
 

 
 
 
 

Falcon Financial Management, Inc. 
 
May 4, 2012 
 
Dear Friends,  
 
We’ve now completed the first quarter of 2012.  Although we have been reminded of global challenges 
on occasion, the past few months have been largely defined by optimism. I am hopeful that this upbeat 
mood can continue through this challenging election year.  
 
The European’s sovereign debt crisis was the source of much of the global economic contention in 2011 
and will likely continue to impact sentiment in the weeks and months ahead. In the opening months of 
2012, though, the spotlight on the EU has dimmed considerably as focus has shifted to the challenges 
facing China.   
 
The recent chaos in China has caused fears to flare, as did the easing by the Federal Reserve (Fed) with 
added pressure on the dollar.  
 
In comments made over the weekend, Ben Bernanke, the Chairman of the Federal Reserve, announced 
that faster growth is needed to improve the nation’s employment picture. The Federal Reserve has no 
new plans for another round of quantitative easing – what we have come to call QE1 and QE2 - during 
the balance of the year, but most investors took the chairman’s statement to mean that the option is still 
on the table.  
 
History is on our side as we embark on this new quarter and most signals appear to be pointing towards 
strength. Nevertheless, patience, caution, and levelheadedness are still required. Recent years have 
shown that spring months can bring about new challenges. 
 
There is something much larger in play, and the implications go beyond economics; they influence key 
elements of the political narrative for the upcoming presidential and congressional elections. 
 
Particularly in today’s unusually fluid global economy, companies’ decisions to hire involve distinct 
lagging and leading components. Having cut jobs and costs to the bone during the great recession many 
companies have found themselves understaffed for the business pickup they have already experienced 
over the last few months. They had no choice but to play catch up in hiring. But, where they do have a 
choice – in hiring for expected future business – they lack conviction, despite generally solid 
profitability and rock-solid balance sheets.  The hesitancy is understandable, particularly given the 
uncertain outlook for demand.  
 
American consumers, as a group, still carry too much debt and have to continue to cope with higher oil 
prices. The prospects for exports, which have grown markedly, are gradually dimming now that the rest 
of the world is slowing. Meanwhile, policymakers have yet to find a way to deal properly with a year-
end fiscal cliff, the result of Washington’s repeated inability to design coherent fiscal policy. 
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One of my biggest concerns is that America is increasingly lagging behind the advances made by other 
countries in education (particularly, in math and science) and worker training.  An example of this is the 
University of Florida’s decision to drop the Computer Sciences Department.  That is just what we here 
in Gainesville need to become competitive with other research universities and to diversify our 
economic base into a clean industry (Information and Computer services) with a potential to grow. 
 
Credit remains patchy; it is amply available to those that need it least, but still eludes a range of 
productive investment opportunities in small- and medium-sized companies as well as those starting out 
in life and looking for an opportunity to purchase their first home. 
 
The hope is that the recent economic reports will act as a catalyst for a renewed initiative on the part of 
Congress and the Administration to lift the impediments to growth that have been repeatedly identified 
yet never suitably treated.  More likely …. political bickering and dithering will again deliver a 
depressingly familiar seasonal pattern that undermines the well being of millions and renders the 
subsequent recovery even more difficult to secure. 
 
As we talked about last quarter, until we have more clarity on the U.S. election, domestic policy 
decisions, and the European financial crisis, our outlook will remain cautious, but optimistic. We believe 
that by the end of the second quarter we will begin to have more clarity on these subjects.  
 
We expect stock market volatility to continue and if this happens we will make any necessary changes to 
reflect our outlook at that time. In the meantime, we will remain vigilant and continue with our current 
strategy.   This means that we continue our emphasis on dividend paying stocks, less exposure to foreign 
currency risk and continuing to clip coupons from the bond portion of our portfolios.    
 
As always, we continue to manage risk first and look for return second. This has become our mantra and 
has worked well for us during these difficult economies. 
 

The Scoreboard 
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4thQ 
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2012 

DJIA -10.0% 10.4% 7.3% 11.0% 7.1% 2.5% -5.9% 12.8% 8.4% 8.8% 

S&P 500 -11.9% 10.8% 10.2% 12.8% 5.9% 1.8% -7.4% 11.8% 2.1% 12.6% 

NASDAQ -12.0% 12.3% 12.0% 16.9% 5.0% 2.1% -6.8% 8.2% -0.8% 19.0% 

LBAB 3.5% 2.5% -1.3% 6.5% 0.4% 2.6% 3.1% 1.1% 7.8% 0.3% 

(Investors cannot invest directly in indexes) 
 



 

Page 3 
 

I also want to again talk about the recent spate of mailings offering to buy REIT’s from our clients. 
Many of you who own REIT’s have been contacted by companies that want to buy their REIT’s for deep 
discounts. We believe that the investments we have made in the REIT’s continue to be strong 
investments with dividends that have met our expectations. (As you know, past performance is not a 
guarantee of future performance with these investments as well as any other investments you have). We 
would not recommend that you sell your REIT’s to these “bottom fishers”; they are looking for folks 
who are in trouble and who need to sell their REIT’s. If, in fact, you have had an emergency and we 
needed to liquidate your REIT we have found better prices in the secondary market. If you have 
questions or concerns about your REIT’s please call us and we will discuss it with you. 
 
We are here to solve problems. That’s what we do. Even though on the whole I am not recommending 
changes, your individual situations may change and as they do we may need to make individual changes 
for you. 
 
Do not hesitate to let Darla or me know if there is anything you need from us. When we can assist, we 
will. 
 
I would also like to once again invite all of you to join Chris and me on Saturday mornings at 8:30 
where we will continue to be hosting our popular radio call-in show; Dollars and Sense, on 97.3 FM. If 
you are not in Gainesville our show is also available via the Internet. So check us out on Saturday 
mornings. If you have questions or topics that you would like us to discuss then please give Chris a 
phone call or drop him a line at chris@ffmonline.com. 
 
I want to take this opportunity to ask you to remember us when friends and family are struggling with 
these same questions going forward. Many folks are in retirement plans that don’t offer them the kind of 
investment and planning advice that we provided for you. We have built this business on referrals, on 
the idea of working with a lot of people just like you. We appreciate you and would like to help those 
around you. 
 
Thank you for your continued friendship and support. 
 
Best wishes,  
 
 
 
Jeff Davis, CFP® 
President 
 
All economic and performance information is historical and not indicative of future results.  All views expressed in this letter 
are those of Jeff Davis, CFP® and should not be construed as investment advice.  All information is believed to be from 
reliable sources; however, we make no representation as to its completeness or accuracy.  Additional risks are associated 
with international investing, such as currency fluctuations, political and economic stability, and differences in accounting 
standards 
 
REITS are subject to various risks such as illiquidity and property devaluation based on adverse economic and real estate 
marker conditions and may or may not be suitable for all investors.  A prospectus that discloses all risks, fees and expenses 
will be delivered at the seminar.  Please read it carefully before investing.   
 


