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SEC CUSTODY RULE

NEW CLIENT PORTAL

You may have recently received an email from
your Custodian verifying the Standard Letter
of Authorization (SLOA) money movement on
your account if there are instructions on ﬁle to
move money on your behalf to an account in
your name. On February 21, 2017 the SEC
released a “no-action” letter outlining guidance
on the Custody Rule. In essence, this is
another safeguard for clients to inhibit
fraudulent money movement. As always,
NWIC will require our clients to sign an
additional form as well as a verbal
conﬁrmation if you are wiring or journaling
money to a third party (that has not been
previously set up). With regards to monthly
distributions or periodic distributions to
another account in your name, the Moneylink
form we have on record allows us to make
these transfers. There may be additional
information in the future that we will need to
collect and we will most likely be sending you
an annual conﬁrmation of the instructions we
have on ﬁle in order to comply with this
Custody Rule. This rule is intended to help
protect you, the client, from fraudulent
activities on your account.

Eﬀective August 1st clients will no longer be
able to access account information through
Modest Spark or Shareﬁle. Beginning this
September clients will be able to access daily
updated account information through our
new client portal, Black Diamond. Online
account access will still be available through
your custodian. In the meantime, please know
we are always available to help. More details
will be coming soon about Black Diamond.

COMPLIANCE UPDATE
As a Registered Investment Advisor (RIA), the
Securities and Exchange Commission (SEC)
requires that we periodically inquire whether
you are receiving at least quarterly statements
from your qualiﬁed custodian (e.g., Charles
Schwab, TD Ameritrade, FOLIOfn, etc.), be
those online or via U.S. Mail. As part of our
compliance procedures, we wanted to use this
quarterly newsletter to reach out to you, and
make that inquiry. Unless we hear from you,
we will assume you are getting and reviewing
brokerage or bank statements.
If for any reason you are not receiving
statements or are having trouble with online
access to your custodian, please call us and we
will help you.

GREAT JOB THIS SEASON!
Over the last few years Matt Roehr, Principal
and Portfolio Manager, has been involved in
the community coaching youth lacrosse for
the CYO Sports Organization. We asked Matt
to recap this past season and this is what he
had to oﬀer. “It's really rewarding to see the
progress in the kids either during the year or
over the two years they are typically on the
team. For example we had one boy this year
who had never picked up a stick until the ﬁrst
practice. At the end of the season he scored
three goals in one game through fantastic
team play. It's also fun to see the personalities
developing - the leaders and team jokers begin
to emerge at this age.” Way to go Coach Matt!

Northwest Calendar
August 16 – Private Wealth Management Series
Medicare Overview
Presented by Peggy Lawson, Independent Health and

Medicare Agent

9:00 AM – 10:00 AM
Kruse Woods V - Board Room (Main Floor)
5885 Meadows Road, Lake Oswego, OR 97035
September 4 – Labor Day Holiday
Oﬃce Closed
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2017 DALBAR QUANTITATIVE ANALYSIS
OF INVESTOR BEHAVIOR
DALBAR recently released its 2017 Quantitative
Analysis of Investor Behavior. In its report, DALBAR
concluded that investors who are typically more
successful tend to hold investments, rather than
trying to time the market. DALBAR also stated that
their study indicates actively managed investments
produce better results over time, while passive
investments can have higher returns short-term,
since in the short-term investors often make
decisions based on irrational behavioral biases.
“It has been shown that investors are signiﬁcantly
less likely to withdraw from a down market if they
know that a capital preservation strategy is in
place. This limits the costly investment error of
selling low,” DALBAR’s report said.

based and only have a short-term focus. Passive
investors are more susceptible to hype in the news
about stock market indices, and they tend to react
by buying high and selling low.
“Investors had to push against media negativism
from January to the end of the year. They were
largely sellers in the second half of the year, either
from fear or an attempt to ﬁnd the top of the
market. That top did not come in 2016 and
investors paid for it,” said Cory Clark, Director of
DALBAR Inc.
According to the study, investment results for
individuals tend to be more dependent on
investment behavior than on fund performance.

Ultimately, investors can cost themselves money
because their behaviors become emotionally

PROTECT YOUR MONEY
It is important to protect your money and assets
from cybercriminals. Here are a few tips to help
prevent suspicious activity on your accounts.

Never respond to requests for personal
information from an unsolicited email or
unsolicited incoming phone call.

DO

Source: Charles Schwab’s Cybersecurity Resource Center

Review your credit card, cell phone, and ﬁnancial
statements as soon as they are available.
Contact your ﬁnancial institution if you see
anything suspicious on your statements.
Help us protect all of your information and assets
by following our guidelines for identiﬁcation
veriﬁcation and procedures for transferring funds.
DON’T
Send your personal identiﬁable information or
account information via unsecure channels like
email, chat, or text.
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Q2 MARKET REVIEW
Stocks continued to hold onto their gains for 2017,
with the S&P 500 closing at 2,423.41 and the Dow
at 21,287.03. These each represent gains of about
8% year to date. Globally, stocks have done well
also, with virtually all major markets posting gains
so far this year. Investors appear to continue to
embrace the prospect of higher corporate earnings
and improving economies throughout much of the
world. Speciﬁcally here in the US, decreased
governmental regulation is also a factor as the
Trump administration continues to roll back many
of the prior administration’s restrictions on
businesses. The outcome of tax reform is currently
unclear, so stay tuned on that and for its possible
implications for ﬁnancial markets. Interest rates
and central bank policies also have been favorable
to stocks—more on that below in the discussion on
ﬁxed income.
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 current holdings’
operating performance, we are generally pleased
with how the companies are doing. In terms of
news, perhaps the most visible item was the
announced purchase by Amazon of Blue Chip
holding Whole Foods (WFM). This announcement
provided a nice bump to the stock price and we
decided to exit the position with capital gains
shortly thereafter.

holding, was one of the best performing stocks in
the S&P so far this year. Reports are that the
Macau market continues to recover. We originally
purchased Wynn at what we felt was a great
bargain, and believed if we were patient for the
crackdown in Macau to subside that our clients
could realize nice gains—that thesis so far has
proven correct.
On the ﬁxed income side, our strategy of building
laddered portfolios across bond sectors has not
changed, although we continue to eagerly watch
the Fed for indications concerning the direction of
interest rates. As we have alluded to in recent
quarters, we believe that bond yields will gradually
rise over the medium to long-term as the Fed
raises short rates and we see inﬂationary pressures
increase. However, in the short-term we will see
periods when investors push down longer maturity
rates, leading to what is known as curve ﬂattening.
Curve ﬂattening means that relative to earlier in
the year short-term interest rates are
comparatively higher and long-term interest rates
are comparatively lower. This can be observed
graphically with the red line (yield curve on
6/30/17) being less steep than the blue line (yield
curve on 1/1/17). We discuss this phenomenon to
dispel concerns that the Fed raising rates will
necessarily cause bonds to fall in value. It’s also
important to note that if interest rates were to rise
dramatically, the bonds most impacted would be
long-maturity bonds, which we do not buy for
client portfolios.

Also in the Blue Chip portfolio, you may have seen
that Nike (NKE) will begin selling some of its shoe
oﬀerings through Amazon, a move it resisted for
some time. We think this is generally a positive
and a reﬂection of the ongoing shift in buying
patterns in our economy. Many retailers and retail
malls are struggling ﬁnancially as growth of on-line
shopping takes a greater and greater share of retail
spending.
Wynn Resorts (WYNN), a Smaller Companies
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Bonds did ﬁnish the quarter up in Q2, but as the
chart of the 10-yr Treasury shows, bonds gave up
substantial gains right at the end of the quarter as
yields shot up, largely in response to perceived
changes in European Central Bank (ECB) policy.
ECB President Mario Draghi made comments that,
despite not outlining explicit action, seemed to
suggest the ECB may taper its bond buying
program, eﬀectively tightening monetary policy.
For several years the ECB has been easing
monetary policy to support a struggling economy
even as the Fed has been tightening in the US due
largely to an improving labor market. With the
policies of the world’s most inﬂuential central
banks potentially aligning in support of higher
rates, investors quickly took a more bearish
position in the bond market, a trend that has
continued into the beginning of the third quarter.
The 10-yr UST currently yields 2.38%, up from a
low in the second quarter of 2.15%. The 10-yr
German Bund currently trades at 0.57%, oﬀ its Q2
low of 0.16%.

on the tightening bandwagon at the end of the
second quarter.
In the corporate bond sector, client portfolios
beneﬁted in the second quarter from tightening
credit spreads. A credit spread is the extra yield
compensation a corporate bond holder earns over
the yield on a comparable maturity, risk-free
Treasury. When credit spreads narrow, it means
the price of that particular security has increased
faster than the benchmark security to which it’s
being compared. Our client portfolios generally
hold a larger percentage of corporate bonds than
our benchmark in an eﬀort to leverage our
expertise in company research to earn higher
yields.

Narrower credit spreads increases the importance
of careful company research to prevent, as much
as possible, overpaying for bonds. It also means we
may, within reason, focus on Government agency
bonds, US Treasuries, and municipal bonds where
appropriate.
Looking forward, it’s no longer guaranteed that the
Fed will raise rates again in 2017 due to stubbornly
low inﬂation and some weaker than expected
economic indicators. That being said, it is very
likely the Fed will start to shrink its balance sheet
starting in September (by ending the program of
reinvesting interest payments and maturing
assets) and will most likely raise rates again in
December (the market places those odds just over
50%). The market had been absorbing the Fed’s
expected policy path until the ECB decided to jump

As always we encourage clients to reach out for
more information regarding their speciﬁc bond
portfolios to better understand the types of bonds
we purchase and to help manage the matching of
cash ﬂows with liabilities.
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SCHWAB PHISHING SCAM
In an eﬀort to keep you apprised of Cyber Security
issues, please know that Charles Schwab (nor any
other ﬁnancial institution or the IRS) will ever ask
for client information by email therefore please
never click on a link requesting personal and/or
account information. Below is an example of a
phishing email that looks like it has been sent from
Schwab.

Contact Schwab at 800-515-2157 if you have
provided personal information or have any
questions about an email.

Our Portfolio Managers, (Matt, Alex & Mark,)
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.
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NW BLUE CHIP GROWTH STOCKS
Relative to

NW EQUITY INCOME STOCKS

S&P 500
% of Total

Top Stocks

Top Stocks

% of Total

Oracle Corp

5%

Johnson & Johnson

8%

PepsiCo Inc

5%

Stanley Black & Decker

5%

Apple Inc

4%

Emerson Elec.

5%

Alphabet Inc

4%

Wells Fargo

5%

Microsoft

4%

Caterpillar Inc.

5%

Automatic Data Processing

4%

3M Company

4%

Laboratory Corp

3%

Paychex

4%

Cisco

3%

Unilever

4%

Accenture PLC

3%

Sysco Foods

4%

Procter and Gamble

3%

Rockwell Automation

4%

NW INTERMEDIATE FIXED BONDS

NW SMALLER COMPANIES STOCKS
Top Stocks

Top Bonds

% of Total

Coupon/Maturity

% of Total

8%

Maxim Integrated Prods Inc

2.500% Due 11-15-18

3%

AMN Healthcare

4%

United States Treas NTS

2.250% Due 11-15-24

2%

Wynn Resorts

4%

United States Treas NTS

1.750% Due 09-30-22

2%

Insperity

4%

Fiserv Inc

4.625% Due 10-01-20

2%

Fair Isaac Co.

3%

Mead Johnson Nutrition Co

4.900% Due 11-01-19

1%

Broadridge Fin Sol

3%

Carnival Corp

1.875% Due 12-15-17

1%

Navigant Consulting Inc

3%

United States Treas NTS

1.375% Due 06-30-23

1%

Mettler Toledo International

3%

United States Treas NTS

2.125% Due 12-31-21

1%

SEI Investments Co

3%

United States Treas NTS

2.000% Due 08-15-25

1%

Forward Air Corp

3%

Agilent Technologies Inc

3.200% Due 10-01-22

1%

Microchip Technology

MARKET INDEX DATA
Alternatives

1 Year

3 Years

5 Years

Timber
Energy Infrastructure

37.4%

7.0%

12.1%

5.7%

-7.5%

--

Commodities

-4.3%

-15.2%

-10.4%

Real Estate

-2.7%

7.7%

8.7%

Equity Indices

1 Year

3 Years

5 Years

Large Stocks (S&P 500)

17.8%

9.6%

14.6%

Small Stocks (Russell 2000)

24.4%

7.4%

13.7%

International Stocks (EAFE)

19.9%

1.1%

8.6%

Fixed Income Indices

1 Year

3 Years

5 Years

Intermediate G/C (Barclays Int.)

-0.5%

1.7%

1.5%
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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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