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The Northwest Team

DO

We welcome Maria Elena Catala to the NWIC
team as our new Client Service Associate.
Maria, who started at the end of March, has
many years of experience in client services
and operations, having professionally managed
the daily activities of a small, local business.
We are thrilled to have Maria in the oﬃce and
know we will all beneﬁt from her disciplined
approach, passion, and dedication to client
service. We’re conﬁdent you will enjoy
working with Maria and her friendly, personal,
and courteous manner. In her spare time Maria
enjoys cooking, taking walks, and spending
time connecting with her grandchildren. We
look forward to you meeting Maria soon!

Use wireless networks you trust and know
are protected.
Be cautious when using public computers.
Ensure you are downloading legitimate apps
from trusted publishers.
Be aware that secure websites start with
https, not http.
Be sure to log out completely (which
terminates access) when exiting all websites
to prevent cybercriminals from obtaining your
personal information.
Consider purchasing a personal Wi-Fi hot
spot.

Mark Scarlett, CFA
Principal, Portfolio Manager

Hover over questionable links to reveal the
true destination before clicking.

Matt Roehr, CFA
Principal, Portfolio Manager

DON’T
Use public computers to access conﬁdential
information or accounts, or to perform ﬁnancial
transactions.

Alex Dolle, CFA
Portfolio Manager
Christel Turkiewicz, CRPC, CDFA
Principal, Wealth Manager

Click on websites you don’t know or on popup ads or banners.

Michelle Castano Garcia
Principal, Wealth Manager

Source: Charles Schwab’s Cybersecurity Resource Center

DISCLOSURE MODIFICATIONS

Cheyne Sorensen
Associate Portfolio Manager
Maria Elena Catala
Client Service Associate

Northwest Investment
Counselors, LLC
5885 Meadows Road, Suite 860
Lake Oswego, Oregon 97035
800.685.7884
503.906.9624
503.906.9630 (fax)

PROTECTING YOUR IDENTITY ONLINE
Cybercriminals pretend to be a trustworthy
source in order to acquire sensitive personal
information such as passwords, social security
numbers and credit card details. It can be
diﬃcult to identify cybercriminals as they
often pretend to be a legitimate source, such
as your ﬁnancial institution, realtor or credit
lender. Because you believe the email or link is
from a trustworthy source, it’s easy to oblige
when they ask for personal information.
There are things you can do to protect yourself
against cybercriminals. Please take note of the
following do’s and don’ts, and make sure you
are protecting your cyber identity and assets.

Please see the disclosure section for a
summary of changes to our ADV Part 2 which
was recently ﬁled with the Securities and
Exchange Commission (SEC). If you would like a
complete copy of our ADV let us know and we
will provide one at no cost.

Northwest Calendar
May 29 – Memorial Day Holiday
Oﬃce Closed
July 4 – Independence Day Holiday
Oﬃce Closed
August 16 – Private Wealth Management Series
Medicare Overview
Presented by Peggy Lawson, Independent Health
and Medicare Agent
9:00 AM – 10:00 AM
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in the magazine
“The Key” for
Kappa Kappa
Gamma

MONEY MATTERS
With over 20 years of experience in the ﬁnancial
services industry one would think I would have
been well prepared for my divorce (completed in
February of 2015). Yes, I knew our household
budget, yes I had good credit, yes I had a good job,
but the overwhelming feeling of stress and sense
of naivety was beyond what I could imagine.
Besides the emotional impact of the dissolution of
a marriage, the ﬁnancial impact can be daunting. It
typically costs 30% more in living expenses to live
separately than as a married couple. Make sure
you are ﬁnancially prepared for your monthly cash
needs for at least three years while you are
adjusting to your new life and most likely
embarking on a new career if you have been out of
the workforce.

time to “shop around” for the better rates.
Understand your Social Security beneﬁts now and
in the future. Know the rules for claiming
ex-spousal Social Security beneﬁts.
Make sure you are saving for your retirement.
Get help managing your assets if you have
accounts that are being invested.
Tell someone where all your important documents
are. It is extremely important that your children,
parents, or a trusted friend knows where your
documents are located in case of an emergency.
Be pragmatic and start taking charge of your life
today!

There are many “must do’s” before, during, and
after a divorce in order to get your ﬁnancial life in
order. Here is an actionable list of some of them.
Run your credit report and your score.
Close joint credit cards. Also open a revolving
credit card in your name if you don’t already have
one to start to establish credit.
Update all beneﬁciaries on retirement accounts.
Update your will/estate plan.
Retitle all assets you have received in the
settlement into your name and remove your name
from asset titles that you no longer own.
Know your tax situation. Do some tax planning so
you do not have a surprise when ﬁling your taxes
under a diﬀerent marital status. Remember, if you
are receiving spousal support it is considered
taxable income and you may need to make
quarterly estimated tax payments.

As a Certiﬁed Divorce Financial Analyst®
(CDFA) I help guide others to their own
ﬁnancial success after divorce. Please feel
free to email or call me to see how I can
assist you through this transitional time in
your life.

Insurance needs. Look at all of your insurance
policies; health, home, auto, income. Make sure
your name is on the policy. Now may be a good
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STOCK UPDATE
For most of the ﬁrst quarter, investors were
upbeat that the new Administration and Congress
would champion pro-growth economic policies
(tax cuts and infrastructure spending) that would
be favorable for U.S. companies and their stock
prices. Economic reports on employment and
consumer conﬁdence were generally strong during
the ﬁrst quarter, contributing to the Fed’s decision
to raise short-term interest rates for the second
time in four months. Increased interest rates at
some point may become a problem for stock valuations, but investors at this time seem unfazed by
the Fed’s decision to raise rates.
During the quarter, investors largely stayed risk on.
That’s ﬁnance speak for it was a good quarter for
stocks and some other risky assets. Large U.S.
stocks were up about 6% in the ﬁrst quarter, small
stocks (after a large gain in 2016) increased a bit
over 2%, and mid-sized stocks about 5%. Income
oriented stocks (those which pay a higher than
average dividend) were up almost 4%. In terms of
sectors, the technology and healthcare sectors
performed well. Our three stock portfolios
matched or exceeded their primary benchmarks

during the quarter. We didn’t make any additions
to or deletions from our portfolios so we will not
cover each portfolio separately this quarter.
International stocks in developed markets, which
have been laggards with the strong dollar and
relatively weak economies in Europe, were up over
7% in the quarter for a change of pace. Emerging
market stocks did even better than developed
markets, up about 12%. Global timber related
stocks were up almost 7%. Commodities, after a
solid 2016, gave back about 2% in the ﬁrst quarter
mostly due to a fall in oil prices. Finally, companies
which invest primarily in energy infrastructure like
pipelines saw little change in their stock prices on
average.
We are pleased with how our stock investments
have performed for you during the ﬁrst quarter.
And, we like what we own given what appear
stretched valuations for most stocks. When the
next market correction comes (and we cannot
predict when that will be), we expect our portfolios
to perform comparatively well for you.

It doesn’t need to be. With our retirement planning guide, we make it easy to
plan where you want to be. Contact us today to get your copy and start planning!
REQUEST YOUR RETIREMENT PLANNING GUIDE TODAY!
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BONDS
The Fed’s third interest rate increase in a year and
a half places us ﬁrmly into an economic tightening
cycle that is expected to see short-term interest
rates rise to 3% by 2019. Unsurprisingly, the Fed
cited a gradually and continually strengthening
economy that appears capable of weathering
shocks as the basis for the rate hike, which came
only a few months after the last increase. The
committee tasked with raising rates also discussed
the role of inﬂation, which recently has begun
nearing the Fed’s 2% target according to their
preferred price gauge.
The rhetoric that
accompanied the interest rate increase, and which
is often as closely watched by investors and
economists as the rate increase itself, was less
hawkish than expected. Hawkish is Fed-speak for
Fed actions or comments that aim to slow
economic growth or tackle rising inﬂation.
Dovishness, on the other hand, indicates
stimulative monetary policy.
A rate hike
accompanied by non-hawkish comments from the
Fed is calculated and was likely intended to keep
markets calm. Stock and bond market valuations
can turn volatile if the participants sense the Fed is

acting too quickly or brashly.
There are still those who believe the Fed is
tightening more because they can than because
they should, though this is a ﬁne distinction. The
stated purpose of the Fed is to maintain stability of
prices and full employment, but there are myriad
satellite purposes and goals that are harder to
ascertain. Almost eight years into the expansion
following the “Great Recession” the odds of a
recession increase daily, especially with the
historical pattern of recessions following monetary
policy tightening cycles as seen in the chart below.
Recessions are shown as white columns, with the
ones immediately following periods of Fed rate
hikes (shown in red) highlighted with a green star.
As we have pointed out before, the Fed likely
wants to raise rates simply so it can lower them if
the economy stumbles and does not weather the
shock with resilience. The response of long-term
interest rates to recent hikes may be an indication
that the Fed is raising rates more quickly than
economic conditions warrant. While the Fed
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controls the short-term rate known as the Federal
Funds rate, long-term interest rates are more
closely tied to the direction of economic growth
and inﬂation expectations than to Fed actions. If
the market truly believed the economy were
strong enough to endure the proposed path of rate
hikes, we would likely see long-term interest rates
increase mostly in lock-step with the short-term
increases. Instead, as is shown in the three charts
below, each time the Fed has raised rates,
long-term interest rates, as measured by the 10-yr
US Treasury, have declined, suggesting the
markets aren’t as conﬁdent in economic strength
as the Fed.

Adjusting short-term interest rates is just one of
the Fed’s available monetary policy tools. The Fed
also has its balance sheet at its disposal, which at
the height of the ﬁnancial crisis, it employed to let
teetering ﬁnancial institutions unload bad debts.
More recently the Fed used its balance sheet in a
procedure known as “quantitative easing”
whereby the Fed purchased government and other
debt securities to keep interest rates low. The Fed
is now considering a plan to unwind its balance
sheet following these purchases, which it can do by
simply letting them mature as we do in our
portfolios, or by selling them, though that could
cause a broader market selloﬀ in ﬁxed income.
Meanwhile, ﬁscal stimulus, international monetary
policy, and geopolitical risk all impact interest
rates, making it nearly impossible to forecast if
they will rise or fall.

Two rate hikes later, interest rates are
approaching levels last seen at the end of
November 2016

Following the presidential election, expectations
that pro-growth ﬁscal policy would stoke inﬂation
caused a selloﬀ in bonds, which is to say prices fell
and interest rates rose quickly. Two rate hikes
later, interest rates are approaching levels last
seen at the end of November 2016 as seen below.

Considering how many variables exert inﬂuence on
ﬁxed income markets we continue to believe in the
time-tested
investment
philosophy
of
diversiﬁcation. Of course, diversiﬁcation comes in
diﬀerent forms, especially in the world of bonds. At
the broadest level, our bond portfolios are divided
into government bonds (including Treasuries and
agency bonds), corporate bonds, and municipal
bonds (including tax-exempt and taxable issues).
We maintain exposure to these broad classes for
their diﬀering attributes. When capital markets
panic Treasuries perform exceptionally well.
Corporate bonds can rise in price either because
interest rates fall or because the market applauds
the actions of a speciﬁc company.
What’s harder to recognize, unless you enjoy
reading prospectuses, are the various call and
coupon features that can provide value and
diversiﬁcation. Take for instance callable, step-up
bonds, a type of bond we have written about from
time to time. To understand why this bond oﬀers
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diversiﬁcation beneﬁts requires an understanding
of the concept known as convexity, which is a topic
of complexity! As interest rates increase, bond
prices decrease—on this much we can agree. The
rate at which a bond price increases or decreases
relative to a movement in interest rates is the
realm of convexity. If none of that made any sense,
I’ll simplify: we diversify by buying some bonds that
are callable and some that are not callable to beneﬁt from either a rate increase or decrease.
Likewise, a step-up bond oﬀers what is known as
“rising rate protection.” Normally, as stated above,
when interest rates rise, the price of a bond falls.
However, when the coupon of the bond also rises
at set intervals, as is the case with a step-up bond,
the bond does not lose value, but instead can gain
value…again, convexity at work. If you see a
government agency bond in your portfolio with a
very low interest rate, chances are it is a step-up
bond, whose coupon will increase over time.

The takeaway from the dense paragraphs above is
that to weather the ebb and ﬂow of the bond
market, it is important for portfolios to be diversiﬁed across maturities (laddered); among diﬀerent
classes of bonds (government, corporate, municipal bonds); with a range of corporate sectors (e.g.
tech, consumer, industrial); contain a range of call
features; and make use of both ﬁxed and variable
coupons. We strive to create bond portfolios that

embody this wide range of diversiﬁcation and are
conservative in nature, so that bonds can fulﬁll
their primary obligations of providing stability and
reducing volatility in our clients’ portfolios.

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.
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NW BLUE CHIP GROWTH STOCKS
Relative to

NW EQUITY INCOME STOCKS

S&P 500
% of Total

Top 10 Holdings

Top 10 Holdings

% of Total

PepsiCo Inc

6%

Johnson & Johnson

8%

Oracle Corp

5%

Emerson Elec.

5%

Apple Inc

5%

Stanley Black & Decker

5%

Cisco Systems

4%

Wells Fargo

5%

Automatic Data Proc.

4%

Sysco Foods

4%

Microsoft

4%

Paychex

4%

Procter and Gamble

4%

Caterpillar Inc.

4%

Laboratory Corp

4%

Unilever

4%

Disney

3%

Clorox

4%

Accenture PLC

3%

3M Company

4%

NW INTERMEDIATE FIXED BONDS

NW SMALLER COMPANIES STOCKS
Top 10 Holdings

Top 10 Holdings

% of Total

Coupon/Maturity

% of Total

10%

Maxim Integrated Prods Inc

2.500% Due 11-15-18

3%

AMN Healthcare

6%

United States Treas NTS

2.250% Due 11-15-24

3%

Insperity

6%

United States Treas NTS

1.750% Due 09-30-22

2%

Navigant Consulting

5%

Fiserv Inc

4.625% Due 10-01-20

2%

Wynn Resorts

4%

Symantec

2.750% Due 06-15-17

2%

Fair Isaac Co.

4%

Mead Johnson Nutrition Co

4.900% Due 11-01-19

2%

Broadridge Fin Sol

4%

Carnival Corp

1.875% Due 12-15-17

2%

SEI Investments

4%

Amgen

4.100% Due 06-15-21

1%

DST Systems

4%

United States Treas NTS

2.125% Due 12-31-21

1%

Equifax

3%

United States Treas NTS

2.000% Due 08-15-25

1%

Microchip Technology

MARKET INDEX DATA
Alternatives

1 Year

3 Years

5 Years

Timber
Energy Infrastructure

25.3%

5.5%

8.8%

36.0%

-0.4%

--

Commodities

10.8%

-13.9%

-9.8%

Real Estate

0.9%

9.7%

9.2%

Equity Indices

1 Year

3 Years

5 Years

Large Stocks (S&P 500)

17.1%

10.3%

13.3%

Small Stocks (Russell 2000)

26.2%

7.3%

12.4%

International Stocks (EAFE)

12.4%

0.5%

5.7%

Fixed Income Indices

1 Year

3 Years

5 Years

Intermediate G/C (Barclays Int.)

0.6%

1.8%

1.6%

A Quarterly Publication by Northwest Investment Counselors
© 2017 Northwest Investment Counselors, LLC

—7—

LIVE WELL. RETIRE BETTER.

FIRST QUARTER 2017

NORTHWEST NEWS
Disclosures
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) 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, consultants, 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.
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