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Disappointing: I indicated in my last (October) newsletter that I thought we'd see some good returns in the 4th quarter 
(Oct, Nov, and Dec). We did, the S&P 500 with dividends was up 12.45%. Hopefully that upside momentum will carry 
into 2012. 

Unfortunately that wasn't enough to make 2011 a good year. For the year, the Dow Jones Industrial Average with 
dividends gained 8.38% in 2011, but the broader market (S&P 500) with dividends gained only 2.11%. On top of that 
we experienced the highest volatility in the markets we have seen in 50 years. 2011 clearly did not generate the 20% 
that I hoped for this time last year or even the market's historic return*. Still, with a Dow close of 12,217, we are now 
just 15.3% away from a new all time record high in that index, something no one is even talking about. 

* The historic return for the S&P 500 1979-2011 was 9.76% with an average dividend yield of 2.8% for an average annual total return of 
12.56% (source: "January Effect trading phenomena", UBS Wealth Management Research, 19 December 2011) 

Also disappointing was the under-performance in terms of the "Presidential Election Year Cycle". This long term market 
trend indicates that since 1934 the stock market has always been up in the period between the low of the 2nd year of a 
Presidential term and the end of the 3rd year of a Presidential term with an average gain of 43.47%. This time that gain 
was only 24.5%. 

The first half of 2011 looked promising; the trailing 12 month return on the S&P as of 6/30/2011 exceeded 30%. Then 
we were hit with headlines on the budget impasse in Washington and the debt crises in Europe. In August I reviewed 
these concerns in my e-mails from the NYSE in August and again after a meeting with Alan Greenspan in Washington 
DC in November. I have enclosed a hardcopy of the November e-mail so that those of you who do not use e-mail or 
who have not kept us updated with any e-mail address changes (if you use e-mail please make sure we have your latest 
e-mail address by e-mailing me at glenn.pearsall@ubs.com). 

Europe is beginning to address their problems, the central one being that they share a currency (the Euro) but are not a 
political union. They must shed country members who lack fiscal discipline or force a tighter political union that will 
insure compliance with sound financial policies; either way this will take time to resolve. Here in the U.S. it remains to be 
seen what will happen with the political impasse in Washington, especially given that 2012 is a Presidential election year 
and we are sure to be distracted by all the political rhetoric that will ensue. 

In my August e-mail I indicated at least one benefit of the summer sell off might be that the price of gasoline might 
drop as low as $3.25 a gallon. On the way back home from my NYSE visit August 9th I filled up in Warrensburg at $3.81 
a gallon for regular. Just before Christmas gas locally was available at $3.34 at several stations here in Glens Falls (I saw 
it as low as $2.91 in Albuquerque, NM in mid-October). Still, I think many of us would prefer to put up with higher 
gasoline prices as long as our stock portfolios recovered at the same time… 

Speaking of Travel: In addition to visiting the floor of the NYSE in August and speaking with national leaders in 
Washington DC in November, in October I took a few days off to visit my daughter Heather and her husband in Seattle. 
Then Carol and I were off to Santa Fe for some R&R and a visit with Thornburg Asset Management. Adam and I use 
Thornburg's International Value Fund in our PACE model. I was impressed with their "realness" and their appreciation 
of the fact that they are managing the hard-earned money of folks like us. I was also pleased to see their risk 
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management system. Thornburg managers are cautious here due to headline risk, but think underlying values – 
especially in Europe – are very attractive. 

2012? So, after all this insight and conversation, what are we in for in 2012? It is with some humility that I even broach 
this topic. Forecasting in a world that moves so fast is difficult, but especially so as we look into 2012. And as Yogi Berra 
once supposedly said, "It's tough to make predictions, especially about the future." That said, we begin the year with 
improving economic data (increasing retail sales, increasing car sales, dropping unemployment, improved consumer 
confidence, etc), but with a continued political stalemate in Washington. 

UBS Institutional strategists, based on fundamental research, say that we will be range-bound next year with continued 
volatility. Their goal for the S&P 500 is 1325 for a gain of 5.3% in 2012. UBS thinks corporate profits will ease in 2012, 
but accelerate in 2013 and that Value will out-perform Growth as an investment style next year. 

UBS chart readers say, by contrast, that the market will go sideways the first half of 2012 with large cap growth out­
performing, but then rally in the 2nd half of the year with the S&P hitting 1400-1450 (a 11.3% – 15.3% gain) from 2011 
year end close of 1258. (source: 2012 Technical Market Outlook, Peter Lee, 22 December 2011) 

Only time will tell which was the better forecast. In the meantime we'll continue to try to maximize the upside potential 
and minimize the downside risk in the portfolios we actively manage. Moving forward, and most important, our focus is 
on you remaining "on track" to achieve the personal financial goals we have quantified in your "FGA". 

In Closing: Please join Adam and me in congratulating Melissa for completing her second bachelor's degree, this one 
in accounting from Sage College of Albany. She is graduating with a 4.0 average! Congratulations, Melissa! 

From Adam: 

As we begin a new year it can be a good time to think about the future – not just for this year, but for future years as 
well. Here are a few questions to think about – some we can help you with through your Financial Goal Analysis (FGA) 
and others you may need to discuss with your attorney or CPA. 

1) Tax situation 
a. Are your non-qualified assets tax managed? 
b. How much did you pay in taxes last year? 

2) Estate Planning: 
a. Have you done everything you can to minimize estate taxes going forward? 
b. How do you feel about the strength of your children's marriages? 
c. Do you have an attorney you are enamored with? Do they charge by the hour? 

3) Asset Allocation 
a. Have you incorporated low correlated assets in the mix (if you have a PACE account with us the answer 

is yes!) 
b. Is there an element of guarantees for your retirement income plan to cover your basic needs (e.g. Social 

Security, pensions, annuity income, etc…) 
c. Have you started thinking about taking steps to reduce interest rate and inflationary risks? 

4) Retirement picture 
a. Do you plan on staying where you live now in retirement / for the rest of your retirement? 
b. Have you thought about how much income you will need to be comfortable (if you have gone through 

the FGA the answer is yes, but it is a good idea to recalculate it periodically as your life, and the prices of 
items you purchase change.) 

5) Insurance Assessment: 
a. Have you considered the impact of how you currently own your own insurance? 
b. What should your term insurance accomplish? 
c. Have you made any plans so that you can always stay in your own home? 

6) Educational Modeling 
a. What kind of school do you see your children or grandchildren attending? Do you plan on helping fund 

their education? 
b. Will scholarships play a roll? 
c. Have you considered locating a 529 up a generation? 
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From Melissa: 

Regulatory Changes: As you know, the financial services industry is heavily regulated. Due to a recent regulatory 
change we are required to make sure we have the most updated information and ask you to confirm and possibly 
provide additional investment information that may be relevant to future investment recommendations. Some of the 
information we would like to confirm includes: 

-Date of Birth 
-How many years you have had investment accounts 
-Knowledge of financial markets and market investments 
-Annual Income, Liquid Assets, Net worth 
-What percentage of your investable assets do your funds at UBS represent? 
-For each account--Tolerance for risk, risk/return objectives, timeframe, short term need for cash. 

For most of you, we know all of this information and we will just send you confirmation in your statements. We know a 
lot of this information because for most of our clients we regularly do financial planning (Financial Goal Analysis) and 
portfolio reviews. For those of you we haven’t talked to in a little while, we will be reaching out to you between now 
and this spring to gather pertinent information. If you would like to go through our Financial Goal Analysis process 
please give Adam or I a call. 

You will receive a confirmation of pertinent account information in your statements. Please take a minute to review it. If 
any of the information is incorrect or needs to be updated please call, write, or email our office. It is very important to 
have the most up-to-date information about you, so that we may have a clear picture of your financial situation and 
make appropriate recommendations. Also if you would rather the information be private and not contained in your 
statements; please let us know that too. 

Retirement Plan Contribution Limits: Enclosed is an insert showing contribution limits for IRAs and other retirement 
plans for 2012. I have also included 2011 limits in case you are still planning to contribute for the 2011 tax year. Just as 
a reminder for those of you who plan on contributing for the 2011 tax year, you must have your contributions 
postmarked no later than Tuesday April 17th, 2012. If you cannot remember if you contributed or how much you 
contributed for 2011, please give me a call. 

April 17th is on its way… The April 17th deadline this year comes because two quirks in the calendar. The standard tax 
filing day of April 15th falls on a Sunday this year, so the date would be moved to April 16th. But April 16th is 
Emancipation Day, a legal holiday in the District of Columbia, so the deadline this year is April 17th. 

Tax Forms 1099- IMPORTANT PLEASE READ!: As part of the Emergency Economic Stabilization Act of 2008, the 
Internal Revenue Service (IRS) extended the deadline for when brokerage firms and other financial services companies 
need to mail Forms 1099. As with the past three years, UBS will take advantage of the extension of time from the IRS to 
mail tax forms to clients. The extension permits UBS to mail the 2011 Information Returns (Forms 1099) by February 29, 
2012. 

Some forms will be mailed by Jan 31, 2012, mostly to accounts holding only equities and fixed income products. The 
remaining accounts holding mutual funds and UITs will be mailed as soon as the information is finalized by the issuer, 
either by February 15 or February 29. Securities that are likely to reclassify income include: Mutual funds, Real estate 
investment trusts (REITs), Unit investment trusts (UITs), & Certain Structured Products. 

However, as has been the case in past years, you may receive additional corrected Forms 1099, which UBS must provide 
to clients if we receive reclassified information from our vendors. 

A good rule of thumb is if you received corrected 1099s in the past few years, it is very possible you will be included in 
the mailing delay. Forms 1099-R and 1099-Q (retirement account and qualified education accounts) will still be mailed 
by January 31 . 
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Do you want your 1099 quicker? Use UBS Online Services and go right in and print up all your 1099 information. Don’t 
forget we also have the capability for Turbo Tax Import. Please let me know if you would like to be signed up for this. 

If you have any questions about this please feel free to call. 

Pearsall Financial Group Charity Challenge 

For the first quarter we have selected the Valentine Hit Parade to benefit the Adirondack Community Outreach 
Center , which raises money to fund programs such as: school supplies to children, Christmas toys for children, food 
pantry, and a clothing center to families in need. The Valentine Hit Parade will be held Saturday February 4th at 8pm at 
Tannery Pond Community Center. It will be a nice night of music by some local and non-local artists (see enclosed flyer). 
Tickets are $20 in advance and $25 at the door and all monies go to support a great cause and the people in our 
community. 

Past recipients of the Pearsall Financial Group Charity Challenge have been the Regional Food Bank of Northeastern 
New York, The Glens Falls Lions Club, The Saratoga Center for the Family, Caritas Inc. of Glens Falls, North Country 

Hardship Fund, Empire State TAPPI/NY Canadian Scholarship Fund, 
Ronald McDonald House Charities, the St James Episcopal Church in 
Lake George, and now the Adirondack Community Outreach 
Center. 

As a reminder we're accepting applications until Thursday March 1st 

2012 for our second quarter 2012 charity match. We will continue 
matching the profits raised up to $2,000 from the charitable events 
we select until the Dow Jones Industrial Average reaches a new 
high. The last record high on the Dow was 14,087.55 set October 
1, 2007. 

Our challenge to you is to get involved in a not-for-profit and its 
fundraising. Submit your fundraising event to us. On a quarterly 
basis we will select one event. For this upcoming quarter, to be 
eligible, the event you wish to get involved in must be held between 

April 1st 2012 and June 30th 2012. . For this event we will help publicize the event by mailing a flyer to all of our other 
clients. For the event we designate each quarter, the Pearsall Financial Group will also match the first $2,000 raised. An 
application is enclosed. Since the start of this program we have matched donations of over $13,000. Please call us with 
any questions. 

In October we were happy to match $2,000 in profits raised 
by St James Episcopal Church 
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The information contained herein has been obtained from sources believed to be reliable, but we cannot guarantee its accuracy of completeness. Neither the 
information nor any opinion expressed constitutes a solicitation for the purchase or sale of any security. Past performance is no guarantee of future results. 
Prices, yields, and availability are subject to change. Neither UBS Financial Services Inc. nor its employees provide tax or legal advice. You must consult with 
your tax and/or legal advisors regarding your personal circumstances. Past performance is no guarantee of future results. Indexes are unmanaged and 
unavailable for direct investment. 

CFP® is a certification mark owned by Certified Financial Planner Board of Standards, Inc. 


