
RISK TOLERANCE
We have written in the past about risk 
tolerance and how it plays into the discussion 
of asset allocation. It has a large impact on 
one’s ability to stay the course during volatile 
times and directly relates to an appropriate 
asset allocation. In other words, it could be 
called your “sleep factor”. At Northwest 
Investment Counselors we try to balance our 
clients’ risk tolerance with time horizon and 
goals. This year has given everyone the chance 
to assess their true risk tolerance. It is easy to 
say you are comfortable with stock market risk 
in a rising market, it is another story to say you 
are comfortable in a falling stock market. 
When the stock market is experiencing high 
levels of volatility are you able to sleep at night 
with the amount of exposure you have to it? If 
the answer is “yes”, then your allocation 
matches your level of comfort with stock 
market exposure. If the answer is “no” then it 
may mean that your risk tolerance is lower 
than you thought. Now is a good time to 
discuss if it might be time to change your 
allocation to match your risk tolerance 
assuming you can still meet your goals with 
your time horizon.

ADV DISCLOSURE UPDATE 
Included in this mailing is our new Customer 
Relationship Summary. This is a new disclosure 
document required to be sent to retail clients 
by the Securities and Exchange Commission 
for all Registered Investment Advisers and 
Brokerage firms.  If you have any questions 
after reading, please contact us. 

WHAT TO EXPECT FROM YOUR 
ZOOM PORTFOLIO REVIEW
In some ways, 2020 is turning out more like a 
futuristic sci-fi movie from the 1950s than 
we’d hoped. The government wants to know 
your temperature, cars drive themselves, a 
single company delivers us all of our goods 
(and recommends them before we even know 
we need them), and visitors come into your 

house via hologram digital screens. As many of 
you who have already had a Zoom portfolio 
review with us have heard us say, 2020 has 
been a fast forward button, with many who 
had never dreamed of ordering groceries 
online or celebrating a birthday via Zoom, 
doing just that. 

Of course, we miss the warmth and human 
interaction of our in-person meetings, but the 
response to Zoom reviews has been 
overwhelmingly positive. Whether it has been 
avoiding the traffic or trip to our office from 
the other side of town, the simplicity of 
sharing and drawing on documents, and the 
inclusiveness of inviting trusted persons 
(normally kids) to virtual meetings, every 
client has found something to appreciate 
about the new, and temporary (fingers 
crossed) way of meeting. We suspect that 
even when it is back to business as usual, 
some of our clients will prefer the ease of our 
increasingly competent and adaptable Zoom 
meetings.

All humor aside, the biggest concern for us 
and our clients, is how secure our meetings 
are, given the confidential nature of client 
portfolios and financial information. The most 
important safeguard, on top of the password 
protected, invitation only nature of our Zoom 
meetings, is the fact that none of the report 
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Northwest Calendar
September 7 - Labor Day - Office Closed

October 22 - 27 - Legacy Hospital, Women of 
Meridian Park Virtual Auction - Gold Sponsors
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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!

WE ARE HERE FOR YOU
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Stocks staged a brisk and, to many, surprising 
recovery during Q2.  Broad indices turned in their 
best performance in over 20 years in Q2.  Technology 
and cyclical stocks led the increase since the March 
lows.  Over the last year (see chart), only the Dow 
(yellow) and smaller capitalization stocks (gray line) 
are still in negative territory. The tech-heavy NASDAQ 
(light blue) is up over 20%!  

To summarize and repeat what we have discussed 
with many of you on Zoom calls, we took a cautious 
approach in Q1 and Q2.  We thought there was a 
good chance stocks could grind lower as lockdowns 
walloped the economy and corporate profits.  Our 
plan was to rebalance your portfolios monthly, 
adding to stocks (in most cases) with a goal of finding 
a bottom in stocks some time in 2020 with an 
expected recovery in 2021.  So far, that has proved 
too pessimistic with stocks having started to recover 
in late March.  At the same time, we were reviewing 
our holdings to ensure that each could withstand a 
depression (we sold a couple), we were adding to 
long-time holdings that once again became attractive 
investments, and we were researching new 
investments (we added two new companies 
discussed below).  With the abrupt recovery in stock 
prices, we had a few other good investment 
candidates that didn’t reach prices where we would 
have considered them for the portfolios.

We added Envista Holdings Corp. (NVST) to our 
Smaller Companies portfolio at the end of Q1.  
Envista develops, manufactures and markets dental 
products in the United States and internationally. The 
company operates in two segments, Specialty 

Products & Technologies and Equipment & 
Consumables.  It has a market capitalization currently 
of just over $3 billion. 

We added Carrier Global Corp. (CARR) to our Blue 
Chip Growth portfolio in Q2.  Carrier, recently spun 
off from United Technologies, is a leading global 
supplier of HVAC, fire suppression, and security 
solutions for residential and commercial buildings 
with its Carrier, Bryant, and Kidde portfolio of brands.  
It has a market capitalization currently of about $19 
billion.

What do we see going forward?  Volatility is likely to be 
ever present and pronounced. The economy is still 
reeling from 20 million unemployed. S&P earnings may 
decline by 20% or more in 2020. A Democratic sweep 
in November seems more likely and with that may 
come increased corporate taxes and regulation. A 
vaccine may be near or far away--the market will rise 
on success and fall on setbacks. Even after the 
pandemic is over we will have substantial debts to 
repay requiring higher taxes. 

What are we doing for the remainder of 2020? On the 
stock side of things, we will continue to make sure the 
balance sheets of the companies we own for you stay 
solid.  We will probably scale back rebalancing to 
annually since stocks have recovered and most 
portfolios are now within guidelines.  Finally, we are 
always behind the scenes looking for quality 
companies trading at a discount from our estimate of 
intrinsic value.
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As noted in our earlier commentary, stocks staged 
what many considered to be a surprising recovery 
in Q2 given the pandemic and resulting economic 
turmoil. The recovery in bonds was also surprising, 
and simultaneously, unsurprising. It may have 
been surprising if you were too fixated on 
plummeting stocks—which fell nearly 35% from 
their prior highs—to notice that bonds also fell 
sharply. The aggregate bond index, which typically 
moves in the opposite direction of stocks, fell 6% in 
the two weeks ending March 19, with corporate 
bonds decreasing by over 15%, and energy sector 
bonds falling 25%. Thus, finding out that the strong 
performance in bonds year to date and in the 
second quarter included a huge dip and recovery is 
a surprise to those who are not regular followers of 
the bond market. The fact that they fell in the first 
place may also seem surprising given that interest 
rates, which move in the opposite direction of 
bond prices, promptly plunged to historical lows at 
the onset of pandemic as the Fed lowered its policy 
rate and announced a major round of quantitative 
easing aka bond buying to bolster markets.

To those of us who watch the bond market closely, 
the concern was as palpable as it felt to the masses 
watching the stock market. Liquidity suddenly felt 
non-existent, bond prices of companies that 
seemed soundly investment grade only weeks or 
days before were dropping like stones, and even 

Treasuries—one of the world’s safest 
assets—temporarily tumbled as investors flocked 
to the perceived safety of cash. This brings us to 
the unsurprising recovery that many investors 
didn’t know bonds needed to stage. There is a 
saying, “don’t fight the Fed,” which means that 
investors do well to invest in a way that aligns with 
Fed policy. Put differently, when the Fed 
announces its intention to buy government and 
corporate bonds, it should not be a surprise when 
investors also buy bonds and drive up prices. 

Bond prices began rising upon the Fed’s declaration 
in March it would buy corporate bonds. They 
continued rising in May as the Fed started buying 
exchange traded bond funds and rose even more in 
June when the Fed began buying individual bonds 
via an index it created solely for those purchases. 
The Fed even went so far as to buy certain junk 
bonds, supporting some of the riskiest and most 
cash strapped issuers. The impact was impressive, 
with bonds returning almost 7% since the Fed’s 
announcements in late March and its actions in the 
second quarter. Corporate bonds are up more than 
17% during the same period. The unprecedented 
move by the Fed, along with other programs 
developed in the Great Recession and 
implemented in March, likely kept the economy 
from sinking into something worse than a recession 
and brought the bond market back from the brink. 
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In the world of investment grade bonds, these are huge 
swings. Yet, comparing the relatively large swing in bonds 
with that of stocks over the same period offers puts the 
different risk profiles in perspective. For the one-year period 
ending June 30, 2020, stocks and bonds had a very similar 
return—around 7%—but very different paths to get there as 
seen in the chart. 

This chart should serve as a reminder of the role bonds play in 
client portfolios. Most investors prefer not to have their 
entire portfolio subject to the volatility of stocks. Bonds can 
cushion the downward blow, and in a 50/50 portfolio can 
serve to offset much of the pain from stock declines. As of the 
end of Q1, a 50/50 stock and bond benchmark portfolio was 
down only 5% on a 1-yr basis, while a benchmark portfolio of 
100% stock exposure was down by as much as 18%. By the 
end of Q2 a 50/50 benchmark portfolio had a gain of 2.3% 
over a 1-yr time period, while the all stock portfolio was still 
down over 5%. In the long-term, we expect the all stock 
portfolio to have better performance, but the swings are 

likely to be too volatile for our typical client. Afterall, investing 
is not about achieving the highest return, but rather, 
achieving the best return at a given level of risk.

Our long-term commitment to balanced stock and bond 
portfolios has not wavered, and though our strategy on 
bonds—laddered portfolios—remains the same, we are 
nimble in the short-term with respect to our areas of focus. 
During the dramatic drop in prices of corporate bonds, we 
snapped up many cheap, financially stable, short-term 
corporate bonds for client portfolios with excess cash. 
Municipal bonds also appeared cheap during the worst of the 
volatility, providing an opportunity to buy high quality 
municipal bonds at a discount for those accounts for whom 
munis are a fit. 

Now, with the Fed in the market buying bonds, interest rates 
have fallen across the maturity spectrum and across different 
classes of bonds. But we have been here before. In the past 
10 years we have had periods of very low interest rates that 
test bond investors’ patience and shakes their confidence in 
the need for bonds. However, the recent episode in stocks 
should serve as a reminder that bonds do more than simply 
provide income. Bonds serve as the bedrock of a portfolio. 
Bonds preserve capital by experiencing lower lows than 
stocks, and in most cases, moving in the opposite direction of 
stocks, especially Treasuries. 

We will continue to ladder our diversified bond portfolios, 
assessing bonds that offer the best value within a certain class 
of bonds, not relative to the entire universe of bonds. A 
government bond might have a lower interest rate than a 
corporate bond of comparable maturity but may offer the 
better value. When one area seems cheaper and more 
attractive than another, whether it is municipal bonds, 
government agencies, or even CDs, we will temporarily shift 
focus, but will always keep a long-term view and maintain 
diversification in our overall exposure.
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pages we share contain client account numbers, addresses, 
or other sensitive information. An additional layer of 
internet security exists on our home office computers, 
provided by our trusted, long-time IT provider. If you have 
additional questions or concerns about the security of 
virtual meetings ahead of an upcoming meeting, or that 
have kept you from wanting one in the first place, please feel 
free to reach out so we can address those and help facilitate 
your comfort. We are stil happy to conduct portfolio reviews 
over the phone, but much prefer to see you “in person.

On this page, we lay out instructions and user guidelines to 
help you get started on Zoom and have a successful 
audio-visual experience:

JOIN A MEETING

When you join a Zoom meeting hosted by another user, you 
are considered an attendee. The user who scheduled the 
meeting will have host controls, including muting audio, 
using video, screen sharing and more.

Join a meeting by clicking on a Zoom link provided by the 
meeting host => follow the prompts to download and run 
Zoom => enter the meeting ID if prompted => click to join 
the audio conference. When you’re in the meeting, you may 
click on the Start Video button to start your video.

MUTE/UNMUTE & AUDIO SETTING

You can mute and unmute your microphone. The host also 
has the ability to mute you. If you click on the arrow next to 

the mute button, you will have additional options for audio 
settings. You can change your microphone, leave the 
computer audio or access the audio options.

START/STOP VIDEO & VIDEO SETTING

You can turn your camera on or off with the Start/Stop Video 
button. By clicking on the arrow next to the start/stop video 
button, you can change webcams, access your Zoom video 
settings, or select a virtual background (if enabled).

SUCCESSFUL VIDEO TIPS

Background – Make sure what the camera can see in the 
background is clean and uncluttered. Try to find a neutral 
space as a backdrop, like a wall or a door. 

Camera position – Your camera should be at eye level. Try 
using a stack of books or magazines to get your computer at 
the right height.

Lighting – The room you choose should have good lighting. 
You might consider putting a lamp next to your computer 
facing your face as well.

Rehearse – Do a dress rehearsal to make sure that you know 
how to set everything up. You’ll want to know how to 
position your camera, how to use the technology, and what 
the background looks like on camera.

Noise – Find a quiet space! If you are the only one joining the 
meeting, headphones are very useful to hear other 
participants clearly.

WE ARE HERE FOR YOU
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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       7%

Alphabet   

Oracle Corp 

5%

4%

Accenture    4%

Intel 4%

PepsiCo Inc 4%

Cisco      4%

Procter and Gamble 3%

Nike 3%

Top 10 Stocks % of Total

Fair Isaac Co.  7%

Generac Holdings    6%

Insperity  Fair Isaac Co. 

Microchip Technology     

5%

4%

Broadridge Fin Sol    4%

Expeditors  3%

AMN Healthcare 3%

Allegion Pub Ltd  3%

Mettler Toledo 3%

Equifax 3%

NW SMALLER COMPANIES STOCKS

Top 10 Stocks % of Total

Clorox  7%

Emerson Elec.   7%

Caterpillar Inc.   7%

McDonalds 6%

Paychex   6%

Blackrock 6%

Price T Rowe  6%

Stanley Black & Decker 5%

Home Depot 5%

Sysco 5%

NW INTERMEDIATE FIXED INCOME

Agilent Technologies 3.200% Due 10-01-22 1%

2.950% Due 03-03-27 

Top 10 Bonds Coupon/Maturity % of Total

Federal Farm CR BKS 3%2.080% Due 12-02-30

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

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

United States Treas NTS  

2%

1.750% Due 09-30-22 1%

United States Treas NTS  2.250% Due 11-15-27 1%

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

Johnson & Johnson 

1%

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

3.125% Due 11-15-28United States Treas NTS 1%

Equity Indices

Small Stocks (Russell 2000)

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

1 Year

7.0%

3 Years

4.3%

5 Years

3.3%

Alternatives
Timber

1 Year

-6.8%

3 Years

-1.5%

5 Years

-3.0%

MARKET INDEX DATA 

Large Stocks (S&P 500)

1 Year

7.5%

-6.7%

-5.3%

3 Years

10.7%

2.0%

0.7%

5 Years

10.7%

4.3%

2.0%International Stocks (EAFE)
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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.

Material Changes
Item 7. We removed any reference to Foliofn.
Item 11. We removed any reference to Foliofn. We no long have clients custodied at Foliofn and have terminated our custodial relationship with Foliofn.
Item 14. We removed the disclosure regarding our arrangement with Wealth Management Inc. (WMi) since our contract with WMi expired in 2019.

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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