital gain tax under the new modi-
fied carryover basis system. Compare that to the estimated 6,000 estates that were subject to estate taxes in 2009
when the exemption amount was $3.5 million. (continues on page 4)
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Estate Tax Update (continued¢@¢)

Critics have also bemoaned the administrative burden of the modified carryover basis rules. Heirs will now be required
to establish the original cost basis of assets the decedent may have acquired years ago, or even decades ago. Imagine
having to determine the cost basis of a family farm that a parent acquired 50 or 60 years ago. What happens if the heirs
are unable to produce credible evidence to support what they reasonably believe to be the decedent’s original cost ba-
sis? The IRS will presume the basis is zero and the full amount of the sale price is subject to capital gains tax.

What are the chances that Congress will fix the federal estate tax mess anytime soon? Estate planners and advisors
alike were stunned that Congress failed to act before the end of 2009. Senate lawmakers could eliminate all of these
problems by approving a bill passed by the House of Representatives on December 3, 2009. H.R. 4154, the
“Permanent Estate Tax Relief for Families, Farmers and Small Business Act of 2009” would restore the estate tax im-
mediately with a $3.5 million exemption amount and eliminate the modified carryover rules. However, passing the
House bill would require a 60 vote supermajority in the Senate, which seems out of reach after Republican Scott
Brown'’s recent surprise victory in the Massachusetts special election.

Cynical observers might even speculate that our Washington lawmakers secretly prefer having a dysfunctional tax sys-
tem as we head into the November mid-term elections. Both sides of the political aisle will point fingers and blame the
other side for creating the current mess, while families and their estate planning professionals struggle to figure out how
to manage the contingencies and uncertainties.

High-net-worth families should be advised to consult with a qualified estate planning attorney to review existing estate
planning documents. Formula clauses designed to fund a credit shelter trust at the death of one spouse may have to
be amended to provide for contingencies. Gifting programs and other wealth transfer techniques should continue to be
implemented where appropriate because we are likely to have some form of the federal estate tax for the foreseeable
future.

Source: Richard A. Behrendt is a first vice president and senior estate planner in the Milwaukee office of Robert W. Baird & Co., Inc.
Prior to joining Baird in 2006, he was an Estate Tax Attorney at the IRS for twelve years.

Retirement Shortfalls
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“Americans' attitudes toward retirement have clearly
tracked the economy the last couple of years, and that seems to be the case in 2010," said Jack VanDerhei, EBRI's
research director and co-author of the survey, in a statement. The percentage of workers who said they have saved for
retirement fell to 69%, from 75% in 2009.

While VanDerhei attributed the decline in current savings rates to job losses, mortgage problems and the suspension of
corporate 401(k) matches in 2009, he said the economy isn't entirely to blame. The gap between what Americans have
saved and what they'd need for retirement is forcing workers to prolong their working years. (continues on page 6)
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On A Personal Note

Over the spring break, our family went on an excursion to “Old Florida” up near the panhandle and stayed in
the community of Old Town right on the Suwannee River. The accommodations were rather rustic but our
cabin was literally on the river and the scenery was spectacular. The highlight was a 20 mile excursion down
the Suwannee with all four of us mind you, in one canoe. We felt a little like Lewis and Clark in that we sur-
vived the expedition by the graciousness of the local peoples through unknown lands and rivers. One thing
nice about “adventures”, they make lasting memories.

Logistically, getting Becky and the kids dropped off up river, driving the vehicle back to the getting off point and
shuffling me back up to them was achieved via the generosity of our lodge operator. The second challenge
was that in all the confusion, we managed to forget our sun screen. Knowing we were going to spend 5-6 hours
in the sun did not bode well for our winter white skin. Thankfully, in our brief upriver trek to explore a spring, a
gracious lone boater threw us a spare bottle of sunscreen. Next, we had a map of the river, but there were no
landmarks, even the springs were covered over by the very high water level. Despite the fast river current, |
way over-estimated our anticipated pace. Along the way, the handful of boats that we encountered gave us
some strange stares like, “what are you folks doing, canoeing down this river?”

There were no dangers from hostiles, but from the shore several locals shouted their estimated distance of a
landmark bridge we were hoping was around each bend in the river, only to encounter another endless stretch
of scenic river ahead. We were well provisioned with food and drinks but even Marcus who paddled for 75% of
the trip was growing fatigued and impatient when by 6:30 pm as the sun was setting, unbeknown to us, we had
3-4 miles still to our destination. One nice couple in a boat spoke to us going by and we asked about the infa-
mous bridge, who thought it was just around the next bend and went on ahead. After about 30 more minutes
of laborious paddling by our crew, they returned to report that our destination was still 3+ miles ahead, which
might as well have been 30 miles at this point. They offered to bring us aboard and tow us in, which my pride
refused to accept. Next came “the look” from Becky and the kids as the nice boaters drove off back up river.
Much to all our delight, they once again returned imploring us to allow them to deliver us to safety and this
time, humble pie won over.

| also have to mention that the only other guests staying at our
lodge was an unfortunate (basically) homeless family of three kids |g
and a single mom and a live-in boyfriend, who showed up when
he wasn’t at the local pool hall with his buds. The family of 5, two
parrots and a dog was occupied in two rooms but lacked a
kitchen, with the exception of a small fridge and a microwave. The
mom had apparently fallen on bad times after she blew through a
settlement resulting from a wrongful death car accident involving
her late husband. Another young local girl hanging out with the
kids had been adopted when she was one year old after terrible
family circumstances. Her adoptive parents recently divorced and
now she is caught up in a custody battle with a family member of
her biological mother.

Our hearts went out to these poor folks and we tried to provide
some encouragement and left them with all of our food provisions
since we mostly ate out after finding our kitchen facilities lacking.
All of these were life lessons that we hope and pray our kids will
learn to be thankful for their family and blessed life, especially
knowing where they came from, the far reaches of the Russian
continent, on a journey where they were brought to their safe ha-
ven by the watchful eye of Sovereign Providence.
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Retirement Shortfalls (continu

According to the survey, 24% of workers said they have postponed their planned retirement age in the
past year, up from 14% in 2008. But even as fears over health care costs and job prospects mount, the
survey found that only 46% of workers have tried to calculate what they need for a comfortable standard
of living in their golden years. "People just don't want to think about this," said VanDerhei. "Everybody
thinks they're too young to think about it, until suddenly they're too old to do anything about it."

Our general rule of thumb: retirement savings, including Social Security benefits and pension, should be
large enough to provide about 80% of pre-retirement income, depending on your income goals once
retired.

But the survey found that 54% of the workers with some form of savings said that they have less than
$25,000 stowed away. Delaying retirement, though not ideal, is a good sign that people are finally facing
reality.

Portfolio Update

As we continually monitor the mutual funds we engage for our clients in discretionary, fee- based Pass-
port accounts, we occasionally replace a fund/manager if they no longer meet our quantitative and qualita-
tive criteria. After being in the “under review” status for a period of time, we recently made two mutual fund
replacements in mid cap growth and small cap growth. Our analysis includes evaluating risk-adjusted
performance compared to both their benchmarks and peer groups.

How to Reach Us

Please note that we are not able to initiate security or investment purchase or sales via email or voice mail. You nkudit spe

rectly to a representative of our office for any trades to occur. For other communications, our email addresses and péone
sions follow.

Thomas B. Fleishel, MBA, CF®EXxt. 304 thomas.fleishel@raymondjames.com
Cyndi Rabey, Executive AssistathExt. 301 cynthia.rabey@raymondjames.com
Mary E. Leone, Client Relationship Manag@iExt. 306 mary.leone@raymondjames.com
Becky Fleishel, MBA, Finance DirectoDExt. 307 becky.fleishel@raymondjames.com
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Deland, Florida 32720 -2709
386.738.1800
An Independent Registered Investment Advisor www.fleishelfinancial.com
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The information contained in this report does not purport to be complete description of the securities markets or developreésrred to in this material.
The information has been obtained from sources considered to be reliable, but we do not guarantee that the foregoingsrast@calirate and complete.
Any opinions are those of FLEISHEL FINANCIAL ASSOCIATES and not necessarily those of RJFS or Raymond James. Expraissi@ne af®f this
date subject to change without notice. This information is not intended as solicitation or an offer to buy or sell aritysefeired to herein. Investments
mentioned may not be suitable for all investors. Past performance my not be indicative of future results. Changewsotaseulations may occur at any
time and could substantially impact your situation. While we are familiar with the tax provisions of the issues presegiteséfinancial Advisors of RIFS
we are not qualified to render advice on tax or legal matters. Please consult the appropriate professional for advice. nieephat there is no assurance
that the recommendations or strategies mentioned will ultimately be successful or profitable nor protect against a Idswitt@uoss of all principal. All
investing involves risk and investors may incur a profit or a loss. Fixed income securities are subject to interest.r@nasilly, when interest rates rise
bond prices fall, and vice versa. Commodities trading is generally considered speculative because of the significafbpiotegianent loss. High yield
bonds are not suitable for all investors. When appropriate, these bonds should only comprise a modest portion of yowpbitéshational investing in-
volves additional risks such as currency fluctuations, differing financial and accounting standards, and possibledmiiivairéc instability. Also, investing
in emerging markets can be riskier than investing in-ethblished foreign markets. There is no assurance any of the treadsaned will continue in the
future. Investing involves risk and investors may incur profit or a loss, including the loss of all principal. Divarsifieatioot ensure a profit or guarantee
against loss in declining markets.
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