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INVESTOR’S GUIDE TO RETIRING WELL

YEAR-END MONEY MOVEMENTS

As we mentioned last quarter, we do more for
our clients than simply invest their
hard-earned dollars. We 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’d like to remind you of some ﬁnancial
matters that should be addressed prior to
year-end. We encourage you to complete
year-end money movements such as Required
Minimum Distributions (RMDs), gifting to
individuals, and gifting of stocks to charities by
December 13, 2019. This will help us to better
serve you and give your custodian time to
complete the transactions.
If you have any questions, please do not
hesitate to reach out to us at 503.906.9624 or

We have written a comprehensive guide to
address the most commonly asked questions
we encounter and provide strategies and
solutions to help navigate retirement. This
quarter we will feature excerpts on our Bucket
Strategy and How To Make a Retirement
Budget. (Continued on Page 5)

Alex Dolle, CFA
Portfolio Manager

800.685.7884 as well as by sending an email
to mecatala@nwic.net.

Maria Elena Catala
Client Service Associate

SOCIAL SECURITY RECIPIENTS NEWS

Northwest Investment
Counselors, LLC
5885 Meadows Road, Suite 860
Lake Oswego, Oregon 97035
800.685.7884
503.906.9624
503.905.2995 (fax)

If you are currently receiving Social Security
beneﬁts you will be getting a modest
cost-of-living adjustment (COLA) of 1.6% for
2020. The increase amounts to $24 a month
for the average retired worker, according to
estimates released by the Social Security
Administration. We can assist with strategies
for claiming social security beneﬁts.

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.

Northwest Calendar
Nov 28 – Thanksgiving - Oﬃce Closed
Nov 29 – Early Market Close - Oﬃce Closed at 11 AM
Dec 13 – Year End Money Movement Deadline
Dec 24 – Christmas Eve - Oﬃce Closed at 11 AM
Dec 25 – Christmas Holiday - Oﬃce Closed
Jan 1, 2020 – New Year’s Day - Oﬃce Closed
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STOCKS
The S&P 500 ﬁnished slightly positive for the
second quarter, up 1.19%. Its roughly 19% gain for
the year is the index’s best performance since
1997. While that’s impressive, recall that because
of the Q4 2018 sell-oﬀ, the index is barely positive
for the trailing 12-month period. Smaller capitalization
stocks have not fared quite as well and were down
2.76% for the quarter as measure by the Russell
2000. Foreign markets were mixed, and real estate
– an asset class we don’t own currently but have in
the past – did fairly well.
Assets that did well in the quarter include silver
(Comex silver +10.78%), S&P 500 Utilities (+8.39%),
and long treasuries (IShares 20+ Treasury +7.73%).
Some assets that didn’t fare so well include the
Argentine peso (-26.28% - be glad none of us live in
Buenos Aires!), the Hang Seng Hong Kong Index
(-8.58%), and S&P 500 Energy (-7.25%). So, as
usual, there is a wide dispersion of returns when
you look at many of the possible investment
opportunities throughout the world.
Low interest rates and some of the best (albeit
benign) economic growth in the world have
continued to support U.S. stock prices this year. It
appears growth has been slowing lately, and Q3 for
corporate earnings – to be reported in the coming
weeks – looks like they might be a bit weaker than
the last few quarters. The employment picture is
about as bright as it ever has been in this country,
and inﬂation is running at a low rate. Those factors
have made the US a pretty good place to invest this
year, despite the brouhaha around trade sanctions
and the rest of the ubiquitous turmoil in
Washington, D.C. And, we continue in the longest
economic expansion in our country’s history
measuring 125 months.

signiﬁcant legal actions of which the outcome is
uncertain and possibly large. While we continue to
like its premier position in the healthcare industry
and will continue to own its bonds, we think the
wisest course of action for the stock is to let the
dust settle on the pending litigation.

Low interest rates and some of the best
(albeit benign) economic growth in the
world have continued to support U.S.
stock prices this year.

Smaller Companies
Two buyouts were the highlight of the quarter in
the Smaller Companies Portfolio. Total System
Services agreed to a buyout oﬀer from Global
Payments at a nice premium. Clients will get stock
in Global Payments sometime in the fourth quarter
if the deal progresses as planned. Also, Navigant
Consulting agreed to be bought by private equity in
an all-cash deal That too happened at a good
premium to where the stock was trading prior to
the announcement.
Finally, while the completion of the buyout of
Orbotech by KLA Corp. took place in Q2, many
clients received the cash due them in this last
quarter because of the paperwork that had to be
ﬁled as Orbotech was a foreign company.

Blue Chip Growth
We sold our position in Johnson & Johnson in Q3, a
stock we had held in many accounts for years. The
company is currently facing the threat of several
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BONDS
Stocks had one of their best YTD performances in
20 years through three quarters of 2019, but it’s
bonds that have stolen the spotlight over a trailing
12-month basis, outperforming their riskier
counterparts by almost double. Bond prices
globally beneﬁtted from a sharp decrease in
interest rates that saw the amount of debt
worldwide sporting negative interest rates grow to
$17 trillion as of the end of August ($15 trillion as
of 9/30/19), as central banks and market forces
alike pushed rates lower. An amalgam of trade
concerns, worsening manufacturing data, low
inﬂation, and global policy uncertainty spurred a
risk-oﬀ trade that beneﬁted bonds broadly.
Decreasing sovereign interest rates (interest rates
on Government bonds from around the world)
may be indicative of renewed concerns over
slowing growth, but falling rates in other sectors of
the bond market suggest the time for panic has not
yet arrived. Typically, riskier bonds, notably high
yield and emerging market issues, decline in price
and experience rising interest rates as it becomes

more diﬃcult for less creditworthy borrowers to
repay their debt. Of course, it’s important not to
read too much into the lack of rising rates in riskier
corners of the market since a prolonged period of
low rates has pushed normally risk-averse
investors into risky investments as they search for
ever-elusive yield.
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If you ﬁnd the idea of negative rates confusing, you are not
alone. In a normally functioning bond market, investors loan
money to borrowers (typically government or corporate
issuers) for a pre-determined length of time with the
expectation of regular interest and return of principal at
maturity. In a negative interest rate environment, the
investor essentially pays the borrower for the privilege of
lending them money. That’s crazy, right!? In extreme cases, it
works in both directions (i.e. for individual borrowers too), as
in Denmark, where, as of August 2019, a bank was oﬀering
10-year mortgages to prospective homebuyers at a rate of
-0.50%. In practice, the borrower isn’t receiving cash from
the bank, but rather the principal amount is reduced by more
than the mortgage payment received.
Negative rates seem like an economic anomaly where the
laws of supply and demand, and maybe even gravity, no
longer apply. However, there is another way to understand
how bonds work, which is as an investment with a price, not
simply an interest rate. Speculative buyers looking to proﬁt
from increasing prices will buy bonds, despite a negative
coupon rate, if they think prices will keep rising and they can
sell at a higher price than they paid. Too, sovereign debt
funds, some pension funds, and a range of institutional
buyers are required by their investment mandate to hold at
least some percentage of their portfolio in government
bonds, even if those bonds now have or were issued with
negative yields. Central banks can set rates at negative levels
all they want, but without market demand for the bonds at
those levels, the prices will fall, and the rates will reset to
wherever the market deems appropriate. The fact that this
isn’t happening, contrary to common-sense investing as it
may seem, means that the speculative and institutional forces
described above have conspired to create a demand for
negative yields.
Interestingly, and perhaps unsurprisingly to some, not all
interest rates are falling as they are for bonds and mortgages.
Certain consumer rates, notably credit card rates, are not
only not falling, but in some cases are soaring. The rising rates
also come at a time when those households with credit card
balances have seen a substantial increase compared with the
prior year. The increase in credit card rates, which come
despite the Fed’s two recent short-term interest cuts, are due
largely to banks’ generous card reward programs, which oﬀer
travel and shopping perks, and have reduced lenders’
proﬁtability. Increasing margins on those with balances is one

way banks have oﬀset the hit to their bottom lines. The
average annual percentage rate (APR) on balances is about
17%, a two-decade high.

The question we are most likely to get from our clients, who
are not speculative buyers but instead rely on positive
income, is “what happens if U.S. rates follow suit and turn
negative?” At 1.66% at the end of Q3, the 10-yr Treasury does
not have far to go before reaching zero or lower. Yet, for the
10-yr US Treasury, we’ve been here before, in 2012 and 2016,
only to bounce back on the slightest of positive economic
developments. The Fed’s short-term interest rate target
spent almost seven years at zero beginning in 2008, in a far
worse economic climate, without going negative (though
1-month T-Bills temporarily experienced negative rates
during that time period). The Fed also has other tools at its
disposal that it would likely enact prior to experimenting with
negative interest rates. However, even if the Fed drops their
target rate into negative territory, whether due to economic
or political pressure, the longer rates associated with the
types of bonds we buy for our clients would very likely remain
positive. Of course, any negative rates would just pertain to
Treasury bonds. Corporate, agency, and municipal bonds will
continue to trade at a spread (or higher yield level) as
compared to the safest bonds in the world. Even more likely
is that corporate bond spreads would widen if rates go
negative due to the perceived marginal increase in economic
risk, possibly presenting a buying opportunity for our clients.
In the U.S. much of the conversation around negative rates is
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due to the curiosity it generates. As always, when we
construct portfolios and research positions for our clients, we
block out the noise and focus on ﬁnding good investments. If
certain rates go negative, we will simply look for positive rates
in other areas of the market and as opportunities become

available. Furthermore, our client portfolios are laddered
precisely to handle times of low interest rates and to beneﬁt
when rates rise, as they undoubtedly will at some point in the
future.

Continued From Page 1

Holds stocks and alternatives
for growth, inﬂation protection,
and to replenish Bucket 2

Our Bucket Strategy solution addresses these concerns. We believe those nearing retirement may want to
consider transitioning from a pure total-return approach to this hybrid total-return and liability matching
approach to de-risk retirement cash ﬂow.
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HOW DO I MAKE A RETIREMENT BUDGET?
impact your spending, for example. Multiply this average by
twelve and this is your estimated annual expenses.

After you have planned out your Social Security beneﬁts
and other sources of income, the next step is to ﬁgure out
the amount of money you expect to spend in retirement.
The amount you spend, minus Social Security and other
income, will determine how much is needed from your
portfolio. You may also ﬁnd you need to cut back your
expenses in retirement.

Subtract the annual expense above from the after-tax
amount you expect to receive from Social Security and other
income sources annually. If the amount is positive, you are in
really good shape. This will be your savings in retirement. If
the amount is negative, like most retirees, this is the amount
you need from your investment portfolio after taxes. Or, you
may need to cut some expenses. It is a good idea to continue
to budget in retirement as life is full of surprises.

You can use an online service like Mint.com, or a Microsoft
Excel spreadsheet, or even pencil and paper, but
estimating your family’s spending in retirement is key.

We have excellent software for building and projecting out
budgets. This can be indispensable in assessing your ability to
retire. The table below provides a sample budget.

The best way to track your monthly expenses is to make a
stack of household expenses for a month. Keep your receipts,
your utility bills, and any other expenses that occur during a
month, and divide these bills into categories. The categories
can be as general or as speciﬁc as you want. Continue doing
this for six to twelve months until you can get a reliable
average of your monthly expenditures — seasonality will
Funding Source

2015

2016

https://www.consumer.gov/articles/1002-making-budget

2017

2018

2019

2020

2021

2022

40,717

-

-

-

-

-

-

Anticipated Beneﬁts Annuities

-

-

-

-

-

-

-

-

Anticipated Beneﬁts Pensions

7,493

8,992

8,992

8,992

8,992

8,992

8,992

8,992

Anticipated Beneﬁts Social Security

31,170

37,824

38,391

38,967

39,552

40,145

40,747

41,358

Total Income

79,380

46,816

47,383

47,959

48,544

49,137

49,739

50,350

Anticipated Savings

-

Expenses
Goal
Accountant

630

769

785

801

817

833

850

867

Entertainment

2,519

3,078

3,139

3,202

3,266

3,331

3,398

3,466

Food

8,396

10,259

10,464

10,674

10,887

11,105

11,327

11,554

Gifts and Donations

1,427

1,744

1,779

1,815

1,851

1,888

1,926

1,964

16,791

20,519

20,929

21,347

21,774

22,210

22,654

23,107

Insurance

6,716

8,207

8,372

8,539

8,710

8,884

9,062

9,243

Loans

3,778

4,617

4,709

4,803

4,899

4,997

5,097

5,199

Misc.

20,149

24,622

25,115

25,617

26,129

26,652

27,185

27,729

2,099

2,565

2,616

2,668

2,722

2,776

2,832

2,888

840

1,026

1,046

1,067

1,089

1,110

1,133

1,155

Taxes

7,640

9,336

9,523

9,713

9,907

10,105

10,308

10,514

Transportation

8,396

10,259

10,464

10,674

10,887

11,105

11,327

11,554

-

-

-

2,806

4,938

5,213

5,503

5,807

79,381

97,001

98,941

103,726

107,876

110,209

112,602

115,047

Brokerage/Savings Accounts

624,984

602,922

578,496

559,985

545,601

529,931

512,927

494,543

Retirement Accounts

436,395

462,580

490,334

508,530

519,292

529,599

539,365

548,496

Housing

Personal Care
Pets

Account Taxes/Fees
Total Expenses
Household Account Balances
Account Type

Total Assets
Cash Flow Deﬁcit
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1,061,379 1,065,602
0

(50,186)

1,068,830 1,068,515 1,064,893 1,059,530 1,052,292 1,043,039
(51,558)
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NW BLUE CHIP GROWTH STOCKS
Relative to

NW EQUITY INCOME STOCKS

S&P 500
% of Total

Top 10 Stocks

Top 10 Stocks

% of Total

Apple Inc

5%

Sysco

7%

Microsoft

5%

Emerson Elec.

7%

Oracle Corp

5%

Paychex

6%

PepsiCo Inc

4%

Caterpillar Inc.

6%

Alphabet

4%

McDonalds

6%

Cisco

4%

Stanley Black & Decker

5%

Accenture

4%

Clorox

5%

Procter and Gamble

4%

Blackrock

5%

Automatic Data Processing Inc

4%

Home Depot

5%

Intel

3%

Wells Fargo

5%

NW INTERMEDIATE FIXED INCOME

NW SMALLER COMPANIES STOCKS
Top 10 Stocks

Top 10 Bonds

% of Total

Coupon/Maturity

% of Total

7%

United States Treas NTS

2.000% Due 11-15-26

2%

Fair Isaac Co.

5%

United States Treas NTS

2.250% Due 11-15-24

2%

AMN Healthcare

5%

Johnson & Johnson

2.950% Due 03-03-27

2%

Generac Holdings

4%

United States Treas NTS

2.250% Due 11-15-25

2%

Navigant Consulting

4%

United States Treas NTS

1.750% Due 09-30-22

1%

Broadridge Fin Sol

4%

United States Treas NTS

2.250% Due 11-15-27

1%

Microchip Technology

4%

Mead Johnson Nutrition Co

4.900% Due 11-01-19

1%

Allegion Pub Ltd

3%

United States Treas NTS

2.125% Due 12-31-22

1%

Expeditors

3%

United States Treas NTS

1.375% Due 06-30-23

1%

Mettler Toledo

3%

United States Treas NTS

2.125% Due 12-31-21

1%

Insperity

MARKET INDEX DATA
Alternatives

1 Year

Timber

3 Years

5 Years

-20.0%

7.6%

5.5%

Energy Infrastructure

-2.7%

-1.7%

-4.8%

Commodities

-7.6%

-1.4%

-7.0%

Real Estate

19.9%

8.9%

10.2%

Equity Indices

1 Year

3 Years

5 Years

Large Stocks (S&P 500)

4.2%

13.4%

10.8%

Small Stocks (Russell 2000)

-9.0%

8.2%

8.2%

International Stocks (EAFE)

-1.4%

6.4%

3.2%

Fixed Income Indices

1 Year

3 Years

5 Years

Intermediate G/C (Barclays Int.)

8.0%

2.2%

2.5%
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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.
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.
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