
Northwest Calendar
Sept 2 – Labor Day - Office Closed

Oct 22 – Legacy Meridian Park Medical Foundation
Women of Meridian Park Luncheon Sponsor
11:30 AM – 1:30 PM - Tualatin Country Club
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NWIC IN THE COMMUNITY 
This quarter we are high- 
lighting the community 
involvement of our Fixed 
Income Portfolio Manager, 
Alex Dolle. In 2018, Alex 
began work with two local 
organizations, the Forest 

Park Conservancy and the Oregon Chapter of 
the Sierra Club, as a member of the Finance 
and Governance Committee and Conservation 
Committee, respectively. Conservation groups 
have been a focus of Alex’s volunteer activities 
since arriving in Oregon, allowing him to 
combine a passion for the outdoors with the 
desire to be involved in important environmental 
issues. The Forest Park Conservancy’s mission 
is to protect the ecological health of Portland’s 
Forest Park while encouraging recreational 
opportunities. The Oregon Sierra Club, a 
grassroots organization, has a wider mission, 
focusing on public lands and environmental 
campaigns to benefit current and future 
generations of Oregonians. NWIC is proud to 
encourage community involvement in those 
areas with special importance to each and 
every member of the firm.

INVESTOR’S GUIDE TO RETIRING WELL
At Northwest Investment Counselors, we 
strive to do more for our clients than simply 
invest their hard-earned dollars. We seek to 
provide counsel on a range of financial topics. 
Hands down, the most important topic is 
retirement. The decision to retire can induce 
anxiety in even the most financially prepared 
clients. Many questions come to mind. Have I 
saved enough? How do I manage my savings 
and investments? How do I design and follow 
a budget? If you have any of these questions, 
or countless others, you are not alone.

We have written a comprehensive guide to 
answer the most commonly asked questions 
we’ve encountered over the past 20 years and 
provide strategies and solutions to help 
navigate retirement. We plan on featuring 

important excerpts from our “Investor’s Guide 
to Retiring Well” in the next several quarters’ 
newsletters in a series of articles designed to 
help retirees as well as those who plan to 
retire soon.
 

WITHDRAWAL STRATEGIES
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. 
Continued on Page 5

CASH BALANCES
We want to reiterate a portion of a piece 
written in our last newsletter regarding the use 
of Schwab Value Advantage Money Fund 
Investor Shares (SWVXX). We are bringing this 
to your attention to allay any concerns that 
cash levels may be too low in your portfolio. 
We have simply moved money out of “cash,” 
and into the money market fund. The primary 
difference between cash and the money 
market fund is that the fund needs to be sold 
before cash can be withdrawn, which requires 
a day’s notice. Because of this delay, in 
accounts where we are aware of recurring 
distributions, an appropriate amount will be 
left as cash proper. If you have further 
questions, please reach out to discuss with a 
member of our investment team.
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For questions about 
your portfolio, or if 

there is a change in your 
financial situation, 

investment objectives, 
or risk profile, please 
contact us as soon as 

possible.  If you would 
like to set up a quarterly 
portfolio review please 

contact us at 
800.685.7884.
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Stocks continued to rally in Q2 although with a bit 
more volatility. They had their best first half in over 
20 years and marked a number of record highs.  
The S&P 500 (an index of the largest publicly 
traded stocks) was up 4% in the quarter and has 
gained 18% so far in 2019.  The Russell 2000 index 
of small-cap stocks was up 2% in the quarter and 
17% so far in 2019.  The Dow Jones Select Dividend 
trailed but was up a very respectable 13% in the 
first half for mature, high-dividend-paying companies.  

An old saying goes, “Stocks climb a wall of worry.”  
There certainly have been a few things to worry 
about lately, such as trade battles and a sudden 
downshift in economic growth around the new 
year.  Stocks really climb a wall of earnings over the 
long term, however.  The U.S. economy has grown 
for 121 months in a row, a record, and corporate 
earnings likewise have grown substantially over 
the last ten years—more than doubling since the 
Great Recession.  Stock prices have followed suit 
(see chart of S&P 500 operating earnings and price 
since 1960).  With few exceptions, stock prices 
track earnings with a high degree of correlation.

So, as long as the trade spats and interest rate 

policies don’t result in a material downturn in 
earnings (i.e., a recession), the bull market will 
probably continue with only temporary setbacks.
The performance of our stock portfolios have been 
really good with Blue Chip Growth and Smaller 
Companies leading the way. In fact, the Smaller 
Companies portfolio is having nothing short of a 
bang-up year — far exceeding its primary benchmark, 
the Russell 2000.  

We added Allegion to the Smaller Companies 
portfolio during the quarter. Allegion is a global 
security products company with a portfolio of 
leading brands, such as Schlage, Von Duprin, and 
LCN. The company was created via a spin-off 
transaction from Ingersoll-Rand in December 2013. 
In fiscal 2018, Allegion generated 73% of sales in 
the Americas, 22% of sales in Europe, the Middle 
East, India, and Africa, and 5% of sales in 
Asia-Pacific.  This $10B mid-cap company has 
attractive returns on invested capital, low debt, 
and high free cash flow.  As part of the Allegion 
purchase in Smaller Companies, we moved $25B 
large-cap T. Rowe Price Group (a long-time 
investment) to the Equity Income portfolio from 
the Smaller Companies portfolio.
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Attempting to distill an entire quarter’s market 
developments into a few discernable themes is a 
challenging exercise, but this quarter, declining 
interest rates and stubbornly low inflation were 
the clear front-runners for discussion. We’ll 
explore the topic of inflation first.

To inflate (one’s resume, deeds, qualifications) 
carries a negative connotation. So too does the 
term inflation when it evokes images of long lines 
and wheelbarrows of coins to buy basic goods. In 
the simplest terms, inflation is a general increase in 
prices and a decrease in the purchasing power of 
money. Right now, policymakers and economists 
are flabbergasted by a mysterious lack of inflation. 
However, the lack of something that makes goods 
and services more expensive should be viewed as a 
good thing, no? Why then, does the Fed have a 
positive inflation goal and insist some inflation is a 
sign of a growing, properly functioning economy? 
Why doesn’t the Treasury mint currency with the 
motto “INFLATION WE TRUST”?

Of the Fed’s dual mandate—maximum employ-
ment and price stability—the latter refers to infla-
tion. The Fed views its 2% long-term inflation goal 
as vital to promoting stable prices. Three primary 
reasons for a positive inflation target are 1) mea-
surement bias – the likelihood that the difficult 
manner of calculating inflation has a slight upward 

bias, such that a one or two percent calculation 
may be closer to zero in actuality; 2) room to cut 
rates – interest rates and inflation are closely relat-
ed, meaning higher inflation is associated with 
higher rates.  Higher interest rates give the Fed 
room to lower rates should economic conditions 
warrant; 3) insurance against deflation – a 
sustained downward movement of prices is viewed 
as harmful to the economy for a variety of reasons. 
Additionally, holding cash is less attractive when 
there is inflation, which promotes investments by 
businesses and individuals. This generally encour-
ages economic growth.

Since the financial crisis, the Fed has kept interest 
rates very low and has effectively pumped trillions 
of dollars into the economy through different 
means. Coupled with record low unemployment, 
most economists would have predicted inflation to 
be much higher at this point, but it has averaged 
only 1.4% according to the Fed’s preferred gauge, 
going back to 2012 when the Fed made 2% infla-
tion official policy. Let’s explore some reasons why 
it’s so low and why the Fed can’t encourage higher 
inflation.

First, the labor market and unemployment are 
closely tied to inflation and it’s generally accepted 
that an unemployment rate of 4.4% is the level of 
low unemployment that begins to encourage 
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higher inflation. However, it’s possible that that number is 
now lower, and until unemployment stays below 4% for an 
extended period, inflation won’t rise. A related theme is 
excess labor slack. Despite appearing low, the unemployment 
rate only counts those actively looking for work, but 
employers can hire people off the sidelines who aren’t 
actively looking or counted in jobs numbers, meaning that 
there is hidden job-market slack, further degrading the 
relationship between headline unemployment and inflation. 
 
The second factor is secular disinflation (as distinct from 
deflation). This is a collection of economic changes that 
includes: a demographic shift towards an older, save 
more/spend less population; the retirement of baby boomers 
driving down average compensation; the decline of organized 
labor; employer consolidation; and international trade 
among others. Some would include the impact of technology 
in this category, though there is still disagreement on its true 
effect. Lastly, anchoring of inflation expectations is weighing 
down inflation itself. Fed chair Powell explained to Congress 
that “inflation expectations are now the most important 
driver of actual inflation” and due to a lengthy period of low 
inflation and low interest rates, continuing low inflation is 
exactly what market participants expect.

Inflation matters beyond pure economics, representing an 
important consideration in investing and asset allocation 
specifically. Traditionally, stocks and alternative assets were a 
client’s best hedge against inflation, since their prices either 
rose faster than the rate of inflation or moved in an 
uncorrelated manner. Bonds, which generate “fixed income” 
via their coupon payments, provided clients with a steady 
source of stable income, but were susceptible to a loss of 
value from the erosive power of inflation on fixed coupon 
payments. Today the dynamic has changed slightly.  Stocks 
and alternative assets are still important assets to hold for 
portfolio growth, but their inflation hedge has been less 
important recently. Stocks have benefited enormously from 
the relationship of low inflation and low interest rates, the 
latter factor increasing stock valuations and increasing 
business investment. For bonds, it’s a bit of a double-edged 
sword. We’ve been in a state of relatively low interest rates 
for more than a decade, and bond yields have reflected that 
reality, but bondholders have benefited from relatively little 
erosion of that income, however low it’s been. All things equal, 
we view low inflation as a good environment to hold bonds.

Although it should now be clearer after exploring inflation, 
let’s look at the second major topic: falling interest rates. The 
yield on the 10-yr Treasury finished the second quarter at 2%, 
almost 1.25 percentage points lower than its recent high of 
3.2%, hit last October. That is a 38% decline in yields from the 
peak, with much of the drop occurring in the second quarter.
The sharp decline in interest rates is closely tied to the lack of 

inflation and the market’s anticipation of the Fed’s future rate 
cuts. The Fed has been slow to act, despite expectations it 
will, because unlike most times it is considering cutting 
interest rates, the economy is growing and most people who 
want a job can get one. The market is now pricing in multiple 
interest rate cuts this year. You can think of the interest rates 
the Fed sets and the interest rates the market dictates, as a 
kind of chicken and egg relationship. Normally, the market 
will react to the Fed’s stated or strongly implied intentions, 
but occasionally, as would seem the case currently, the Fed’s 
hand is forced by the collective opinion of investors who 
believe the Fed will act. In either case, the result is lower rates.  

For buyers of bonds, a return to low rates is frustrating 
because it means lower yields and lower income.  For those 
already holding bonds, low rates are a mixed blessing. Of 
course, our clients are both buyers and holders. Bonds, as 
measured by the Bloomberg Barclays Aggregate Index, a 
broad holding of fixed income securities, returned 6.1% year 
to date through the second quarter, with long-term and 
corporate bonds, respectively, outperforming the rest of the 
market. Although we plan to hold most of these bonds to 
maturity, we view increasing asset prices positively, as it can 
bolster returns in other parts of the portfolio and provide 
liquidity, or exit points, for those needing cash or portfolio 
rebalancing. 
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An additional phenomenon when interest rates fall so 
drastically is the increase in bonds called away by their issuers. 
This too can be a mixed blessing since we buy callable bonds 
only when an early call means the return to the bondholder 
will be higher (on an annualized basis) than it would have been 
had it simply gone to its maturity date. When a bond is called, 
unlike holding a bond to maturity when you will only receive 
par, the higher return is locked in for the client. But, as you can 
guess, since a bond call is like a refinancing, we lose the bond, 
and must replace it, during a period of lower interest rates.

If all of this sounds like a recipe for lower income from your 
bond portfolio, it is important to remember that our bond 

holdings are laddered for this very reason. Only a relatively 
small percentage of the bond portfolio turns over during 
periods of falling interest rates and most of the existing bonds 
were purchased and locked in when yields were higher. Since 
our bond ladders go out the next 10 years or so, we expect 
periods of reinvestment in the future when yields will be 
higher. In the meantime, we will maximize the benefit of 
increasing bond prices as necessary and take this opportunity 
to reevaluate which corner of the bond market currently 
presents the most attractive options for investment.

Continued From Page 1
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. Another study found that an 
optimal spending plan can add up to 0.70% annually relative to 
an arbitrary approach.

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.

SECOND QUARTER 2019

It boils down to minimizing the tax on your withdrawals over your lifetime.  There are a couple 
options to consider.  
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HOW DO I GET THE MOST OUT OF SOCIAL 
SECURITY?
Social Security can get complicated. Let’s cover the basics 
first and then we will look at a couple of examples and the 
most common questions we get. One of the best places to go 
for more information on Social Security is their web site: 
socialsecurity.gov. In addition to the information on claiming 
your Social Security, you can also set up your online account. 
This will provide you with easy access to your earnings history, 
estimated benefits, and other Social Security related services.

Social Security provides a basic income that you and your 
spouse can count on for the rest of your life. The later you 
claim, the larger your monthly benefit will be. And you get 
more from Social Security if prices for goods and services 
rise, so your purchasing power stays similar. This is called a 
Cost of Living Adjustment or COLA for short.

Your benefit is based on the average of the highest 35 years 
of earnings on which you paid Social Security payroll taxes. It 
is a good idea to check your Social Security statement, or set 
up your online account, before retiring to assure you have a 
good 35-year record. It may make sense to work a little 
longer at a higher pay level before you retire and claim Social 
Security. Social Security will adjust your 35-year record up if 
you continue to work, and earn more, while receiving Social 
Security, but only going forward.

If you are receiving Social Security Retirement benefits and 
you change your mind about when they should start, you 
may be able to withdraw your Social Security claim and 
re-apply at a future date. However, if you change your mind 
12 months or more after you became entitled to retirement 
benefits, you cannot withdraw your application.
 

- Time of radical change
- Graduating from college
- Moving out of parent’s 
  house
- Getting your first grown 
  up job

THINGS YOU CAN DO
- Establish a plan and 
begin to save now
- Create an emergency 
fund
- Stick to a budget

twenties

- Increased financial 
  responsibility
- Major life events: 
  marriage purchasing a 
  home, children

THINGS YOU CAN DO
- Be open about your 
financial life with your 
partner i.e. reveal debts. 
- Budget if you plan to 
have kids - Education 
funds, How will you 
work?
- Be realistic about 
what you can afford 
when buying a home
- Stick to a budget

thirties

- Would have experienced 
  major milestones
- Need to prepare for 
  more changes ahead

THINGS YOU CAN DO
- Stay up-to-date on 
financial goals
- Be your own advocate 
in your career
- Stick to a budgetforties

- Biggest financial 
challenge: 
  taking care of aging parents
- Formulate a financial plan 
  to ensure parents are ok
- Catch up contributions 
  on your retirement
- Get Long Term Care 

THINGS YOU CAN DO
- Make sure you have 
a financial plan and 
work with a pro.
- Stick to a budgetfifties

- Focus is on retirement 
  and legacy issues
- Have a discussion with 
  kids about your money 
  and what it means to you

THINGS YOU CAN DO
- Re-evaluate your 
investments
- Determine how 
you want to spend 
assets in retirement 
and what you want 
to leave to heirs 
and/or charity
- Stick to a budget

sixties
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Relative to 
S&P 500

NW BLUE CHIP GROWTH STOCKS

Top 10 Stocks % of Total

Oracle Corp  5%

Microsoft  5%

Cisco    

Apple Inc 

4%

4%

PepsiCo Inc 4%

Automatic Data Processing Inc 4%

Accenture  4%

Disney 3%

Alphabet 3%

Procter and Gamble 3%

Top 10 Stocks % of Total

Insperity  8%

Fair Isaac Co. 5%

AMN Healthcare     

Generac Holdings

4%

4%

Broadridge Fin Sol   4%

Navigant Consulting   3%

Allegion Pub Ltd 3%

Microchip Technology 3%

Mettler Toledo 3%

Wynn Resorts 3%

NW SMALLER COMPANIES STOCKS
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NW EQUITY INCOME STOCKS

Top 10 Stocks % of Total

Johnson & Johnson 9%

Emerson Elec.   6%

Caterpillar Inc. 6%

Paychex     6%

Sysco Foods  6%

McDonalds  5%

Stanley Black & Decker 5%

Clorox 5%

Blackrock 5%

Abbott Labs 4%

NW INTERMEDIATE FIXED INCOME

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

2.250% Due 11-15-25

Top 10 Bonds Coupon/Maturity % of Total

United States Treas NTS 2%2.000% Due 11-15-26

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

Johnson & Johnson 2%2.950% Due 03-03-27 

United States Treas NTS  

2%

2.250% Due 11-15-27 1%

Mead Johnson Nutrition Co 4.900% Due 11-01-19   1%

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

United States Treas NTS

1%

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

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

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

1 Year

6.6%

3 Years

1.7%

5 Years

2.2%

Alternatives
Timber

Energy Infrastructure

Commodities

Real Estate

1 Year

-20.7%

2.3%

-6.5%

9.4%

3 Years

12.1%

3.0%

-1.5%

3.5%

5 Years

4.6%

-4.0%

-9.4%

7.3%

Equity Indices
Large Stocks (S&P 500)

Small Stocks (Russell 2000)

International Stocks (EAFE)

1 Year

10.3%

-3.5%

1.3%

3 Years

14.1%

12.2%

8.8%

5 Years

10.7%

7.1%

2.1%

MARKET INDEX DATA  (As of 6/30/2019)
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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.

We made no material changes to our ADV Parts 2A or 2B in our latest filing.

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.

Disclosures 
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