
CONGRATULATIONS MICHELLE
Congratulations to Michelle Castano Garcia for 
receiving Legacy Health’s Partner in 
Philanthropy award. Legacy Health will 
celebrate Michelle for her dedication to service 
at their upcoming awards luncheon. As an 
active participant in her community, Michelle 
serves as Board of Trustee on both Meridian 
Park Medical Foundation and the Legacy 
Health Foundation. She is also a member of the 
United Investment Committee for the Legacy 
Health Foundation. Michelle is deeply fond of 
and appreciates the Legacy Health system, so 
she is humbled and honored to be recognized 
for her service to accept this award.

HOW TO MAKE ACCOUNTS LAST
Not only the amount you take out each year, 
but from which accounts you withdraw 
(taxable, IRA, Roth IRA) impacts how long your 
funds will last.  As many as one-third of 
Americans have multiple accounts from which 
to draw upon in retirement (e.g., taxable, IRA, 
Roth IRA).   This is good news if you are in that 
situation. But we are often asked what the best 
order is to withdraw funds from these accounts 
in retirement.  Too often, investors focus on 
generating and spending only income at the 
expense of a more purposeful plan.

Tax efficient use of these multiple accounts can 
be nearly as valuable as tax efficient investment 
management in your accumulation phase.  For 
instance, one study estimated that tax efficient 
asset allocation and tax-loss harvesting can add 
anywhere from 1.00% to 1.62% annually to 
your after-tax returns leading up to retirement.1   
Another study found that an optimal spending 
plan can add up to 0.70% annually relative to an 
arbitrary approach.2 

It is important to watch your asset allocation 
while making the withdrawals so that your risk 
level doesn’t vary too much from your comfort 
level.  We advise our clients that every year they 

should review their investment portfolio with 
us, their expected marginal tax rate with their 
tax preparer, and their withdrawal plan for the 
coming year.  It may also make sense to simplify 
your life by reducing the number of accounts 
and the custodians you use by combining like 
accounts or using a Registered Investment 
Advisor that can combine your various accounts 
for tracking purposes. Below is a general 
diagram to help you.  

It boils down to minimizing the tax on your 
withdrawals over your lifetime. Please contact 
your tax advisor for suitable options to consider.
1. Wealthfront, Inc.
2. Vanguard, “Putting a value on your value: Quantifying Vanguard 
Advisor’s Alpha” 
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Please contact us: (1) If there is 
a change in your financial 

situation, investment 
objectives, or risk profile, (2) For 
questions about your portfolio 
or to set up a quarterly review, 

(3) If you are not receiving 
statements from your 

custodian, (4) If you want to 
impose reasonable restrictions 

on the management of your 
portfolio, or (5) if you just want 

to say Hello!
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Northwest Calendar
May 30 - Memorial Day
Office Closed

June 20 - Juneteenth Observed 
Office Closed

July 4 - Independence Day
Office Closed

If 72 or older these 
are mandated.

These are taxed regardless 
of withdrawal so use them.

Lowest gain or 
greatest loss to 
maximize tax 

efficiency.

Required Minimum

(RMDs)

Tax -Free
Accounts

Tax-Deferred 
Accounts

Taxable Dividends 
and Interest

Withdrawals

Roth IRAs and Roth 401(k)s

Tax -Deferred 
Accounts

Roth IRAs and Roth 401(k)s

Tax -Free
Accounts

Lower Expected 
Future Tax 

Bracket

Higher Expected 
Future Tax 

Bracket
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Stocks suffered a few hiccups during the first quarter 
of 2022.  The S&P, at one point down by 12.5% during 
the quarter, finished with a loss of 4.9%.  Small caps, 
as measured by the Russell 2000, were down a bit 
more at -7.8%.  International stocks – both developed 
and emerging markets – had similar downturns.  The 
litany of reasons is familiar – inflationary pressures, 
Russia’s invasion of Ukraine, supply chain shortages, 
and anticipation of Federal Reserve policies, among 
other issues. These headwinds offset a fairly 
remarkable year by corporate America.  U.S. 
corporate profits increased throughout 2021 and 
again in Q4 2021 and hit a record high.  For all of 2021, 
adjusted pre-tax profits jumped 25%.  Of course, 
some of this was a rebound from the declines in 2020 
as the COVID pandemic took hold.  The question is, 
what does 2022 have in store for investors?  

Almost certainly, profit growth will slow in 2022 as 
we anniversary the strong 2021 numbers and the 
factors mentioned above keep economic activity in 
check.  We wrote in our last quarterly that profit 
growth might come in at about 9% in 2022 – 
expectations have probably slipped a bit in the last 
ninety days since that was written.  The first quarter 
decline in stock prices, while not huge, has made a 
few stocks we research somewhat more attractive.  
However, higher interest rates cause stock valuations 
to decline by increasing the rate at which future 
earnings and cash flows are discounted to their 
present value.  So, there is a tug-of-war going on 
between those two factors as investors determine 
their future actions.  The risk of a recession or 
stagflation has probably increased recently as well.  
Either of those scenarios can be difficult for 
companies to grow profits and cash flows 
significantly.  Below, we highlight the relationship 
between profits and stock prices.

Our Blue Chip Growth and Equity Income portfolios 
lagged the market somewhat in Q1, primarily because 
of our lack of energy exposure.  The Russia/Ukraine 
conflict has caused oil prices to spike and the stock 
prices of many oil companies as well.  A number of oil 
and gas companies engaged in exploration and 
production were up well over 50% in the quarter – 
Occidental Petroleum and Range Resources to 
mention a few (these are companies we don’t own).  
We have at times held positions in some of the major 
integrated producers, but currently don’t.  Other 
commodities performed well too. Our long term 
performance remains ahead of the indexes.

Our Smaller Companies Portfolio finished the quarter 
a bit behind the Russell 2000 but ahead for the last 
twelve months,  and its long term performance also 
remains ahead of the index.  Building upon the above 
comments on the energy sector, we’ve included a 
chart below showing the sector composition of the 
S&P 500 in 1980 – simply an arbitrary date – versus 
today to exhibit how these weightings can change 
significantly over time.

In company-specific news, there was a small spin-off 
from Becton Dickenson:  Embecta.  EMBC was its 
diabetes management business.   We have one new 
holding in our portfolios – we purchased Dropbox  
(DBX) in our Smaller Companies Portfolio.  Dropbox, 
Inc. provides a content collaboration platform 
worldwide. Its platform allows individuals, families, 
teams, and organizations to collaborate and sign up 
for free through its website or app, as well as upgrade 
to a paid subscription plan for premium features.  You 
can store and share files, and collaborate on projects 
whether you're working alone or with colleagues and 
clients. With Dropbox, all files are backed up to the 
cloud and are available online.  Many of you may be 
using its service already.

STOCKSAuthors

Mark Scarlett, CFA
Portfolio Manager

Matt Roehr, CFA
Portfolio Manager

Alex Dolle, CFA
Portfolio Manager
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The first quarter of 2022 was a busy one in the 
world of fixed income. For starters, the Federal 
Reserve raised its policy rate for the first time since 
2018 to 0.25%, or 25 basis points (a basis point is 
1/100th of 1%). It had been at zero since March of 
2020 when they lowered it abruptly in response to 
the pandemic. In a normal quarter this would have 
been the feature event, but not this quarter. In fact, 
the Fed’s first hike was of almost negligible 
importance compared to the sheer number of 
expected hikes. At the end of the first quarter, 
markets were pricing in about 200 basis points (bps) 
of cumulative hikes by the end of 2022 (and more 
hikes in 2023). There was even the expectation of at 
least one hike of 50 basis points (bps), the first hike 
of more than 25bps since May 2000.

Also in this quarter, interest rates on everything 
from Treasuries to municipal bonds to mortgage 
rates shot up as the market placed bets that the 
Fed was behind the curve keeping inflation under 
control. Inflation continued rising to start 2022, 
with the first two readings of the consumer price 
index (CPI) showing 7.5% and 7.9%, respectively, 
the highest readings in 40 years. The readings for 
the same period in 2021 were 1.4% and 1.7%. 
Bonds, as measured broadly by the US Aggregate 
Bond Exchange Traded Fund (ETF), responded to all 

of the above by falling 5.8% in the quarter (since 
bond prices and yields move inversely), bringing 
1-yr performance to -4.6%. Our fixed income
benchmark, the iShares Intermediate
Government/Credit Bond ETF fared a bit better for
the quarter owing to its shorter duration, but
about the same as the Aggregate ETF for the last 12
months at -4.4% and -4.5%, respectively.

In addition to the aforementioned, the Russian 
invasion of Ukraine played a tug-of-war dynamic 
with inflation for control of U.S. interest rates. For 
instance, when the Russian military was firing on a 
nuclear power plant, causing a fire close to the 
plant’s nuclear reactors, and briefly creating 
concerns of a Chernobyl-like disaster, U.S. 
Treasuries rallied (meaning rates plummeted) as 
investors rushed for ultra-safe assets. When the 
conflict in Ukraine seemed to settle from an all-out 
boil to a simmer, investors put aside their worries 
about the end of the world and started thinking 
about the increasing prices, causing interest rates 
to rise, sometimes quickly.

Yet another major development in Q1’22 was the 
inversion of the yield curve, meaning that the 
interest rates on shorter bonds and loans were 
higher than the rates on longer bonds and loans. 

BONDSAuthors
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Portfolio Manager
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Portfolio Manager

Alex Dolle, CFA
Portfolio Manager
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The long-end of the curve had been inverted since Q4’21, 
with the yield on a 20-yr Treasury higher than the yield of a 
30-yr Treasury. This was a blip on the radar, but something
that careful observers thought might spread to more
important parts of the yield curve. The most watched span of
maturities on the yield curve is the spread between the 2-yr
Treasury and the 10-yr Treasury. When this spread between
the 10-yr (longer end) and 2-yr (shorter end) becomes
negative, meaning the 2-yr Treasury yield is higher than the
yield on a 10-yr Treasury, it signals the likelihood of a
recession in the following 6-18 months.

Here's where it gets interesting for policy-makers at the Fed. 
The 2-yr area of the yield curve is generally a reflection of 
what market participants expect for the direction and 
magnitude of Fed policy. It is currently widely accepted that 
the Fed has been “behind the curve” as pertains to its 
mandate on stability of prices. The Fed changed its policy in 
2020 from an explicit 2% inflation target to the goal of 
inflation that averages 2% over the long-term. Since it ran 
below 2% for quite some time according to their primary 
gauge, the Personal Consumption Expenditure Price Index 
(PCE), the Fed expressed that it would tolerate inflation that 
was modestly and temporarily above that level. However, the 
pandemic lockdowns, followed by economic expansion 
related to re-opening and government stimulus, paired with 
unforeseen supply chain bottlenecks, and then a war, sent 
inflation well above what the Fed considered allowable even 
in the context of the new policy. When the yield curve started 
sending signals via a rapidly rising 2-yr Treasury yield, it was 
the market’s way of saying the Fed should have been raising 
the Fed funds rate earlier. 

The U.S. Central Bank's dual mandate is to maintain stability 
of prices and full employment. Had it not been for persistent 
slack in the labor market, the Fed would have likely raised 
rates earlier. It is admittedly a difficult balancing act, one that 
often sees policy-makers late to the game. At this point, if the 
Fed raises rates to where the market thinks is necessary to 
rein in inflation, the Fed will likely face an almost perfectly 
flat, or slightly downward sloping yield across the entire 
maturity spectrum. A normal, upward sloping yield curve 
generally is indicative of a healthy, growing economy. 
However, stamping out inflation can take precedence over 
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economic growth if rising prices get too politically unpalatable. 
In the late 1970s, then recently named Fed Chair Paul Volcker 
took radical steps to tame runaway inflation, raising the Fed 
Funds rate to 20% in 1981, which caused pain in the form of high 
unemployment and recession. Eventually the “tough medicine” 
worked to get rising prices under control.

This is not the same situation, though inflation hawks, 
particularly those who remember the 70s and 80s, might 
currently be on their soapboxes. That said, it is not 
unprecedented for the Fed to need to take steps that are 
unpopular, deter economic growth, and run counter to one of 
their dual mandates (primarily full employment). 

As always, the question, after reflecting on the quarter that was 
and its events, is “what does all this mean for bond portfolios 
looking forward?” In the first quarter, bond prices fell. Our 
clients have watched patiently as the typically steadiest assets in 
their portfolios lost value. The good news is that we’ve all 
collectively been clamoring for higher interest rates on bonds for 
years. Retired investors want their fixed income investments to 
pay coupons high enough to help cover living expenses. Now, 
nominal rates are meaningfully higher. Of course, real rates (i.e. 
the interest rate earned on a bond minus the rate of inflation) 

are more negative now than they have been in some time. That 
dynamic will change, but it all depends on how long inflation 
lasts. The Fed said initially that inflation would be transitory. 
That has proven untrue. But many economists and market-based 
measures see inflation lessening in the next few years. If that 
happens, the bonds we purchase today, at yields that have risen 
to compensate, to some degree, for inflation, will still bear 
today’s high nominal coupons, but will also provide higher real 
income. That would mean more purchasing power from the 
income in client bond portfolios. Unfortunately, we don’t have a 
crystal ball to know how quickly inflation will moderate. Instead, 
we operate within the given environment based on our 
perception of the best strategy and by conducting fundamental 
analysis to determine value. 

We will continue to ladder bond portfolios, most of which have a 
slightly higher weighting to shorter bonds than to longer 
maturity bonds. Laddering means that some years we will buy 
bonds in lower interest rate environments, like in 2021, and 
some years, such as so far in 2022, there is an opportunity to lock 
in higher yields. Lastly, we view bonds as part of a balanced 
portfolio strategy, one that typically derives growth and income 
from stocks, and income, liquidity, and stability from bonds. 
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WHAT IS PHISHING?
Phishing is one of the most common forms of fraud, and it’s 
essential to know how it works and how to protect yourself. 
Criminals try to “bait” users into giving them valuable 
personal information by tricking them. They do this by 
sending communications that appear to be from a 
trustworthy source to fool recipients into divulging personal 
information or otherwise cause harm. Phishing efforts use a 
variety of communication methods and techniques, including: 

 • Email 
 • Advertisements 
 • Phone calls 
 • Social media 
 • SMS texts 
 • Websites 

The sender’s identity is often imitated or masked, so recipients 
believe it’s safe to disclose sensitive information such as: 

 • Usernames 
 • Social Security numbers
 • Passwords 
 • Credit card detail

In some cases, phishing emails include links or attachments. If 
recipients click on these links or open the attachments, it may 
install viruses or malware that can allow unauthorized access 
or cause damage to your computer. 

Criminals typically use information they obtain via phishing to 
commit identity theft and fraud; however, the fraud may not 
occur immediately. Often the perpetrators wait weeks, or 
months for a favorable opportunity, or they may sell the 
information to other criminals. 

Phishing attempts may also be deployed on social media 
platforms, broadening their reach, using:

 • Fraudulent advertisements
 • Friend requests 
 • Chain letters and other tactics

WHAT’S THE DIFFERENCE BETWEEN A SPAM 
EMAIL AND A PHISHING ATTEMPT?
Spam, sometimes referred to as junk mail, is typically an email 
solicitation intended to persuade the recipient to purchase 
goods or services. While some of these communications are 

misleading, the sender’s desired outcome isn’t always malicious. 

Phishing, on the other hand, is a fraudulent attempt to obtain 
sensitive information or damage your computer. Both types 
of emails may look similar, making it difficult to distinguish 
between them. It’s best not to click links or open attachments 
included with either type of email. 

Still another tactic used is to send emails that appear to be 
spam and include the option to click ‘Unsubscribe’ links to 
prevent future unwanted emails. In these instances, the 
‘Unsubscribe’ links may be malicious. 

Mark these emails as spam or junk, if your email provider 
supports this functionality, and delete them.

TIPS TO PROTECT AGAINST PHISHING
• Use two-step verification so accessing your account requires 
a unique PIN sent to you via text, email, or robocall. This helps 
protect you if your credentials are compromised.
• Don’t let your guard down when you receive emails from 
well-known companies, particularly financial institutions. 
Criminals often mimic emails from these companies to appear 
legitimate. 
• Do not click on links or attachments included in unknown or 
suspicious emails and texts. If you do, never enter your 
username and password.
• Hover over links to reveal the website’s URL and see where 
the link really goes. Do not click on links that don’t match the 
sender or don’t match what you expect to see:

WHAT TO DO IF YOU SUSPECT PHISHING
If you suspect that you’ve received a fraudulent email or 
clicked on a malicious link relating to your Schwab, TD 
Ameritrade, or other financial accounts, please call our office 
to alert us at (503) 906-9624. 

Source: Charles Schwab & Co., Inc.

PROTECT YOURSELF AGAINST PHISHING
Identify and Report Malicious Activity 
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LOOK FOR: EXAMPLE:
Slight alterations to the URL

URLs that have the expected 
name embedded

URLs that are completely different 
from what you would expect to see

Schwab.fraudster.com (note: the 
real domain is before the ‘.com’)

Fraudster.com

Scwab.com or Schab.com
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NW EQUITY INCOME STOCKSRelative to 
S&P 500

NW BLUE CHIP GROWTH STOCKS

Top 10 Stocks % of Total

Apple Inc 7%

Microsoft 6%

Oracle Corp

Accenture

5%

4%

Alphabet 4%

Pepsi 4%

Cisco 3%

Laboratory Corp Amer Hldgs 3%

Intel 3%

United Parcel Service 3%

Top 10 Stocks % of Total

Generac Holdings      6%

AMN Healthcare 6%

Insperity

Microchip Technology     

5%

4%

Fair Isaac Co. 4%

Mettler Toledo 3%

Forward Air Corp 3%

Expeditors Intl Wash Inc 3%

Broadridge Fin Sol   3%

Envista Holdings 3%

NW SMALLER COMPANIES STOCKS

Top 10 Stocks % of Total

Caterpillar Inc.   9%

Emerson Elec.  8%

Paychex 8%

McDonalds 6%

Sysco 6%

Lockheed Martin 5%

Blackrock     5%

Price T Rowe 5%

Abbott Labs 4%

Home Depot 4%

NW INTERMEDIATE FIXED INCOME

Paypal 2.850% Due 10-01-29

2.250% Due 11-15-24 

Top 10 Bonds Coupon/Maturity

Federal Farm CR BKS 2.080% Due 12-02-30

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

United States Treas NTS 2.000% Due 11-15-26 

 Johnson & Johnson  2.950% Due 03-03-27 

United States Treas NTS  2.250% Due 11-15-25  

United States Treas NTS 0.125% Due 12-31-22

United States Treas NTS 

United States Treas NTS 2.250% Due 11-15-27 

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

Equity Indices

Midcap Stocks (Russell Midcap)

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

1 Year

-4.3%

3 Years

1.3%

5 Years

1.6%

Alternatives
Timber

1 Year

6.0%

3 Years

13.5%

5 Years

11.1%

MARKET INDEX DATA 

Large Stocks (S&P 500)

1 Year

15.6%

6.7%

-5.9%

3 Years

18.9%

14.7%

11.6%

5 Years

16.0%

12.5%

9.7%Small Stocks (Russell 2000)

0.2% 7.5% 6.5%International Stocks (EAFE)
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10 Years

1.7%

10 Years

9.9%

10 Years

14.6%

12.7%

11.0%

6.1%



NORTHWEST NEWS

© 2022 Northwest Investment Counselors, LLC —8—

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.

Material Changes
We made no material changes. 

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 to not 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, 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.

Disclaimer
The opinions and views expressed are those of Northwest Investment Counselors, LLC. They are current as of the date(s) indicated but are subject to 
change. Any estimates, targets, and projections are based on Northwest’s research and analysis. No assurances can be made that any such estimate, target, 
or projection will be accurate; actual results may differ substantially.

Nothing contained herein should be construed or relied upon as financial, legal, or tax advice. All investments involve risks, including the loss of principal. 
Investors should consult with their financial professional before making any investment decisions.

Some information has been taken directly from unaffiliated third party sources. Northwest believes such information is reliable, but does not guarantee its 
accuracy or completeness.

Specific securities mentioned may be used solely for example only and do not necessarily represent actual investments in any client portfolio.
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