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            market news www.trianglesecurites.com January 5, 2011 1301 Annapolis Drive • Raleigh, NC 27608 • 919.838.3221 • toll free: 877.678.5901 Source: Strategas 20% Odds of Bad News: For those predict- ing the very worst outcomes, they may even- tually be right; however, no one knows for sure the opportunity costs of completely ignoring ﬁnancial assets. Among the major known negatives could be attacks on Iranian targets, skyrocketing crude oil and gasoline prices, a collapsing Euro-dollar, trade/cur- rency wars, a double-dipping U.S. housing market, and investors ﬂeeing ﬁxed-income in favor of, not stocks, but their mattresses, as they still do not trust equity markets . . . . 20% Odds of Very Good News: is sce- nario takes stock markets to new all-time highs. Among the major known positives could be a “real” soﬅ-landing engineered in China, Iran and North Korea quietly yield to international pressures and fall out of the headlines, U.S. unemployment moves below 9%, and genuine bi-partisan cooperation among U.S. political parties leading to real- istic agreements for solutions to structural problems . . . . 60% Odds of Tug-of-War: is scenario is driven by themes witnessed in 2010 with more of the same battles and a slight bias toward centrist actions. Here, reﬂation and deflation continue trading blows to the economy, financial markets, and investor emotions. The economy does not heat up enough to merit any rate hikes and slightly favorable changes in global balances of trade and consumption occur. We look for U.S. consumption as a percentage of world GDP to decline further toward 15% (now roughly 17%) as U.S. export initiatives gain trac- tion. e opportunity is there as global con- sumers reach for a higher quality of life. Yes, American jeans are popular, but so are basics like food, water, and power. e low end of the projections developed by the United Nations puts the 2050 world popula- tion at just under nine billion. www.trianglesecurites.com Triangle Securities Wealth Management Reward and Risk Scenarios for 2011: Michael D. Hakerem , CFA®, Chief Investment Officer. Michael leads the TSWM portfolio manage- ment team with a passion for the highest standards of integrity and professional excellence. He is responsible for advice that includes asset allocation, tactical strategy, securities analysis and portfolio implementation. Lost Decade?  A headline grabber that feeds right into investors’ anxieties about U.S. stocks, it is true that the market cap weighted S&P 500, an index that includes 500 leading compa- nies of the U.S. economy, is still well below the high marks reached in March 2000 and October 2007. However, better selection among U.S. large cap equities and diversification into domestic small and mid-cap stocks should have achieved better results. Furthermore, diversification into ﬁxed-income and other securities should continue to improve returns and lower overall portfolio risk. Index 3/31/00 12/31/10 Total- Returns S&P 500 Market Weight 1,499 1,258 2.3% S&P 500 Equal Weight 1,135 1,915 102.2% Russell Mid-Cap 3,176 5,885 85.3% Russell Small-Cap 2,092 3,500 67.3% The S&P 500’s price has risen nearly 85% since its closing low on March 5, 2009: It is still down nearly 20% from its October 2007 high. Tactically, we con- tinue to favor select stocks on value, dividend growth potential, and as a more attractive hedge to inﬂation and the threat of higher interest rates. We feel an allocation to TSWM’s pro- prietary Hybrid asset class offers compelling reward-to-risk character- istics as a complement to portfolios where suitable. Although there is a tendency to consider fixed income investments as more predictable than stocks, we believe bond funds and individual bonds carry some degree of special risks in 2011. We remain extremely selective with ﬁxed-income securities, always disciplined to ana- lyze risks such as credit, maturity, reinvestment, and liquidity. From a strategic perspective, it still makes sense to focus on areas of somewhat greater client control: saving, spend- ing and occupational choices. 
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market newswww.trianglesecurites.com
 January 5, 2011
 1301 Annapolis Drive • Raleigh, NC 27608 • 919.838.3221 • toll free: 877.678.5901
 Source: Strategas
 20% Odds of Bad News: For those predict-ing the very worst outcomes, they may even-tually be right; however, no one knows for sure the opportunity costs of completely ignoring financial assets. Among the major known negatives could be attacks on Iranian targets, skyrocketing crude oil and gasoline prices, a collapsing Euro-dollar, trade/cur-rency wars, a double-dipping U.S. housing market, and investors fleeing fixed-income in favor of, not stocks, but their mattresses, as they still do not trust equity markets . . . .
 20% Odds of Very Good News: This sce-nario takes stock markets to new all-time highs. Among the major known positives could be a “real” soft-landing engineered in China, Iran and North Korea quietly yield to international pressures and fall out of the headlines, U.S. unemployment moves below 9%, and genuine bi-partisan cooperation among U.S. political parties leading to real-istic agreements for solutions to structural problems . . . .
 60% Odds of Tug-of-War: This scenario is driven by themes witnessed in 2010 with more of the same battles and a slight bias toward centrist actions. Here, reflation and def lation continue trading blows to the economy, financial markets, and investor emotions. The economy does not heat up enough to merit any rate hikes and slightly favorable changes in global balances of trade and consumption occur. We look for U.S. consumption as a percentage of world GDP to decline further toward 15% (now roughly 17%) as U.S. export initiatives gain trac-tion. The opportunity is there as global con-sumers reach for a higher quality of life. Yes, American jeans are popular, but so are basics like food, water, and power. The low end of the projections developed by the United Nations puts the 2050 world popula-tion at just under nine billion.
 www.trianglesecurites.com
 Triangle Securities Wealth Management Reward and Risk Scenarios for 2011:
 Michael D. Hakerem ,
 CFA®, Chief Investment
 Officer. Michael leads the
 TSWM portfolio manage-
 ment team with a passion
 for the highest standards of
 integrity and professional
 excellence. He is responsible for advice that includes
 asset allocation, tactical strategy, securities analysis
 and portfolio implementation.
 Lost Decade?�A headline grabber that feeds right into investors’ anxieties about U.S. stocks, it is true that the market cap weighted S&P 500, an index that includes 500 leading compa-nies of the U.S. economy, is still well below the high marks reached in March 2000 and October 2007. However, better selection among U.S. large cap equities and diversification into domestic small and mid-cap stocks should have achieved better results. Furthermore, diversification into fixed-income and other securities should continue to improve returns and lower overall portfolio risk.
 Index 3/31/00 12/31/10 Total-Returns
 S&P 500 Market Weight
 1,499 1,258 2.3%
 S&P 500 Equal Weight
 1,135 1,915 102.2%
 Russell Mid-Cap
 3,176 5,885 85.3%
 Russell Small-Cap
 2,092 3,500 67.3%
 The S&P 500’s price has risen nearly 85% since its closing low on March 5, 2009:
 It is still down nearly 20% from its October 2007 high. Tactically, we con-tinue to favor select stocks on value, dividend growth potential, and as a more attractive hedge to inflation and the threat of higher interest rates. We feel an allocation to TSWM’s pro-prietary Hybrid asset class offers compelling reward-to-risk character-istics as a complement to portfolios where suitable. Although there is a tendency to consider fixed income investments as more predictable than stocks, we believe bond funds and individual bonds carry some degree of special risks in 2011. We remain extremely selective with fixed-income securities, always disciplined to ana-lyze risks such as credit, maturity, reinvestment, and liquidity. From a strategic perspective, it still makes sense to focus on areas of somewhat greater client control: saving, spend-ing and occupational choices.
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We introduced the theme of Reflation II: Part B in a memo circulated for a meeting on December 14, 2010. While we do not necessarily believe that all of the strategies used by the White House, Congress, Treasury and the Federal Reserve are “right,” we do recognize that, at least for now, the reflation efforts bring a high proba-bility of inciting certain short-term reactions from other market participants.
 2 www.trianglesecurites.com
 Memo: December 14, 2010
 RE: Raising Reward and Risk Levels to incorporate new information in U.S. and overseas:
 • Past Market updates to clients entitled Reflation II (June 2009) and Reflation and Momentum: Are they sustainable? (Fall 2003)
 • 2011 begins with Reflation II: Part B
 • Moderate and self-reinforcing recovery still elusive: watching the 1,252 test of the pre-Lehman Brothers S&P 500
 • Dividend and capital gains tax implications have caused immediate responses via corporate dividend raises and removal of selling catalyst (higher tax rate avoidance)
 • Focus now shifting whole-heartedly to 2011: Wall Street is raising estimates for U.S. Real GDP (3.5%), S&P 500 earnings ($92–$100) and risk assets (stocks, commodities, emerging markets).
 • New perceived “centrist” political environment in U.S. — Bill Clinton at the Obama presidential podium was an especially interesting tactic
 • Europe has “felt” better in terms of action and rhetoric; economic measures have not been as bad as feared just a few weeks ago
 • China continues to show growth and a very gradual approach to slowing the pace of capital flows and inflation; much anticipated 5–Year Plan is due in March 2011
 With each new market update comes a new set of questions to contemplate and usually the assessment or rethinking of his-tory’s many repetitions. We tend not to think in terms of a single forecast but rather in a range of potential outcomes, each with some probability attached to it. We envision 2011 with the full knowledge and expectations that events are affected in different ways depending on the existing conditions, and that unknowns by their very nature will have the most impact on clients’ finan-cial plans and portfolio returns and risks. The amount of outside, non-fundamental factors that influence the daily valuation of individual securities is astonishing. The pure speed of informa-tion/mis-information, popularity of basket trading (ETFs), vol-ume of derivative products, quantitative day trading and flash crashes make investing a challenge. The headlines will not be smooth as the 112th Congress battles, gasoline prices ebb and f low, unemployment hits fits and starts, and China bounces between “overheating” and “hard-landing.”
 Every Tuesday at 9am, the TSWM team gathers around a con-ference table where most come armed with caffeine and pencils, ready to engage in meaningful discussions. We study those things
 Would you rather be right, or make money?
 that are harder to control like stocks, bonds, the economy, politics, and newspaper headlines. We spend a lot of effort on important items where control is a little better: financial planning, diversifica-tion, and how best to communicate with our family of clients.
 Figure 2: Back to World War II levels, Congress must get serious about making
 cuts in annual public spending of at least 1-2% of gross domestic product (GDP)!
 (Chart courtesy Strategas.)
 Figure 1: Retail sales help to illustrate short-term boosts of confidence except more
 domestic spending is not the answer to our structural issues. We need to save more,
 leverage less, and export more to global consumers.
 311.9
 U. S .ASSETS
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Continued on page 4
 3
 As we approach the investing year of 2011, every client with whom we speak has expressed concern on issues such as mounting national deficits, combative politics, size of government, weakening dollar, fear of inflation, high unemployment, European debt and political crises, condition of real estate markets, health care reform, and state & local balance sheets. The real frustration will be that all of the above issues are structural: meaning short-term stimuli, forbearance and symbolic regulatory changes are not sustainable solutions. One thing to count on in 2011 is that once again human nature will be on full display. Greed, fear, common behavioral mistakes and volatile “uneconomic” decision-making will jolt indi-vidual stocks and drive major themes like gold, emerging markets and fixed-income investing.
 The 2008-2009 recession was the longest and deepest since the 1930s. While the recession has officially concluded, we believe the environment feels very vulnerable to new or revisited economic shocks. This recovery is slow by historical precedent and many structural barriers still impede faster progress. Although official government numbers are not final, gross domestic product minus inflation grew barely above 2.5 percent in 2010. After the early-1980s recession, which was severe but not driven by financial turmoil, the United States had five straight quarters of growth at an annual rate of 7 percent or greater.
 Consensus forecasts and first-look economic data will be better as the year begins. United States corporate profit growth is expected to hit an all-time high with estimates for 13% year-over-year growth. Economists estimate real gross domestic product growth to best 2010’s 2.7% performance with expectations now in the 3.5% to 4.5% range. Global growth should also turn in a healthy 4% growth rate with Africa, South America, the Middle East and South Korea grab-bing headlines with new trade agreements and growing demand for goods and services. The extension of the Bush tax regime removed a
 Figure 3: More jobs are essential to economic growth and the 2012 elections. New
 tax and benefit initiatives should give a jolt to jobs data in early 2011. Unfortunately,
 the unemployment rate will probably come down frustratingly slow due to a need for
 new industries, worker retraining, and global demand for exported products. There
 is also a pressing need to make clear what changes will come as the United States
 attempts to tackle deficits, 2013 taxes, health care, and entitlement programs.
 Employers are less likely to make major employee and capital investments in the
 current environment.
 Figure 4: Spreads on high-yield bonds have contracted considerably from the panic
 levels of 2008 and 2009. Corporations de-levered further in 2010 as they built cash
 balances and shifted financing strategies away from commercial paper and bank debt
 and into the long-term corporate bond market. Riskier companies will likely keep de-
 levering and our forecast for high-yield defaults in 2011 is very benign.
 Figure 5: If oil breaches the $100 mark, we think it taxes the economy with a direct
 hit to consumers’ pocket books and kicks off a speculative run in the commodity that
 could drive the price back to previous highs.
 Figure 6: If reflation wins in 2011 then the S&P 500 could challenge the all-time
 high of 1,576 back in October 2007. Our 60% Odds scenario translates into an S&P
 500 potential reward and risk of 1,463 and 1,100, respectively. Of course, there is
 a lot that could go wrong and unknowns surely lurk. We do know that Republicans
 have an incentive to block Obama’s 2012 re-election campaign. The GOP’s “A
 Pledge to America” campaign urges action to repair our economy and reclaim our
 government for the people. The coming political battles are not exactly a recipe
 for a quiet 2011!
 9.8
 84.13
 1.05
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Would you rather be rightContinued from page 3
 4 www.trianglesecurites.com
 selling catalyst in 2010, as qualified capital gains rates remain taxed at a maximum rate of 15 percent. The tax compromise also added a buying incentive for those investors seeking favorably taxed divi-dends. S&P 500 dividends were up 8.8% in 2010 with 2011 dividends estimated to grow at least 10%. This is still 18.5% off 2008 levels; however, it certainly helps stocks compete with low interest rates. The new legislation also included a payroll tax reduction of some $120 billion and extended unemployment benefits for an additional $80 billion. There is a recent improved momentum within regional economic indices, weekly initial unemployment claims, national durable goods orders, personal income and home sales. Despite new highs in retail sales, we hope U.S. citizens will further reduce debt obligations. According to Federal Reserve data, household debt service payments were 11.9 percent of disposable personal income in the third quarter of 2010 versus 14 percent in the third quarter of 2007.
 Monitoring the Federal Reserve will be of utmost importance in 2011. It is clear to us that Fed Chairman Ben Bernanke is very worried about deflation, as illustrated in his November 4, 2010 Op-Ed in the Washington Post. Bernanke advanced the argu-ment that the Fed was targeting a "wealth effect" in stocks and other risky assets, in hopes of getting people to consume off that perceived wealth. Bernanke confirmed a preference to reward risk-seekers and punish risk-averters as a means to shock the economy and avoid a Japanese style deflation scenario. From a longer-term perspective, the simple fact is that Fed-induced activities of this nature do not eradicate long-term structural problems. Over the short-term, Fed actions can undoubtedly postpone market declines and kick the can down the road. Nevertheless, as we have repeatedly observed, reflation strategies bring consequences; for example, an easy-money policy drives down the returns earned by prudent savers.
 Figure 7: The Federal Reserve will hold the line on near-zero overnight rates for as long
 as possible. We will watch the 10-year Treasury note as it oscillates on either side of
 3.25%. Some believe interest rates are likely to rise as pressure builds from a recuper-
 ating economy, inflation threats, and the continued high amount of government debt
 entering the marketplace. Others highlight the still greater deflationary threats where
 prices for goods and labor fall.Figure 8: The Fed’s preferred inflation gauge, the personal consumption expendi-
 tures (PCE) price index has reached its lowest level of the past year; the 12-month
 change in the PCE price index for core goods and services has also moved closer
 to zero. Taken directly from the December FOMC minutes, “The underlying rate
 of consumer price inflation in recent months was lower than the staff expected at
 the time of the November meeting, and the staff forecast anticipated that core PCE
 prices would rise a bit more slowly in 2011 and 2012 than previously projected. As
 in earlier forecasts, the persistent wide margin of economic slack in the projection
 was expected to sustain downward pressure on inflation, but the ongoing stability in
 inflation expectations was anticipated to stem further disinflation. The staff antici-
 pated that relatively rapid increases in energy prices would raise total consumer
 price inflation above the core rate in the near term, but that this upward pressure
 would dissipate by 2012.” This gauge may be a lot closer to 2% before the Fed
 retreats from its reflation strategies.
 Figure 9: The upward move in copper prices is indicating an outlook for more positive
 global economic scenarios. We will watch for indications that demand for copper is
 fundamental and not based on speculative activity.
 3.33%
 441.40
 0.8
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Patience, Discipline, Process, and Customization: Boldly written on the whiteboard in our chief investment officer’s office are four words we use to help guide the day-to-day care of your family’s wealth.
 • Patience helps to promote unemotional decision-making. When important long-term financial planning and portfolio manage-ment changes are under consideration, we purposefully take our eyes off the computer or television screen and newsstands. It is human nature to join the crowd’s euphoria or despon-dency, and after all, the media must promote their product with sensationalism.
 • Discipline translates into a steadfast adherence to portfolio man-agement strategies and financial plans. It can be tempting to chase the latest fad or to abandon well-reasoned plans out of fear or greed.
 • A Process is necessary to enable the above discipline when evalu-ating potential risks and opportunities. We evaluate individual investments and whole portfolios based on well-defined sets of reward and risk criteria. We establish buy limits and sell levels for each security. With the assistance of TSWM’s proprietary tech-nologies, we consistently review each portfolio under our care for asset, sector, security and style allocations, gains and losses, tax efficiencies, volatility, returns, and risk exposures.
 • A Customized approach is essential as every portfolio and family is unique. TSWM does not manage a single family relationship in exactly the same manner as another. There are no blanket recom-mendations, as what is right for your neighbor is probably not exactly right for you. Our client portfolios and investment results never mirror those highlighted in popular investment magazines, cocktail parties, or popular television segments. Of utmost impor-tance to our team is that we make decisions based solely on your unique goals and circumstances.
 Let us dig a little deeper
 • Asset Allocation . . . beyond stocks, bonds, and cash. We may have the right mix, for example, 65% stocks, 25% bonds, and 10% cash. However, we must seek to diversify and balance portfolios by sector, tax treatment, security type, and characteristics. Our goal is never to put together a haphazard list of Wall Street’s hot tips. Rather, we prefer to design an integrated portfolio that works to achieve the proper balance of reward and risk.
 • Reward and Risk Expectations . . . must be realistic. This is criti-cal to all aspects of a solid financial plan and the client-to-advisor relationship. We engage an array of methods and tools to illustrate realistic financial planning scenarios customized for each unique family. This highly detailed work presents a solid and deliberate foundation for TSWM’s constant process of design, implementa-tion and monitoring of client’s assets.
 • Prudent Advocacy . . . decisions based on today’s reality. We make sound financial decisions based on good principals and the best information available from the most reliable resources. Second-guessing in hindsight or falling prey to emotional decision-making does not consistently bode well for successful wealth management.
 Looking for something reliable in 2011 . . . Triangle Securities Wealth Management
 5
 There will be many uncertainties in 2011. Rest assured that we remain constant in our
 vision for bringing the very best wealth management services to our family of clients.
 Positioned as a trusted and independent advocate for our family of clients, we com-
 mit to proceeding by means of the most prudent investment and financial planning
 disciplines developed by the Triangle Securities Wealth Management team.
 Emotional Cycle of Investing
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Snippets of Interest
 Third-Year Presidential Cycle
 In an analysis of market peaks and valleys over election cycles dating back to 1914, the Dow Jones Industrial Average has not seen a negative performance since the 2.9% decline in 1939. The smallest midterm market advance was a 14.5% gain in 1947 during the industrial construction after World War II. In 1979, during an economic downturn and the Iranian hostage crisis, the mid-term rally was 21%. In the midst of the economic collapse in 1931, the Dow's midterm rally was 23.4%. During the Vietnam War in 1967, the Dow's rally was 26.7%. And, during the period ending Oct. 9, 2007, with the country in two wars, the Dow reached its all-time high of 14,164 for a midterm rally of 32.8%. Dating all the way back to Andrew Jackson in 1833, the Dow has seen an average one-year gain of 10.5% during the third year. Over that 177-year period, which has included 44 third-year markets, the Dow was positive 33 times and negative 11 times for a total gain of 464%. The biggest return was 81.7% in 1915, during the third year of Woodrow Wilson's first term. The Dow gained 30.5% in 1919, during the third year of President Wilson's second term. The worst third-year performance was in 1931, when the market lost 52.7% under Herbert Hoover. Special thanks to Trader's Almanac.
 • More U.S. companies had their bond credit ratings boosted by Standard & Poor’s this year than saw them cut for the first time since 1997 as borrowers increased profits and stockpiled cash. S&P upgraded 757 companies com-pared with 722 downgrades, according to data compiled by Bloomberg. In addition, S&P boosted grades for non-financial companies 1.5 times as often as it cut them, while Moody’s Investors Service issued 1.9 upgrades across those sectors for every downgrade, the companies said. Bloomberg.com
 • December 2010 was the busiest month for bank mergers and acquisitions in more than two years, with a total $6.25 billion in announced deals, accord-ing to SNL Financial.
 • During the past year, corporate-tax revenue has soared 87%. Overall tax receipts of local and state governments increased 5.1% in the third quar-ter compared with the same period last year, according to the Bureau of Economic Analysis.
 Past performance does not indicate future results and there is no assurance that any forecast/targets will be obtained. The charts and indices have been included to provide you with an understanding of their historic long-term performance and are not presented to illustrate the performance of any security. Source of Graphs: Thomson Reuters Baseline. Investors cannot directly purchase an index. The S&P 500 is (a registered trademark of McGraw Hill Inc.) an unmanaged, index of common stocks. This was prepared by, or obtained from, sources believed to be reliable and represent the views of Michael Hakerem. Any market prices are only indication of market values and are subject to change. The material has been prepared, or is distributed, solely for informational purposes and is not a solicitation or an offer to buy any security or instrument, or to participate in any trading strategy. Triangle Securities Wealth Management, Inc. does not provide tax or legal advice.
 Table courtesy of Standard & Poor’s Equity Research.
 Triangle Securities Wealth Management is an independent registered investment advisor pro-viding customized asset management and com-prehensive financial planning services.
 Our mission is to help our clients achieve the peace of mind that comes from placing their financial wealth in the hands of caring, compe-tent and experienced people. We are in business to serve our clients.
 Our core values describe who we are and what we stand for, as well as what our clients can expect from us everyday.
 Trust. Service. Value.
 The trust we establish with our clients is para-mount in creating long term relationships.
 We strive to provide an exceptional level of ser-vice at all times by anticipating the needs of our clients and then exceeding expectations.
 Our clients should expect to receive more value from us than they can get anywhere else.
 Please note: When you send us a check, don’t forget to make it payable to “Charles Schwab,” not Triangle Securities.
 Triangle Securities News is published by Triangle Securities
 1301 Annapolis Drive, Raleigh NC 27608
 phone 919.838.3221 toll free 877.678.5901
 fax 919.838.9081
 www.trianglesecurities.com
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