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YEAR END MONEY MOVEMENTS
We’d like to remind you of some financial 
matters that should be addressed prior to 
year-end. We would encourage you to 
complete year-end money movements such 
as Required Minimum Distributions (RMDs), 
gifting to individuals, and gifting of stocks to 
charities by December 15, 2017.  This will help 
us to better serve you and give your custodian 
time to complete the transactions.  

If you have any questions, please do not 
hesitate to reach out to us at 503.906.9624 or 
800.685.7884 as well as by sending an email to 
mecatala@nwic.net.

CONGRATULATIONS CHEYNE! 
We are excited to congratulate Cheyne 
Sorensen on earning the Chartered Financial 
Analyst designation and for his promotion to 
Portfolio Manager. The Chartered Financial 
Analyst (CFA) designation is an internationally 
recognized, graduate-level program that 
provides a strong foundation of practical 
investment and portfolio management 
expertise. All four of our Portfolio Managers 
now hold this designation. 

At Northwest we put our clients' needs first 
rather than products or quotas. Our team has 
a wide breadth of experience, education, and 
credentials to develop a portfolio that fits each 
unique individual. We focus on the long-term 
so our clients can Live Well and Retire Better. 
Congratulations Cheyne!

NEW CLIENT PORTAL
Beginning third quarter of this year clients will 
be able to access account information that is 
updated every business day through our new 
client portal, Black Diamond. Online access 
will also still be available through your 
custodian. Please contact us if you would like 
access to your new client portal immediately, 
otherwise we will be rolling it out over the 
next quarter.

CONGRATULATIONS TO THE 
DOLLE FAMILY!  
We are thrilled to announce a new addition to 
our Northwest family! Alex and Vanessa Dolle 
are the proud parents of Ella Chase Dolle, born 
on September 30th at 10:02 a.m. weighing 7 
lbs 14 oz. We are excited for Alex and Vanessa 
as they begin the journey of parenthood and 
for all the adventures they have ahead!
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November 8 – Private Wealth Management Series
Cyber Security Training
Presented by Retired FBI Agent, Jane Brillhart
9:00 a.m. – 10:00 a.m.
Kruse Oaks I - The Meadows Conference Room
5300 Meadows Road, Lake Oswego, OR 97035

November 23 – Thanksgiving Holiday
Office Closed

November 24 – Early Market Closure 
Office Closed at 11:00 a.m. 

December 15 – Year End Money Movement Deadline

December 25 – Christmas Holiday  
Office Closed

January 1, 2018 – New Year’s Day 
Office Closed

Northwest Calendar
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Stocks added to their gains and records in the third 
quarter, with the S&P 500 closing at 2,519.36 and 
the Dow at 22,405.09.  These each represent gains 
of about 14% year to date.  Not even the prospect 
of a war of words between North Korea’s Kim Jong 
Un and President Trump becoming something 
more like a war has shaken the market for more 
than a few hours.

With investors embracing risk, smaller stocks and 
international stocks have performed well too.  
Smaller capitalization stocks are up about 11% year 
to date.  Developed international markets (like 
Europe) are up about 20% and emerging markets 
(like China) are up about 27% so far this year–both 
benefitting from a weakening dollar and improving 
economies.

All three of Northwest’s equity portfolios–Blue 
Chip, Equity Income, and Smaller Companies– 
continue to do well.  We did not have much trading 
activity in the portfolios this quarter, although as 
we carefully monitor the operating performance of 
our current holdings, we are generally pleased with 
how the companies are doing.  

In Equity Income portfolios, we added CVS Health 
(CVS).  CVS is a vertically integrated health care 
company, processing 1.3 billion pharmacy 
prescriptions a year as one of the largest Pharmacy 
Benefit Managers.  It also operates nearly 10,000 
pharmacies and 1,000 Minute Clinics.  CVS’s 
dividend yield is about 2.6%, it has high returns on 
capital, and is trading at an attractive discount to 
its intrinsic value. We expect predictable growth 

https://www.nytimes.com/2017/09/22/business/apple-investment.html

STOCKS UPDATEAuthors

Mark Scarlett, CFA
Portfolio Manager

Matt Roehr, CFA
Portfolio Manager

Alex Dolle, CFA
Portfolio Manager

Cheyne Sorensen, CFA
Portfolio Manager



driven by an aging population and while healthcare 
reform is a wildcard, the trend towards expanding 
healthcare access should be a net positive for CVS.  
Further, CVS should prove defensive in a recession 
or bear market.

In Blue Chip Growth portfolios, long-time holding 
Starbucks (SBUX) is once again trading far enough 
below our estimate of intrinsic value to be a good 
investment from a risk-return perspective.  We 
have moved it from a hold/source of funds to the 
buy list and, therefore, you may see that added to 
your portfolio if you do not already own it.

We thought you would find the chart on the 
previous page of some interest and, perhaps, the 
entire New York Times article (see link).  The chart 
displays the top 50 stocks in terms of wealth 
creation from 1926 to 2016.  The horizontal axis 
presents the number of years the company has 
been publicly traded while the vertical axis displays 
the total wealth created (basically a Company’s 
market value plus the sum of the dividends it has 
paid to shareholders). The size of each circle 
represents the compound annual return for each 
stock.

We know this is old news by now, but for some 
there are probably still many questions about what 
to do. Unfortunately, the breach occurred well 
before any consumers knew it had. It happened 
sometime from mid-May through July of this past 
summer. Here are the common recommended 
steps to take if you haven’t done anything yet.

1) Check if your information may have been 
compromised by going to: 
https://www.equifaxsecurity2017.com/
potential-impact/.

2) Monitor your bank and credit card statements 
for unusual activity. This is a good habit to get 
into as often fraud will occur with very small 
amounts that you wouldn’t normally catch by 
just looking at your balance. Make it a habit to 
check at least once a week for any charges or 
debits that don’t look familiar to you no matter 
how small it is. Contact the bank or credit card 
provider immediately if you do suspect 
fraudulent transactions.

3) Consider either doing a Credit Freeze or a 
Fraud Alert. You can learn about the differences 
between the two at:

https://www.consumer.ftc.gov/articles/
0497-credit-freeze-faqs#difference.

4) Consider signing up for a Credit Monitoring 
service. Equifax will give you a one-year 
subscription for free credit file monitoring and 
identity theft protection. They have said that you 
will not be charged or automatically re-enrolled 
at the end of the year.

At Northwest, we circulate a daily “money 
movement” report for the investment accounts we 
manage to each member of the firm to review 
in-flows or out-flows. We reach out to our clients 
when we see money movements that do not follow 
a typical pattern or are large amounts that we were 
not expecting. 

Please be careful when giving out personal 
information and never give out your Social Security 
number or Driver’s License number from an 
unsolicited in-bound email. Cyber criminals are 
very good at replicating logos in their phishing 
emails. Also remember, the IRS will never call you; 
it’s correspondence is done through U.S. mail.
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When it comes to interest rates the Federal 
Reserve continues to hog headlines at the expense 
of market forces. While both are responsible for 
moving the yield curve, the latter is more capable 
of influencing the long-end of the curve than the 
former. The “will they or won’t they” guessing 
game of the past couple years regarding rate hikes 
has given way to new guessing games for 
economists. Now the questions are: how will they 
reduce the balance sheet and who will lead the Fed 
come this January? Janet Yellen’s term as Chair of 
the Federal Reserve began in 2014, succeeding Ben 
Bernanke in the post. The term of Chairperson lasts 
four years, though her term as a governor on the 
Fed’s board is a 14-year term expiring in 2024. 
Yellen’s successor is yet unknown, though she 
remains a strong contender for the position after 
presiding over steadily decreasing unemployment 
and below-target, but stable inflation.

Another debate among Fed board members 
catching headlines is whether the US economy’s 
stalled inflation (the Fed targets 2% annual price 
increases as a healthy level that is neither too weak 
nor a sign of an overheating economy) is merely 

temporary or whether we’ve undergone a 
structural shift. If it is structural, bond holders at 
least, can take some solace in the fact that today’s 
historically low bond yields have less of an uphill 
battle versus inflation. However, as it relates to the 
economy broadly speaking, fixed income securities 
retaining their purchasing power is likely of 
secondary importance in the context of stagnant 
wage growth. Most at the Fed subscribe to a view 
of inflation in which prices rise more quickly as 
unemployment declines. The basic idea is that 
companies must offer higher and higher wages to 
attract labor. Currently, the Fed is confronting 
simultaneous low inflation and low unemployment, 
a phenomenon that inverts the “stagflation” 
experience of the 1970s, when both inflation and 
unemployment climbed.

The Fed has a duel mandate of full employment 
and stability of prices, which is why the 
relationship between the two merits scrutiny. The 
concern of investors and economists is that if 
inflation is structurally lower, then the Fed’s 2% 
goal, used in many of its models, may be wrong 
and the market has been right to doubt that the 

BOND UPDATE
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Fed can raise rates as quickly or to the levels it has 
previously stated it would. If the Fed is wrong 
about inflation it could potentially raise rates too 
fast for the economy to digest, leading to slower 
growth or a recession. A more likely scenario is 
that the Fed decides to focus on other tools in its 
tool belt and continues to raise rates very slowly, if 
at all, and by small increments. These other tools 
include the interest the Fed pays banks on deposits 
and actions it can take with its balance sheet.

Yields have been more rangebound through the 
first 9 months of 2017 than they have been since 
1965, having been locked between 2.01% and 
2.63%. Since hitting a high of 2.63% in March yields 
have been even less volatile spending the majority 
of the time between 2.20% and 2.40%. The fact 
that rates have fallen since the beginning of the 
year, aside from the influence of geo-political 
events, is likely due to investor doubts concerning 
the Fed’s ability to continue raising rates. 
Essentially, the markets believe inflation is 
structurally lower, but the Fed isn’t ready to make 
that concession.  Fed guidance per “the dot plot” 
suggests board members would like to see short 
rates closer to 3% by 2020.

For most of you reading this, the natural question 
is how will the Fed’s actions, and the movement of 
interest rates broadly, affect the bonds in your 
portfolio and the bonds to be purchased in the 
future. Although macroeconomic forces and 
headline events do impact the stocks and bonds 
we buy, our approach to bonds, much like how we 
buy stocks, insulates portfolios through our 
patience and attention to the underlying 
companies as opposed to larger economic themes 
and knee-jerk financial reporting. Please pardon 
the broken record, but by laddering portfolios out 
to 10 years and generally holding bonds until 
maturity, bond portfolios can perform their 
function despite changing interest rate 
environments. By limiting the number of maturing 
bonds in any given year, the portfolio benefits in 
rising interest rates environments as we reinvest 
maturing bonds in successive years at higher 
yields. By holding to maturity, when interest rates 
fall, the value of the bonds in the portfolio rise, and 
again because the portfolio is laddered by 
maturity, we aren’t forced to reinvest the majority 
of the portfolio while rates are lower. The Fed may 
choose to stay its course in the face of temporarily
or structurally lower inflation by raising interest 

THIRD QUARTER 2017

NORTHWEST NEWS

© 2017- Northwest Investment Counselors, LLC LIVE WELL. RETIRE BETTER.—5—
A Quarterly Publication by Northwest Investment Counselors

Rangebound 10-yr US Treasury Yield



THIRD QUARTER 2017

NORTHWEST NEWS

© 2017 Northwest Investment Counselors, LLC LIVE WELL. RETIRE BETTER.—6—

rates or shrinking its balance sheet. Although 
history suggests these actions can have the 
opposite of their intended outcome (i.e. boosting 
interest rates), laddered bond portfolios, with 
additional diversification across corporate, 
municipal, government agency, and US Treasury 
debt, are well suited for rate movements in either 
direction.

Looking specifically at investment grade (IG) 
corporate bonds, both year-to-date and in the 
third quarter, spreads (the amount earned on a 
corporate bond above the yield on a comparable 
Treasury) narrowed, which is to say that IG 
corporate bonds increased in price faster than the 
prices of Treasury bonds. In fact IG corporate 
bonds outpaced most fixed-income asset classes.

At least a portion of the outperformance, may be 
explained by increasing confidence in US companies 
as the economy continues to grow, a phenomenon 

also observed in the stock market. However, a 
greater portion, if not most, of the outperformance 
can likely be attributed to duration, the measure 
that describes a bond’s sensitivity to interest rates. 
When interest rates fall, as they have on the longer 
end of the yield curve in 2017, a bond with higher 
duration will increase in price by more than a bond 
with lower duration.  The Bloomberg Barclays US 
Corporate Bond Index has a duration of 7.5 versus 
a duration of 6.2 years for the Bloomberg Barclays 
US Treasury Bond Index, thus explaining most of 
the outperformance of US IG corporate bonds. Our 
portfolios tend to hold a higher proportion of IG 
corporate bonds than does our benchmark, and as 
such have performed well year-to-date. Since 
these trends can reverse, we will continue to buy 
and hold US Treasuries as well to keep what little 
volatility there is in the bond market at bay.
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Relative to 
S&P 500

NW BLUE CHIP GROWTH STOCKS

Top Stocks % of Total

Oracle Corp 5%

PepsiCo Inc 5%

Apple Inc

Microsoft 

4%

4%

Cisco 4%

Automatic Data Processing 4%

Accenture PLC 4%

Laboratory Corp 3%

Procter and Gamble 3%

Scripps Networks 3%

Top Stocks % of Total

AMN Healthcare 5%

Insperity 4%

Wynn Resorts

Broadridge Fin Sol

4%

4%

Fair Isaac Co. 3%

SEI Investments Co 3%

Generac Holdings 3%

Mettler Toledo International 3%

Price T Rowe 3%

Microchip Technology 3%

NW SMALLER COMPANIES STOCKS
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NW EQUITY INCOME STOCKS

Top Stocks % of Total

Johnson & Johnson 8%

Emerson Elec. 5%

Caterpillar Inc. 5%

Stanley Black & Decker 5%

Paychex 4%

Wells Fargo 4%

Sysco Foods 4%

Unilever 4%

Rockwell Automation 4%

3M Company 4%

NW INTERMEDIATE FIXED BONDS

United States Treas NTS 2.000% Due 08-15-25 1%

4.625% Due 10-01-20

Top Bonds Coupon/Maturity % of Total

Maxim Integrated Prods Inc 3%2.500% Due 11-15-18

United States Treas NTS 2.250% Due 11-15-24 2%

United States Treas NTS 2%1.750% Due 09-30-22

Carnival Corp

2%

1.875% Due 12-15-17 1%

United States Treas NTS 1.375% Due 06-30-23 1%

Mead Johnson Nutrition Co 4.900% Due 11-01-19

Fiserv Inc

1%

1%Agilent Technologies Inc 3.200% Due 10-01-22

United States Treas NTS 1%2.125% Due 12-31-21

Fixed Income Indices
Intermediate G/C (Barclays Int.)

1 Year

0.1%

3 Years

2.0%

5 Years

1.4%

Alternatives
Timber

Energy Infrastructure

Commodities

Real Estate

1 Year

35.1%

-4.0%

-4.3%

-0.3%

3 Years

12.6%

-7.5%

-15.2%

10.7%

5 Years

12.4%

--

-10.4%

-11.4%

Equity Indices
Large Stocks (S&P 500)

Small Stocks (Russell 2000)

International Stocks (EAFE)

1 Year

18.6%

21.0%

18.9%

3 Years

10.8%

12.3%

5.1%

5 Years

14.2%

13.9%

8.4%

MARKET INDEX DATA
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Please read this Disclosure section for a summary of changes made to our Form ADV Parts 2A & 2B, which we recently filed with 
the Securities and Exchange Commission (SEC). As a reminder, Registered Investment Advisers, like us, make at least annual filings 
with the SEC regarding changes in our business practices and how we manage money for our clients. It is the summary of these 
changes that you will find below in Disclosures. Should you want a complete copy of our Form ADV, please do not hesitate to 
contact anyone here at Northwest Investment Counselors.

Item 2 Material Changes

The following are material changes made since our last annual filing in 2016:
 • Item 8 Methods of Analysis, Investment Strategies and Risk of Loss 
  We stopped offering Cash Reserve Plus portfolios to new clients. 
  
 • Part 2b of Form ADV Item 4 
  We updated the disclosures regarding Michelle C. Garcia’s volunteer activities. 

Northwest Investment Counselors, LLC Privacy Policy
Northwest Investment Counselors, LLC, an investment advisory firm, is committed to safeguarding the confidential information of 
its clients. We do collect nonpublic personal information in order to open and administer your accounts with us and to provide 
you with accurate and pertinent advice. We hold all nonpublic personal information you provide to us in the strictest confidence. 
If we were to change our firm policy, we would be prohibited under the law from doing so without advising you first.
You may direct us not to make disclosures (other than disclosures required by law) regarding nonpublic personal information to 
non-affiliated third parties. If you wish to opt out of disclosures to non-affiliated third parties please contact us at (503) 906-9624.
Northwest Investment Counselors, LLC collects personal information about you from the following sources:
• Applications or other forms.
• Discussions with non-affiliated third parties.
• Information about your transactions with us or others.
• Questionnaires.
• Tax Returns.
• Estate Planning Documents.
Northwest Investment Counselors, LLC uses your personal information in the following manner:
• We do not sell your personal information to anyone.
• We limit employee and agent access to information only to those who have a business or professional reason for knowing, and 
only to non-affiliated parties as permitted by law. (For example, federal regulations permit us to share a limited amount of 
information about you with a brokerage firm in order to execute securities transactions on your behalf, or so that our firm can 
discuss your financial situation with your accountant or lawyer.)
• We will provide notice of changes in our information sharing practices. If, at any time in the future, it is necessary to disclose any 
of your personal information in a way that is inconsistent with this policy, we will give you advance notice of the proposed change 
so you will have the opportunity to opt out of such disclosure.
• We maintain a secure office and computer environment to ensure that your information is not placed at unreasonable risk.
• For non-affiliated third parties that require access to your personal information, including financial service companies, consul-
tants, and auditors, we also require strict confidentiality in our agreements with them and expect them to keep this information 
private. Federal and state regulators also may review firm records as permitted under law.
• We do not provide your personally identifiable information to mailing list vendors or solicitors for any purpose.
• Personally identifiable information about you will be maintained during the time you are a client, and for the required time 
thereafter that such records are required to be maintained by federal and state securities laws. After this required period of record 
retention, all such information will be destroyed.

Disclosures 
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