
BLACK DIAMOND YOUR CLIENT PORTAL

Have you had a chance to log into our client portal, Black Diamond? Included in this mailing is 
your semi-annual, hard-copy portfolio report, where you can see your performance, investment 
positions, and portfolio metrics. If you like this report and want to see it more often, along with a 
range of additional information, setting up your online access and logging in will empower you to 
explore the portal’s interface, capabilities, and options for communicating with our firm. If you 
would like a copy of our full user guide or would like help getting set up, please contact our office.
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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!

LIVE WELL. RETIRE BETTER.

SECOND QUARTER 2021

Northwest Calendar
Sept 6 - Labor Day - Office Closed

Oct 6 - Private Wealth Management Series
Fashion, Florals, and Frosting Virtual Event
10:00 am - More information to come

Oct 25-28 - Legacy Hospital, 2021 Women of 
Meridian Park Virtual Event
Silver Sponsors

ADV DISCLOSURE UPDATE

Included in this mailing is our Client Relationship 
Summary. This is a new disclosure document 
required to be sent to clients by the Securities 
and Exchange Commission for all Registered 
Investment Advisers and Brokerage firms. 
Periodically we will update this disclosure, at 
which time we will include the document and a 
description of those updates in our quarterly 
mailing. If you have any questions, please 
contact us.
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The U.S. economy continued to recover (and at a 
quickening pace) and U.S. stock indices continued to 
hit new highs during the quarter just ended.  The pace 
of the economic recovery and inflation seem 
foremost on investors’ minds so we will discuss those 
in some detail below and the potential impact on 
stocks going forward.  Overall, to summarize, it has 
been a good year so far in the stock portfolios we 
manage for you, and we are pleased with the 
companies we own.

First, the economy.  After a spring lull, hiring has 
picked up the pace lately with 850,000 people finding 
work in June. The unemployment rate increased 
slightly as more workers returned to the labor force 
from the sidelines.  The economy probably expanded 
in the second quarter at a pace greater than the 6.4% 
rate posted in the first quarter of 2021.  However, we 
are still down about 6.5 million jobs since the start of 
the pandemic in 2020 (see chart).  With the economy 
recovering quickly, we see the Federal Reserve 
putting the brakes on their bond buying (Quantitative 
Easing) later this year and contemplating increasing 
short-term interest rates some time in 2022/2023.  If 
so, and if long-term interest rates follow suit, this 

may negatively impact stock valuations.  The other 
side of this coin, and why stock market forecasts are 
iffy at best, is earnings may be stronger than investors 
have been pricing into valuations due to the 
strengthening world economy.  And, the Fed doesn’t 
control longer-term interest rates--the market does.  
These variables could largely cancel each other out so 
stay tuned.

There are still some concerns. Inflation appears to be 
increasing with the latest readings hitting 
multi-decade highs depending on the inflation 
measure one references (see chart of Consumer Price 
Index on the next page in red). Currently, the Fed 
expects these increases to be temporary and the 
graphic below supports this thesis to some degree. 
The red figures are headline inflation and the blue 
adjusted or smoothed out over two years.  If we 
measure inflation not from the depths of the 
pandemic but from the year before as in the graph, 
inflation is up but not nearly as much, and not nearly 
as concerning. Morningstar’s economists see full year 
2021 inflation coming in at 3%, above the Fed’s 2% 
target but nothing to be too concerned about from a 
stock investor’s perspective. Here, like above with 
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the strengthening economy, increases in inflation expectations 
may put upward pressure on long-term interest rates and 
downward pressure on stock valuations.

The S&P 500, was up about 8.5% in the second quarter.  
International stocks were up a little over 5% and small cap up 
about 4%.  Based on Morningstar valuation data, only 12% of 
stocks in their North American coverage list of 745 companies 
are intrinsically undervalued.  In the last 15 years, only six 
other times have stocks been so expensive.  The graphic 
below from Morningstar displays this data by sector with the 
green and blue being undervalued while the other colors are 

either fairly priced or overvalued.  The energy sector has the 
most undervalued stocks but is typically chock-full of 
commodity businesses of little interest to us.

We made no additions to or deletions from the portfolios we 
manage during the quarter.  We continue to look for 
companies with sustainable competitive advantages selling 
for less than our estimate of intrinsic value.  The universe of 
prospective investments which meet those two criteria is slim 
currently.  Be patient, though, as a correction will eventually 
come and we will likely find a good investment or two.
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Broad Equity Market Trading Above Fair Value - source: Morningstar
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Interest rates in the second 
quarter mostly shrugged off 
inflation concerns and higher 
inflation readings than the 
economy has seen in years, with 
the 10-yr Treasury falling from a 
high of 1.74% at the beginning of 
the quarter to 1.47%. Investors did 
their best to read between the 
lines of guidance from the Federal 
Reserve both about its position 
that inflation is transitory and its 
new policy that allows for inflation 
to run north of its long-term 2% 
target over short time periods. The 
market appeared unconvinced 
that inflation is here to stay, thus 
the decreasing interest rates. Interest rates 
typically rise when inflation is expected to run 
higher than normal. 

The Bloomberg Barclays US Treasury Index was up 
almost 2% in the second quarter after a rough first 
quarter that saw bonds lose 4.5%+. The Bloomberg 
Barclays US Aggregate Bond Index (the Agg) rose 
1.8% while the Bloomberg Barclays index of 
corporate bonds rose 3.5% owing to the longer 
duration of the corporate index than either the Agg 
or the Treasury index and also due to spread 

compression. All things equal, longer duration 
bonds tend to increase in price more than their 
shorter counterparts when interest rates fall.

Corporate bond spreads (i.e., the additional yield 
earned by taking on the credit risk of a company 
instead of the US Government) narrowed, or 
decreased, in the quarter, also contributing to the 
stronger performance of corporate bonds than 
Treasuries. When spreads narrow, the price on the 
riskier security rises more (or falls less) than the 
reference security (which is normally a Treasury). 
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The impact of spread compression on a bond’s price is not 
quite a second derivative but can be thought of as a 
complicating matter in trying to assess how bonds will 
perform. More than half of a bond’s price change comes from 
the change in market interest rates, but a bond’s price can 
also change due to factors specific to that issuer, or because 
of the structure of the bond, or perceived changes in riskiness 
within entire sectors, or even within the entire landscape of a 
particular sector of bonds such corporate bonds or municipal 
bonds. As the pandemic set in, spreads across the corporate 
and municipal universe widened as investors perceived 
greater risk to these types of issuers compared to the safety 
of Treasuries. As the recovery has strengthened, spreads 
have continued to narrow as yields converge.

Investing is both an art and a science. The science part is easy. 
The price you pay for something, such as a stock or a bond, is 
the price. It is known, quantifiable, and comparable, both to 
current prices on other stocks and bonds, and to its past 
prices. Forecasting the future to figure out if today’s price is a 
good price or not, is where it becomes an art, and it’s 
decidedly more difficult and less reliable. An investor must 
take all available information (again back to science) such as 
market data and economic data, past and current prices, and 
somehow divine the future direction of those prices (the art). 
Where this gets tricky is when several of those data points are 
themselves subject to interpretation, such as Fed policy or 
inflation expectations. Certain types of economic and market 
data such as GDP growth rates or the number of jobs added 
to the economy are relatively easy data points to digest, and 
even if they are revised, they can tell us something fairly 
dependable about the economy.

Investors can attempt to make investment decisions based on 
these different levels of information, not unlike peeling back 
layers of an onion. For example, an investor might have a 
hypothesis on what they think the Fed will do with interest 
rates, such as raise its target rate. The investor will then need 
to have a theory about what the impact of that Fed action will 
be (and hope the Fed follows through on that action). Even if 
the investor is correct on both accounts and identifies a stock 
or bond he or she wants to buy, the sector that contains the 
potential investment may be impacted by some unforeseen 
variable (e.g., the perceived risk within the technology sector 
might go up with news reports that politicians want to break 
up companies). After navigating all those variables, the 
investor is at the whim of what an individual company may or 
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may not do to improve or worsen its financial situation (e.g., 
an acquisition financed with lots of debt) after the investor 
has purchased the security.  This is a top-down approach.
   
Most often, the investor would be better served by focusing 
on areas where he or she has the most control. An investor 
can only control the actual purchase of their investment. For 
instance, with a little due diligence an investor can buy the 
bond of an issuer with a sound balance sheet, at a price/yield 
that seems attractive on a relative basis to other options 
available at the time. In this method, no matter what they 
pay, an investor will at least end up owning a financially solid, 
well-run company, no matter what is happening in the outer 
layers like the broader economy or no matter the decisions of 
central bank policy makers. This is not to say the investment 
will be profitable, but it’s a good place to start. We call this a 
bottom-up analysis.

For bonds we apply a bottom-up approach firstly by not 
getting hung up on the level of interest rates. Bonds are 
constantly maturing in client portfolios and those proceeds 
need to get reinvested to earn income for clients and to 
provide ballast during rocky times for balanced portfolios. 
Since we have established it is difficult and often ill-advised to 
try to time purchases based on expectations of where the 
market is going, it makes sense to find companies with strong 
balance sheets, positive cash flow, a serviceable 
debt-maturity schedule, access to capital markets and other 

forms of financing, and to try and buy bonds of those 
companies at prices that seem cheap for how sound the 
business appears. Adding in spread analysis (to see if it will 
pay enough to take on credit risk) can inform a bond investor 
if it makes more sense to look in another segment of the bond 
market such as Treasuries, government agency bonds, or 
municipal bonds. We believe that our sensible approach to 
analyzing, buying, and laddering bonds provides clients with 
secure portfolios that generate income, provide liquidity, and 
maintain portfolio stability over the long-term.
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Most often, the investor would be better 
served by focusing on areas where he or she 
has the most control. An investor can only 

control the actual purchase of their investment.



As the stock market continues to reach historic levels, we 
want to remind our clients that trying to time the market is a 
risky endeavor. One must be right twice: get out at the right 
time and get back in at the right time. It is difficult to do that 
consistently. Instead, we focus on buying stocks at the right 
price and then staying the course. We believe in the adage, 
“it’s time in the market, not timing the market.”
  
While it may take us time to get clients fully invested, once 
invested it is our desire to stay invested and only make small 
adjustments along the way. Ensuring that each client has the 
right asset allocation (how much is invested in stocks and 
bonds) allows us to follow a reliable strategy for the long-term. 

The chart to the right shows what happens to the growth of 
$10,000 since 1950 through March of 2020 had an investor 
missed 10, 15, or 25 of the best days, respectively. As one can 
see, the impact is striking and the lesson is clear: stay the course. 

STAYING THE COURSE
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From time to time, we like to highlight different cyber risks to 
our clients, especially as so many of our transactions and 
interactions have moved online. With the real estate market 
for residential property running hot, and since we know some 
of you may be selling or buying a home currently, we wanted 
to point out a particularly important area of concern. 

Real estate wire fraud is becoming more and more common 
and can leave prospective home buyers out hundreds of 
thousands of dollars, often with limited recourse. CNBC 
reporting indicated consumers lost over $220 million in these 
types of schemes in 2020. An article from Investors Title 
Company describes the process and ways to protect yourself: 
“When it comes to real estate-related wire fraud, thieves 
typically target homebuyers in the final stages of their 
transactions. Hackers gain access to the email accounts of key 
personnel — whether it be attorneys, mortgage lenders, title 
companies, buyers, sellers, or real estate agents — and 
monitor their messages for details of the deal as it unfolds. 

The criminals then create a fake email address that mimics the 
seller, seller’s agent, a title company, an attorney, or other 
stakeholder in the transaction and sends a request to wire the 
closing money to a specific account. By copying logos, email 
signatures and using language that sounds legitimate to the 
buyers, they can fool their victims.

The victim, assuming that the email is a legitimate request and 
a logical next step in their deal, complies and wires the 
payment. Once the transfer is completed, the money is in the 
hands of the thief and will likely be lost forever.” 

They go on to list some easy steps to prevent real estate wire 
fraud. Most importantly, DO NOT CONFIRM WIRE 
INSTRUCTIONS BY EMAIL. Call to confirm your wiring 
instructions by phone using a known number before 
transferring funds. Do not use phone numbers or links from 
an email. Also, it is smart to be suspicious first and trusting 
second. Title companies do not change wiring instructions and 

payment info by email. If you receive an email that includes 
these kinds of requests, contact your title company 
representative immediately and file a complaint with the 
Internet Crime Complaint Center (IC3). 

When in doubt, always pick up the phone and ask your bank, 
title company, or other financial institution to confirm the 
name on the account before sending a wire. Always call to 
confirm receipt of the wired funds within four to eight hours 
of sending the wire.

If you believe you have been targeted by a wire scam, your 
best bet to recover the money will be by acting within 24 
hours. Immediately call your bank and ask them to issue a 
recall notice for your wire. Then report the crime to IC3, and 
lastly call your regional FBI and police.

 

REAL ESTATE WIRE FRAUD
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Once the transfer is completed, the money is 

in the hands of the thief and will likely be 

lost forever.



Item 1: Introduction 

Northwest Investment Counselors, LLC is an investment 
adviser registered with the Securities and Exchange 
Commission. We are not a broker-dealer. Brokerage and 
investment advisory services, as well as the fees associated 
with each, differ and it is important you understand the 
differences. There are free and simple tools available to 
research firms and financial professionals at 
investor.gov/CRS, which also provides educational materials 
about broker-dealers, investment advisers, and investing. 
This document will give you a summary of the types of 
services we offer and the fees we charge. 

Item 2: Relationships and Services 

Questions to ask us: Given my financial situation, should I 
choose an investment advisory service? Why or why not? 
How will you choose investments to recommend to me? 
What is your relevant experience, including your licenses, 
education and other qualifications? What do these 
qualifications mean? 

What investment services and advice can you provide me? 
Our firm primarily offers investment management (we 
develop an investment allocation using a risk assessment and 
conversations with you to compose a portfolio of stocks and 
bonds), financial & retirement planning (we assess your 
financial situation and provide advice to meet your goals), 
and trust services (we manage your trusts and serve as point 
of contact for your family) to our retail clients. As part of our 
standard services, we monitor your account continuously. 
Our firm has discretionary management, but you may impose 
reasonable restrictions on our management. We limit the 
types of investments we add to your account to those 
approved by our Chartered Financial Analysts (CFAs). Our firm 
has a minimum relationship size of $500,000. Please also see 
our Form ADV Part 2A (“Brochure”), specifically Items 4 & 7. 

Item 3: Fees, Costs, Conflicts, and Standard of 
Conduct

Questions to ask us: Help me understand how these fees and 
costs might affect my investments. If I give you $10,000 to 
invest, how much will go to fees and costs, and how much 
will be invested for me? What are your legal obligations to 
me when acting as my investment adviser? How else does 
your firm make money and what conflicts of interest do you 
have? How might your conflicts of interest affect me, and 
how will you address them? 

What fees will I pay? Our advisory fees are asset-based, 
charged quarterly in advance, and are determined by the 
level of assets in your portfolio and your investment 
allocation. The greater the assets in your portfolio, the more 
you will pay in fees, though your marginal rate may decrease. 
You pay our fees even if you do not have any transactions and 
the advisory fee can vary based on the type of investments 
selected. You will pay a lower rate for an all fixed income 
portfolio and higher for an all stock portfolio. Please also see 
Items 4, 5, 6, 7 & 8 of our Brochure. Clients may incur 
additional fees related to our investment services but not 
paid to us. Certain investments (e.g., exchange traded funds 
or mutual funds, etc.) impose additional fees (e.g., 
management fees and/or have transactional fees) that 
reduce the value of your investments over time. You will pay 
fees and costs whether you make or lose money on your 
investments. Fees and costs will reduce any amount of 
money you make on your investments over time. Please 
make sure you understand what fees and costs you are 
paying. You can refer to our investment advisory agreement 
for your specific fee schedule. Additional details are available 
in our Brochure.

NORTHWEST NEWS

© 2021 Northwest Investment Counselors, LLC LIVE WELL. RETIRE BETTER.—9—

SECOND QUARTER 2021

CLIENT RELATIONSHIP SUMMARY



NORTHWEST NEWS

© 2021 Northwest Investment Counselors, LLC —10—
A Quarterly Publication by Northwest Investment Counselors

SECOND QUARTER 2021

What are your legal obligations to me when providing 
recommendations? How else does your firm make money and 
what conflicts of interest do you have? When we act as your 
investment adviser, we have to act in your best interest and 
not put our interest ahead of yours. At the same time, the way 
we make money creates some conflicts with your interests. 
You should understand and ask us about these conflicts 
because they can affect the investment advice we provide 
you. Here are some examples to help you understand what 
this means.

Conflicts of interest: We earn fees based on the amount of 
assets in your portfolio, thus we have an incentive to increase 
the assets you have with us to increase the fees we receive. 
We have an incentive to recommend our highest fee-paying 
strategies to clients since conservative or all bond strategies 
are subject to lower fees. We have numerous safeguards in 
place to ensure clients receive an investment strategy in their 
best interest. Our participation in the Schwab Advisor 
Network (SAN) presents a similar conflict of interest. We pay 
Schwab a Participation Fee on all referred client accounts. The 
fee, which is typically 0.25% per annum, creates the incentive 
to recommend our highest fee-paying strategies for SAN 
referrals. For further discussion on conflicts of interest please 
reference our ADV Part 2A. 

How do your financial professionals make money? We and 
our financial professionals are compensated in the form of a 
salary, bonus, and profit-share from the fees earned by the 
advisory services we provide to you. Our financial 
professionals earn quarterly bonuses related to the amount of 
client assets they service, for their role in new client assets, 
and for exceeding a primary benchmark. None of our financial 
professionals receive referral fees or commissions from third 
parties, nor are they compensated based on the time and 
complexity of meeting your needs or from commissions on 
products sold. 

Item 4: Disciplinary History 

Questions to ask us: As a financial professional, do you have 
any disciplinary history? For what type of conduct? 

Do you or your financial professionals have legal or 
disciplinary history? No, our firm and financial professionals 
do not have legal or disciplinary history to disclose. Visit 
https://www.investor.gov/ for a free, simple search tool to 
research us and our financial professionals. 

Item 5: Additional Information 

Questions to ask us: Who is my primary contact person? Is he 
or she a representative of an investment adviser or a 
broker-dealer? Who can I talk to if I have concerns about 
how this person is treating me? 

For additional information on our advisory services, access 
our Brochure at https://adviserinfo.sec.gov/firm/summary/ 
107953 or please call us at 800-685-7884 if you would like a 
copy of our Brochure or another copy of this Client 
Relationship Summary. 

Exhibit A – Material Changes to Client 
Relationship Summary 

We have updated the Client Relationship Summary to include 
additional language under Item 3, Fees, Costs, Conflicts, and 
Standard of Conduct and more specific language in Item 4, 
Disciplinary History.
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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%

Oracle Corp   

Accenture

5%

4%

Alphabet 4%

Nike 4%

Laboratory Corp Amer Hldgs 4%

Intel 4%

United Parcel Service 4%

Cisco 3%

Top 10 Stocks % of Total

Generac Holdings      10%

Fair Isaac Co. 5%

AMN Healthcare 

Insperity

5%

4%

Microchip Technology     4%

Expeditors Intl Wash Inc 4%

Mettler Toledo 3%

Broadridge Fin Sol    3%

Allegion Pub Ltd  3%

Waters Corp 3%

NW SMALLER COMPANIES STOCKS

Top 10 Stocks % of Total

Emerson Elec.  9%

Caterpillar Inc.   9%

Blackrock     7%

Price T Rowe 7%

Paychex 7%

Stanley Black & Decker 6%

McDonalds 6%

Sysco 5%

Home Depot 5%

Abbott Labs 5%

NW INTERMEDIATE FIXED INCOME

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

2.950% Due 03-03-27 

Top 10 Bonds Coupon/Maturity

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

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

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

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

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

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

Johnson & Johnson 

Abbvie Inc 5.000% Due 12-15-21

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

Equity Indices

Midcap Stocks (Russell Midcap)

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

1 Year

0.0%

3 Years

4.5%

5 Years

2.4%

Alternatives
Timber

1 Year

59.7%

3 Years

5.6%

5 Years

15.9%

MARKET INDEX DATA 

Large Stocks (S&P 500)

1 Year

40.8%

49.5%

61.8%

3 Years

18.6%

16.3%

13.4%

5 Years

17.6%

15.4%

16.4%Small Stocks (Russell 2000)

32.6% 8.3% 10.2%International Stocks (EAFE)
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10 Years

2.6%

10 Years

9.1%

10 Years

14.8%

13.1%

12.3%

5.8%
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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 4. We stopped outsourcing financial planning. Financial planning service are available to all clients.

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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