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NEW REPORTING SYSTEM

We will be switching over to a new portfolio 
management and reporting system this year 
to better support growth and improve 
efficiency.  What does this mean for you?  If 
you get your semi-annual reports from us via 
U.S. mail, you may see a little different format 
but not much should change.  We will be 
retiring reporting via Sharefile and Modest 
Spark after Q1.  So, if you get reports from us 
via one of those, we will be switching you over 
to the new online access.  We know changing 
can be difficult but we think you will really like 
the new reporting.  You will be able to view 
daily reconciled values and eventually we will 
roll out a feature which allows you to link 
accounts outside of our management (e.g., 
credit cards and bank accounts) so that you 
can get a more complete view of your net 
worth and progress towards goals.

CYBERSECURITY

We want to ensure that each of our clients 
understand their responsibility in protecting 
their confidential information and assets. At 
NWIC, we always work together to deter fraud 
and authenticate your identities when 
receiving fund transfer requests.  Keeping 
your assets safe and secure is a top priority.

Each quarter of this year, we will be sharing 
different ways you can protect your personal 
data on a daily basis. In 2014 alone, 17.6 
million people experienced identity theft. Of 
those 17.6 million people, 63% of confirmed 
data breaches involved weak, default, or 
stolen passwords. This quarter, we are going 
to share some tips from the FBI on how to be 
strategic with your usernames and passwords. 
Please take note of the following do’s and 
don’ts that we are suggesting, and take the 
time to make sure you are starting the year 
knowing your cyber identity  and assets are 
safer. 

DO

      Create passwords that are long and strong, 
using 8-12 characters, upper and lowercase 
letters, numbers, and symbols.

      Use a unique password for each account to 
prevent a quick and invasive attack on all of 
your accounts, known as credential replay.

      Change your password often. (General rule 
of thumb: Change passwords every 90 days.) 

    Where available, request a security token 
for two-factor authentication when accessing 
your accounts.

DON’T

   Use information that can be easily found 
about you online or otherwise.

      Share passwords with others.

      Store your passwords online.

      Use any part of your Social Security number, 
birth date, or other personal data when 
creating passwords.  

If you would like to learn more about 
cybersecurity, you can visit: 

https://www.fbi.gov/investigate/cyber
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January 20 – 46th Annual Estate Planning Seminar
Silver Sponsor

7:00 AM - 5:00 PM Oregon Convention Center

February 20 – Washington’s Birthday - Office closed 

March 1 – Private Wealth Management Series - 
Economic Overview 

Presented by NWIC Portfolio Management Team
9:00 AM - 10:00 AM
TBD

Northwest Calendar
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Stocks finished 2016 with a bang, as the rally 
following Donald Trump’s Electoral College win 
propelled many market indices to new highs.  A 
litany of market-friendly policies are expected 
from the Republican President and the Republican 
controlled congress, including: a less onerous 
regulatory environment, lower and simpler 
corporate and individual tax rates, a re-vamped 
and more efficient health care model, and 
increased infrastructure spending.  Offsetting 
these positives that many investors see are the 
realities of huge deficits and national debt levels, a 
dollar that has strengthened since the election, 
rising interest rates, and a mixed record of foreign 
policy that may evolve significantly from the 
experience of the last eight years.  This recent run 
up in stock prices has also pushed a market which 
seems pretty fully valued to higher levels, perhaps 
making true bargains harder to uncover.  However, 
there is some degree of optimism regarding 
corporate profit growth, which if it comes to 
fruition, would lead to lower valuation multiples.  It 
is perhaps noteworthy that analysts consistently 
are too optimistic on profits early in the year and 
reduce estimates throughout the year.

Graphically, below are the sector results since the 
election, perhaps evidencing where investors 
perceive new governmental policies will have the 
most effect:

Small cap stocks were the big winner in 2017 as the 
Russell 2000 Index rose 21.3% (including 
dividends), with an 11% gain in November alone.  
Large caps, as measured by the S&P 500 rose 12% 
for the year (including dividends).  Value stocks 
trumped growth stocks in virtually every sector.   
Looking forward, we don’t foresee another year of 
returns like 2016, although market returns are 
notoriously impossible to predict.  Rather, we base 
that judgment simply on our research and 
valuation work on individual companies with 
results that imply many companies trading near or 
above their intrinsic value.  Very broad-brush 
statistics might indicate that international markets, 
both developed and emerging, have a slightly 
better risk/reward trade-off than we have here in 
the US, but again, making macro predictions is 
difficult. 

However 2017 may unfold, more of our energy is 
expended digging through businesses one by one 
rather than attempting to judge the 
macroeconomic interrelations of the world today.  
Our best opportunity to build the wealth of our 
clients’ portfolios in stocks comes from a 
methodical and prudent research process built 
around fundamental analysis into the business 
prospects and current valuation of listed 
companies.  

STOCKS UPDATEAuthors
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Blue Chip Growth Portfolio

We began adding one new holding to our Blue Chip 
Growth Portfolio in the 4th quarter:  McKesson 
Corporation (ticker: MCK).  McKesson Corporation 
operates as a pharmaceutical distribution services 
and information technology company in the United 
States and internationally. It offers 
pharmaceuticals and medical supplies, and 
services for healthcare operations. The company 
operates in two segments, McKesson Distribution 
Solutions and McKesson Technology Solutions. The 
McKesson Distribution Solutions segment 
distributes branded and generic pharmaceutical 
drugs and other healthcare-related products; and 
provides practice management, technology, 
clinical support, and business solutions to 
community-based oncology and other specialty 
practices. This segment also provides specialty 
pharmaceutical solutions for pharmaceutical 
manufacturers; and medical-surgical supply 
distribution, equipment, logistics, and other 
services to healthcare providers. In addition, this 
segment operates retail pharmacies in Europe and 
supports independent pharmacy networks in 
North America; sells financial, operational, and 
clinical solutions to pharmacies; and provides 
consulting, outsourcing, and other services. The 
McKesson Technology Solutions segment delivers 
enterprise-wide clinical, patient care, financial, 
supply chain, and strategic management 
technology solutions; and connectivity, 
outsourcing, and other services, including remote 
hosting and managed services to healthcare 
organizations. This segment’s product portfolio 
addresses various healthcare clinical and business 
performance needs ranging from medication 
safety and information access to revenue cycle 
management, resource utilization, and physician 
adoption of electronic health records. This 
segment serves integrated delivery networks, 
hospitals, physician practices, home healthcare 
providers, retail pharmacies, and payers.  

Equity Income Portfolio

Stanley Black & Decker announced it would buy the 

Craftsman tool brand from Sears for about $900 
million.  While this is not a huge acquisition for the 
$17 billion market cap SWK, it does add a well 
known brand to their lineup.

We had no significant new positions added to the 
Equity Income Portfolio in Q4, nor did we sell out 
any individual positions in total.  Individual clients 
may have experienced some trading depending on 
their individual situation.  This implies that we 
were pleased to continue to own the stocks that 
are currently in the portfolio.  They are each a 
quality business with appreciation potential based 
on underlying fundamentals and current market 
pricing.

Smaller Companies Portfolio

We did not initiate any new positions in our 
Smaller Companies Portfolio in the quarter.  In fact, 
it was a pretty quiet quarter in terms of news or 
corporate developments.  The current holdings 
reflect good value, and while we continue to 
research new ideas, we’re happy to continue to 
own what is in the portfolio.

FOURTH QUARTER 2016

NORTHWEST NEWS

© 2017 Northwest Investment Counselors, LLC- LIVE WELL. RETIRE BETTER.—3—
A Quarterly Publication by Northwest Investment Counselors

A CFA? 
Our Portfolio Managers have all earned the 
Chartered Financial Analyst (CFA) 
designation, an internationally recognized, 
graduate-level program that provides a 
strong foundation of practical investment 
and portfolio management expertise. 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. Feel 
free to reach out to Mark, Matt  and Alex, 
your CFAs, with any questions you may have.



Finding new fixed income themes to write about 
for the last few years has been like trying to 
imagine a color you’ve never seen before.  There 
has only been one theme since the Great 
Recession: low interest rates. Sure, there have 
been a few noteworthy events such as 2013’s 
“Taper Tantrum,” a period during which US 
Treasury yields surged when the Federal Reserve 
threatened and then began reducing quantitative 
easing—to the tune of $10 billion per month.  
Yields rose and outflows from bond funds soared 
as investors sought to stay ahead of the Fed’s 
slowing bond purchases. The largest buyer in the 
bond market was declaring its intention to slow 
and then stop purchases, bringing back good old 
fashioned market-based supply and demand.  For a 
short while investor fears proved true, but in the 
beginning of 2014, for a variety of factors including 
weak manufacturing and the beginning of large 
scale quantitative easing from the European 
Central Bank, the great bull market in bonds 
continued in spite of the Fed, with the 10-yr US 
Treasury making an historic low in July 2016 
following Brexit.  

The only other major event in the multi-year 
period leading up to the fourth quarter of 2016 
was the Fed’s December 2015 decision to raise 
interest rates for the first time in nearly a decade.  
When the Fed “raises rates” it does so by targeting 
the Federal Funds rate, a short-term rate used for 
overnight lending between financial institutions. 
As we like to point out, while the Fed wields a great 
deal of power over the economy, moving markets 
by simply issuing statements, its control over 
longer-term rates can be limited, as we saw with 
global rates hitting all-time lows six months after 
the Fed hike.  The factors that impact longer-term 
interest rates can be macroeconomic forces such 
as inflation, economic growth expectations, and 
the somewhat complicated relationship between 
Treasuries, the oil price, and the Dollar, or they can 
be more surreptitious, such as foreign 
governments’ repositioning of reserves and large 
scale currency trading.        
                                                                                                                              
The chart below shows the run up in yields during 
the Fed’s reduction in bond purchases (the “Taper 
Tantrum”), the return to the secular bull market in 
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bonds from January 2014 to mid-2016, and the 
most recent spike in rates owing to the election of 
Donald Trump and the Federal Reserve’s second 
rate hike. The most cited explanation for the jump 
in rates, which at its peak was 100 basis points (a 
basis point is one one-hundredth of one 
percentage point) during the fourth quarter, is the 
perceived inflation resulting from fiscally 
stimulative Trump policies. Accompanying the 
higher inflation expectations was the 
anticipation—which proved accurate—that the 
Fed would raise rates for a second time by an 
amount of 0.25% to a range of 0.50% to 0.75%. The 
supporting data for the Fed, released recently in 
minutes from the meeting of the Federal Open 
Market Committee (FOMC) focuses primarily on 
labor market strength, one of its two mandates, 
with the other being stability of prices. With 
regards to the latter, the Fed appears to be less 
concerned with encroaching inflation than the 
financial press (or the bond market), referring to 
the balancing of factors that could keep prices in 
check, such as increasing productivity and a 
stronger dollar, which can reduce the input costs of 
higher economic activity.

In the time since the election, most normally 
structured bonds, even those we hold in fixed 
income portfolios, have declined in price as rates 
have risen quickly. In fact, as of the end of 
November, bonds had lost $1 trillion dollars in 
value globally. Because rates were so low to begin 
with, the one percentage point move has had an 
even bigger impact on prices, though rates remain 
low in a historical context. Barring issuer specific 
reasons, such as a meaningful decline in 
fundamentals or ill-advised M&A activity, we will 
hold these bonds to maturity, allowing the 
portfolio to recognize the positive yield to maturity 
(return) that we locked in upon purchase.  

We do our best to ladder bonds in our fixed income 
portfolios by maturity to take advantage of 
changing interest rates. As bonds come due in this 
year and the next, if rates increase, we are able to 
reinvest the proceeds from those bonds at the 
new, higher rates. Yes, the value of the bonds still 

in the portfolio will fall, but the prices will rise 
again as they approach maturity. A bond 
purchased last year at a yield of 2% will still have an 
overall return of 2% if held to maturity even if, for 
example, it’s currently down 5% price-wise from 
where it was purchased. Our portfolios are also 
diversified across Treasuries, corporate bonds, 
government agency bonds, and—where 
applicable—taxable and tax-exempt municipal 
bonds, to take advantage of opportunities and 
varying returns in a range of sectors.

Many times, a client or prospective client will ask 
how a macro theme, such as an election, will shape 
the direction of our investment strategy. On the 
equity side, we form our overall market view by 
aggregating our individual company research and 
opinions to form a complete valuation picture.  Put 
simply, we don’t focus on the noise of the broader 
markets and instead conduct “bottom-up” analysis 
starting with each company. On the bond side, 
where changes in interest rates determine roughly 
75% of a bond’s price movement, it’s easier to 
want to turn to macroeconomic factors. However, 
forecasting the direction of interest rates is a 
difficult endeavor. Instead, we seek to discover 
relative value by sorting through hundreds of 
issues weekly, from different areas of the fixed 
income market. We pair our findings with the 
individual needs of our clients based on the need 
to match liabilities, for tax efficiency, and for risk 
tolerance. 

We tend not to discuss individual bonds, or their 
issuers, in our quarterly publication, sticking with 
larger themes. We are, however, more than happy 
to answer any specific questions you may have 
concerning your portfolio, either bond related or 
otherwise.
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Because rates were so low to begin with, 
the one percentage point move has had an 
even bigger impact on prices, though rates 

remain low in a historical context.
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Relative to 
S&P 500

NW BLUE CHIP GROWTH STOCKS

Top 10 Holdings % of Total

AutoZone Inc. 4%

Accenture PLC 4%

Cisco Systems

Apple Inc

4%

4%

Procter & Gamble 4%

Oracle Corp 4%

Automatic Data Proc. 4%

Laboratory Corp 4%

Microsoft 4%

Scripps Networks 3%

Top 10  Holdings % of Total

AMN Healthcare 6%

Navigant Consulting 5%

Insperity

Fair Isaac Co.

5%

4%

Broadridge Fin Sol 4%

World Fuel Services 4%

Generac 4%

T. Rowe Price 4%

SEI Investments 3%

Forward Air 3%

NW SMALLER COMPANIES STOCKS

A Quarterly Publication by Northwest Investment Counselors

NW EQUITY INCOME STOCKS

Top 10 Holdings % of Total

Emerson Elec. 5%

Sysco Foods 5%

Johnson & Johnson 5%

Wells Fargo 5%

Paychex 5%

Stanley Black & Decker 5%

Caterpillar Inc. 4%

Rockwell Automation 4%

3M Company 4%

Clorox 4%

NW CASH RESERVES PLUS BONDS

Top 10  Holdings Coupon/Maturity % of Total

Intuit 4%5.750% Due 03-15-17

Laboratory Corp Amer Hldgs 2.200% Due 08-23-17 3%

Amgen Inc 2%1.250% Due 05-22-17 

United States Treas NTS

2%

1.375% Due 06-30-23

Cameron International Corp

2%

1.400% Due 06-15-17

Maxim Integrated Prods Inc 2%2.500% Due 11-15-18

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

Ebay Inc 2%1.350% Due 07-15-17 

Amphenol Corp New 2%1.550% Due 09-15-17 

United States Treas NTS 1%2.125% Due 12-31-22

NW INTERMEDIATE FIXED BONDS
Top 10  Holdings 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 3%

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

Mead Johnson Nutrition Co

2%

4.900% Due 11-01-19

Symantec

2%

Carnival Corp 1.875% Due 12-15-17 2%

2.750% Due 06-15-17

Fiserv Inc 2%4.625% Due 10-01-20

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

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

Amgen 1%4.100% Due 06-15-21

Fixed Income Indices
Short-Term G/C

Intermediate G/C (Barclays Int.)

1 Year

1.3%

2.0%

3 Years

0.8%

1.9%

5 Years

0.9%

1.6%

Alternatives
Timber

Energy Infrastructure

Commodities

3 Years

2.3%

0.8%

-11.6%

Real Estate

1 Year

14.3%

36.2%

15.3%

6.4% 13.5%

5 Years

9.5%

--

-9.0%

11.5%

Equity Indices
Large Stocks (S&P 500)

Small Stocks (Russell 2000)

International Stocks (EAFE)

1 Year

12.2%

21.6%

1.4%

3 Years

8.9%

6.9%

-2.0%

5 Years

14.7%

14.6%

6.3%

MARKET INDEX DATA
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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) 607-0032.
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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Northwest Investment Counselors, LLC
5885 Meadows Road, Suite 860
Lake Oswego, Oregon 97035
800.685.7884
503.906.9630 (fax)

www.nwic.net


