





Investment Strategy

by Kurt Spieler, CFA, Chief Investment Officer - kspieler@1stnationalbank.com

With over 140 years of combined
experience, our team of highly qualified
portfolio managers uses a long-term
methodology to investment strategy that
does not depend on a top-down economic
approach. Our investment goal is to
achieve above-average market returns
with below-average price volatility. We
believe that active portfolio management
based on fundamental research, proven
portfolio theory and diversification

will increase investment returns while
limiting risk. The following describes our
equity strategy:

Core

Our equity approach is characterized
as core because we research companies
in every industry. We analyze sectors
traditionally considered more value-
oriented, like consumer staples, for
example, as well as traditional growth

Figure 1.
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sectors, such as technology. We

venture to invest in companies that
have been gaining market share and
show significantly higher than average
growth prospects within their respective
sector. Common characteristics include
technological leadership, product
innovation, research and development
advantages, lower cost production and
proven management skills. Companies
selected are well established, with ample
research coverage, a superior historical
track record and sustainability of that
verification into the future. The valuation
discipline is key to providing above
average returns at reduced risk levels.

Multi-cap

As part of this philosophy, we research
small, mid and large cap companies and
make investment decisions based on the
fundamentals of the company, not whether
the company is too small or large. We
believe this multi-cap focus increases the
opportunity to provide superior risk-
adjusted returns.

Diversification

We focus on absolute returns and
diversification. Our multi-cap strategy
avoids concentrations in economic sectors
and diversifies portfolios across a broad
spectrum of industries. A typical portfolio

will usually hold between 50 and 60
equity positions. This has resulted in
lower volatility of our managed portfolio
relative to the Standard & Poor’s

500 Index over the past decade while
providing above average returns.

(See Figure 1)

Investing in You

Successful wealth management is a
complex process that requires extensive
planning, implementation and ongoing
attention. For more than 60 years,
clients have trusted Investment
Management & Trust, and now, with
nearly $1.5 billion in assets we are a
large, full-service provider of fiduciary
services in Colorado. Whether seeking
financial planning, investment
management, trust and estate planning,
or comprehensive retirement plan
administration, we provide uniquely
personal services for individuals,
corporations, public entities and
foundations.

This publication does not constitute legal, accounting or other professional
advice. Although it is intended to be accurate, neither the publisher nor
any other party assumes liability for loss or damage due to reliance on this
material. The general information in this publication is not intended to be
nor should it be treated as tax, legal, or accounting advice.

Not FDIC Insured ® May Go Down in Value ® Not a Deposit
Not Guaranteed By the Bank ® Not Insured By Any Federal
Government Agency

2007 2006 2005 2004 2003 2002 2001 2000 1999 1998

FINB Equity 13.83% 11.08% 8.96% 19.67% 35.10% -13.57% -1.25% 9.55% 15.46% 10.74%
Composite

S&P 500 5.49% 15.79% 4.91% 10.88% 28.68% 22.19% 11.88% 9.11% 21.04% 28.58%




The Future of Retirement

The number of Americans age 65 to 69
is projected to rise by a remarkable 28%
from 2000 to 2010. Americans age 50
and over control half of the country’s
discretionary spending, an estimated
$1.7 trillion in 2007. They control 77% of
the wealth. The life expectancy of those
who reach age 65 continues to grow, and
even more important, they are staying
healthy and active longer. The number
of millionaire households (exclusive of
home values) is variously estimated
from 4 million to 9 million, and the vast
majority of these are older Americans.

The baby-boomers are coming.
Retirement never will be the same.

New Definitions

Older Americans are participating in
the labor force longer. In the 1980s just
under 16% of men 65 and older were still
working compared to 19% today. Early
retirement at age 62 has declined from
17% in the 1983-1987 timeframe to 10%
in 2003-2006.

Significantly, this is because retirees
want to have a productive life more

than they want leisure. According

to studies, only one in every four
Americans age 50 to 70 agrees with the
statement that retirement marks the end
of one’s productive years. Nearly 70% of
workers expect that they will continue

to work full- or part-time after they

retire from their primary career. But as

Figure 2. Necessity or pleasure?

For those who say that they expect to work after

retirement, most will do so because they want to,

not because they have to.

Have to -

Want to

Less than $30,000 46%

$30,000 - $49,000

$50,000 - $99,000
$100,000+

58%
61%
75%

HS grad or less 54%

Some college
College grad
Women
Men
All employed, non-retired

61%
65%
57%
62%
60%

Source: Pew Research Center, 2006

Figure 2 shows, the impulse doesn’t
come from an expectation of financial
need; staying productive is something

that most people want to do.

A surprising number of retirees are
starting their own businesses. In fact,
as Figure 3 shows, among those who
are still working, the older one gets,
the more likely it is that one will be self
employed. The number of individuals
starting their own business in the
55-64 age group has risen by 29% since
2000, the U.S. Department of Labor
reports. If that trend continues, this
age group will found roughly 3 million

new businesses by 2010.

Figure 3. Self-employment (%) among
persons working for pay. sy o, in 2002

Those who continue to earn after retirement
are increasingly working for themselves.

59%

55-59 60-64 65-69 70-74 75-79 80-84

Source: U.S. Dept. of Health and Human Resources




Early Issues
Here is a brief sampling of some of the
questions that you’ll need to address as

you approach your retirement:

Closely held businesses. If you

own all or part of a business, should your
shares be redeemed by the company when
you retire? Should you sell to a family
member? To an outsider? What about a

merger with another firm?

Personal investments. Retirement
means that your investment goals will
shift: less emphasis on capital growth,
more concern with capital preservation.
But don’t forget protection of your
purchasing power. The sooner that you
reach tentative decisions on how you want
to allocate your invested funds when you
retire, the more opportunity you will have
to make necessary portfolio adjustments

on a favorable basis.

Pensions and retirement funds.
If married, should you choose a joint-
and-survivor annuity or elect to receive
higher payments for your lifetime only?
(The latter choice may be better if your
spouse also has good pension coverage.)
Some plans offer the additional choice of a
single lump sum payment of your pension
benefit. Other types of retirement plans,
such as profit sharing and 401(k) plans,
typically pay their benefits as lump sums,

but may include an annuity option.

If early retirement is under consideration,

be certain that you understand how much

your pension benefits may be reduced.

The cutback could be severe.

IRA rollover. If you’ll be receiving one
or more lump sum distributions, you’ll
have a major income tax decision to make.
Should you preserve your tax deferral by
arranging for a direct rollover to an IRA?
The answer could depend upon whether
you really are retiring or are about to

embark on a second career.

Estate planning. Retirement is a
moment for will review, and possibly new
trust arrangements. Don’t be surprised
if your estate adds up to more than the
$2 million limit that is allowed to pass

free of federal estate tax.

Flexible Tool for
Retirement Security

By means of an arrangement called a
revocable living trust, retired men and
women draw upon our knowledge in
investments without tying up their money
or locking themselves into a program that

cannot be changed.

With this highly flexible arrangement,
we supply full investment management
supervision, or submit recommendations
for approval, as the client prefers. As
trustee, we also provide safekeeping for
securities, maintain the records needed
for tax and investment purposes, redeem
called or matured bonds and take care of

other routine portfolio chores.

Our customers can revise or expand the

directions that they give us whenever they

wish. They can add money to the trust for
investment, make withdrawals or cancel

the entire arrangement.

With all this flexibility, a revocable
trust can offer significant additional
advantages, including financial
protection in the event of incapacity
and probate avoidance. The trust can
be the cornerstone of a fully developed
estate plan. If you have not investigated
the advantages of a revocable living
trust already, put it high on your list of

retirement options worth exploring.

We’ve worked with a broad spectrum

of business owners, executives and
professionals to solve the challenges and
maximize the opportunities associated
with retirement. Whether you are
looking for retirement planning, business
succession planning, IRAs, financial
planning, investment management or
trust and estate services, we stand ready
to propose realistic strategies geared

to your needs.
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Investment Management & Trust Seminars

Meet David White David R. White

Assistant Vice President, Relationship Manager

David brings over twelve years of experience in the field of retirement plan administration
and recently came from Merrill Lynch in Denver, CO to work for Investment Management
& Trust. David is responsible for providing relationship management services for
institutional investment clients. He received his Bachelor of Arts degree in Business
Administration from Fort Lewis College and his MBA from the University of Colorado.
David has completed the American Society of Pension Actuaries’ Pension Administration

and Daily Valuation Certification courses.

Questions? David can be reached at 970.495.1283 or davidwhite@1stnationalbank.com.

March /April 2008

Importance of a Will

2:00 p.m. — 3:30 p.m., Thursday, March 20, 2008
Poudre Valley Hospital, Mortenson Room
1024 Lemay, Fort Collins

Whether you are thinking about drafting a will, or reviewing your current one, this seminar will be helpful to you. Barbara Albert,
on behalf of Investment Management & Trust, will examine:

Decisions to discuss with the attorney who is drawing, or amending your will
How to distribute household goods and personal effects

Responsibilities of your personal representative (executor) and trustee

What happens if you are disabled by accident or age

How estate tax laws might affect your will

What to do if you’ve changed your mind about your beneficiaries

How an increase or decrease in your assets could impact your plan

The role Investment Management &Trust will play in executing your instructions
The pros and cons of a living trust

How to coordinate the ownership of your property with your estate documents

Where to store your documents

No charge, but reservations are requested. As co-sponsor of this seminar, the Aspen Club at Poudre Valley Hospital and
Medical Center of the Rockies will be taking reservations at 970.495.8565 or 970.495.8560.




Charitable Giving 2008: Ten Things You Need to Know

8:30 a.m. — 12:30 p.m., Wednesday, March 26, 2008
Long’s Peak Room, Medical Center of the Rockies (lower level)
2500 Rocky Mountain Avenue, Loveland

First National Bank Investment Management & Trust, Poudre Valley Health System Foundation and the Colorado Planned Giving
Roundtable are sponsoring this special symposium specifically tailored for non-profit staff, non-profit boards and professional
advisors who want to learn:

e How the market, economy and taxes affect charitable giving
e Results of the newest studies regarding professional advisors working with charitable organizations
e Who will benefit from the new life insurance charitable gift plan

e Laws in 2008 that may affect your gift planning strategies

Credit is available as follows: 4 CLE credits for attorneys, 3 CE credits for CFPs® 3 CE credits for insurance professionals,
and CPA letters of credit. For more information visit www.cpgr.org. Cost is $40 per person and includes breakfast (credit
cards and checks accepted). Register online at www.cpgr.org by March 17, 2008, or contact Tina Drum, Executive Director,
Colorado Planned Giving Roundtable at 303.932.6168 or via email at cpgr@msn.com.

How to Simplify Your Finances

10:30 a.m. — 11:30 a.m., Tuesday, April 22, 2008
The Worthington
900 Worthington Circle, Fort Collins

What can you do to simplify your finances? Norm Rehme, CRSP and Relationship Manager at First National Bank Investment
Management & Trust will talk about how to decrease and consolidate your paperwork, automate your financial services, and what it
takes to get your finances in order in case of incapacity. No charge, but reservations are requested. RSVP to Andrea Hammons

at 970.419.5721 or email ahammons@1lstnationalbank.com.

Receiving Wealth: What to Do With It
2:00 p.m. — 3:30 p.m., Tuesday, April 29, 2008
Boulder Country Club

7350 Clubhouse Road, Boulder

Have you recently been the recipient of lump-sum life insurance proceeds? Are you experiencing stress and guilt over inheriting
assets from a loved one? Are you concerned about the tax implications of your lottery winnings, or how to invest the money to benefit
your heirs as well as your favorite charity? Few people have the expertise to deal with sudden wealth and often just deposit the
money into a money market account or CD until they decide what to do next. So what exactly should you do next? Jacqui Zipser,
Vice President and Manager of Fiduciary Services at Investment Management & Trust will teach you how to avoid drastic decisions,
how to set or review your financial goals during that time, how to choose a reputable financial advisor and what to do to get your
estate planning documents in order. No charge, but reservations are requested. Please RSVP to Francie Sinton at 303.938.6183.






