
SOCIAL SECURITY INCREASE

In 1975 Congress initiated an annual Cost of 
Living Adjustment (COLA) for Social Security 
Benefits. The increase is based on the CPI-W 
which is a measure of the change in the cost of 
goods and services including food, energy, and 
medical care. Since 1975 the COLA has ranged 
from zero (2009, 2010, and 2015) to as high as 
14.3% in 1980. As anticipated, the increase for 
2022 was relatively large compared to the last 
couple of decades as prices have risen 
significantly for many goods and services 
caused by the pandemic. The Government 
announced that a 5.9% COLA will be applied 
for 2022 social security benefits.

YEAR-END MONEY MOVEMENTS

We encourage you to complete year-end 
money movements such as required minimum 
distributions, gifting to individuals, and gifting 
of stocks to charities by December 10, 2021. 
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 
800.685.7884 as well as by sending an email to 
mecatala@nwic.net. 

CONGRATULATIONS CHRISTEL

Now for some fun news…Northwest’s Christel 
eloped this August with Ed Hagen. The happy 
couple got married in Park City, UT and then 
continued the celebration with three days in 
Vail, CO, and finished up in Las Vegas, NV. We 
wish them a lifetime of love and laughter.
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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.
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Northwest Calendar
Nov 25 - Thanksgiving - Office Closed

Nov 26 - Early Market Close
Office Closed at 11 AM

Dec 10 - Year-End Money Movement Deadline

Dec 24 - Christmas Holiday Observed Office Closed

Year-End Money Movement Deadline

DECEMBER 10, 2021
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September turned out to be a rougher month for 
stocks than investors have been used to lately, with 
the S&P 500 losing 4.65%.  For the third quarter, a 
slight gain of 0.58% was the result.  Year-to-date 
returns across the major indexes are still positive and a 
bit above historical averages.  Two of the main drivers 
of stock prices in the long run – earnings growth and 
interest rates (still low, but rising) – remain positive, 
while a host of macro issues are dampening investor 
sentiment.   Among those issues are the status of the 
Administration’s multi-trillion dollar spending bill and 
tax hikes, tensions with China, inflation, recent missed 
bond payments by two Chinese real estate 
development firms, and the impending tapering of 
bond purchases by the Federal Reserve.

On the subject of earnings growth, analysts expect that 
the third quarter was strong and anticipate EPS up over 
29% from a year ago.  However, they may be down 
sequentially from Q2, and Q4 may be a bit weaker as 
well. Companies are struggling with supply chain 
bottlenecks, hiring workers, and input inflation which 
could temper growth. The companies we have 

purchased for you are encountering those issues as well, 
but in our view, have the capacity to manage through 
better than the average company.  This issue of input 
costs and the subsequent effect on inflation is pictured 
below, where the conclusion is that higher input costs 
lead to higher inflation within twelve months.

Many investors are wondering when the next market 
downturn will occur.  Of course, we’d all like to be 
able to pinpoint that, but no one can.  It seems as if 
valuations are a bit stretched and bargains are few 
and far between, but we hold portfolios of companies 
that should continue to create good value for you, 
their shareholders.  That value creation line is never 
straight up, but full of zigs, zags, ups and downs.  
History shows that the patient investor with time on 
his/her side will almost certainly build wealth.  To 
quote Charlie Munger, “The big money is not in the 
buying and selling…but in the waiting.”  And the 
number of stocks that have already experienced a 
correction might be surprising to many, as we show 
on the next page.
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Some of the highlights and interesting developments amongst 
portfolio holdings are as follows:

• Franklin Resources (BEN) (Blue Chip Growth) announced the 
acquisition of O’Shaughnessy Asset Management, LLC, a 
preeminent quantitative asset management firm, thereby, 
bulking up its offerings in the separately managed account 
(SMA) space.  The transaction is anticipated to close in 
fourth-quarter 2021.

• Equifax (EFX) (Smaller Companies) recently announced that 
it has completed the acquisition of Appriss Insights for $1.825 
billion. The deal was initially announced on Aug 10.  Founded in 
1994, Appriss Insights provides data used in public and 
workplace safety, law enforcement, fraud detection and 
prevention, and healthcare credentialing.

• Microchip (MCHP) (Smaller Companies) announced a 2-for-1 
stock split effective October 12th, so clients will see that 
reflected on the October statements.  Bear in mind that a stock 

split is not meaningful to your ownership in and of the company 
– you still own the same percentage you did the day before.

• To evidence something we discussed earlier in this letter, 
Target (TGT) (Equity Income) is giving its employees the gift of 
$2 more an hour this holiday season amid the current labor 
crunch.  It said Tuesday that hourly workers in stores, service 
centers and supply chain positions, as well as some 
headquarter positions and seasonal team members, will 
receive an extra $2 for select hours worked during the peak 
holiday season.  And, Laboratory Corp of America Holdings 
(LH) (Blue Chip) said it has increased the minimum hourly wage 
for U.S.-based employees to $15 from $10.95, joining several 
other companies in implementing new measures to retain staff 
amid a nationwide labor shortage.

• Long-time holding Disney’s (DIS) (Blue Chip) Disney World 
Resort in Florida turned 50 years old.  A mere $3.50 would get 
you through the gates back then.
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Index % of members with at least -10% 
correction from YTD high

S&P 500

NASDAQ

Russell 2000

Average member decline
from YTD high

91%

90%

98%

-17%

-38%

-34%

Source: Charles Schwab, Bloomberg, as of 10/4/2021. Indexes are unmanaged, do not incur management fees, costs and expenses 
and cannot be invested in directly. Past performance is no guarantee of future results. 
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September 30th, as it always does, marked the 
close of the third quarter. It also marked the 
40-year anniversary of the most pivotal day in the 
history of the bond market. September 30, 1981 
was by many accounts, just another day in the 
long, painful trudge upwards by interest rates. It 
also happened to be the day long-term interest 
rates peaked, hitting their highest rate in recorded 
US history, and kicking off what today stands as a 
40-year bull market in bonds. Advertisements 
found in the Wall Street Journal’s archive highlight 
a T.Rowe Price money market fund with the 
healthy yield of 16.76% “on your first $1,000.” An 
article from the same day’s paper reports, “Bond 
Prices Continue Weak, as Treasury Pays Record 
15.78% on 20-Year Offering.” A deal offering 
10-year, investment grade mortgage bonds at 
17.85% and 20-year mortgage bonds at 18.75% 
was only about 50% subscribed, confirming the 
market softness.

We would like to believe we would have run, not 
walked, to purchase as many bonds as possible at 
these record rates, but timing the bond market is 
as difficult, and often as ill-advised, as attempting 
to time the stock market. With the price of some 
government bonds having dropped as much as 
17% in the previous three months—including a 6% 
decline in just one week—the likelier scenario is 
that we would have been purchasing bonds all 
along, filling missing rungs of client bond ladders 

with the proceeds of maturing bonds, and 
methodically investing new cash in steady fashion. 
This might have meant purchasing some bonds at 
or near the top in interest rates, but more 
importantly, not would have meant not waiting for 
rates to go even higher, as many at the time 
believed they would. The lesson of that day, 40 
years ago, is that there was no way to know just 
how much things would change beginning October 
1, 1981. Interest rate eras don’t last indefinitely, 
though they can last longer than investors believe 
they will. Therefore, the best bond strategy in any 
market is steady, continual investing in a laddered 
portfolio with constant maturities that require 
reinvestment no matter the price of bonds. 

As for today’s bond prices, if you zoom out far 
enough, as observed in the long-term chart to the 
left, prices are near record highs—as reflected by 
the very low yields (yields and prices move 
inversely). If you zoom in closer (see 12-month 
chart below), bond prices have dropped, and the 
yields on the types of bonds we purchase in client 
portfolios have risen—more than doubling from 
the lows—a boon for long-term, buy and hold 
investors. A substantial move up in yields came at 
the end of the third quarter in mid-September. The 
rise in rates for most of 2021 was due to the 
positivity around a recovering economy and 
increased expectations for growth. The September 
increase is attributable to less positive news, such 
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as the Fed withdrawing economic support, Congress’s 
gamesmanship around the debt ceiling, and inflationary pressure.  

Short-dated US Treasuries, which mature in a year or less and 
are known as bills, are also signaling that markets are not 
ignoring what’s happening in Congress. The debt ceiling 
problem, which famously led to a credit downgrade for US 
Treasuries in 2011, arises when Congress runs out of legal 
authority to borrow money to pay for discretionary 
government programs. Normally in these situations, Congress 
votes, in mostly bipartisan fashion, to raise the ceiling on 
what the government can legally borrow to meet obligations 
it has already committed to spend, including payments owed 
to buyers of previous rounds of US debt. Although most don’t 
believe the United States would vote to shoot itself in the foot 
in this manner, there is a very small, tail-end risk of a default. 
The fallout from a default would be damaging to say the least. 
Another, slightly less harmful outcome would be a technical 
default, whereby the US pays its bondholders, but stops 
payments on other contractually obligated payments. This 
small risk is currently being reflected by the higher yields on 
one-month T-bills than for bonds maturing in a year.

In 2011, the markets reacted similarly, with short-dated bills 
experiencing volatility and surpassing the yield on 
longer-dated Treasuries. Should the brinksmanship continue, 
and the situation get worse, we will happily buy short 
bonds—that we still consider ultra-safe—at yields that 
exceed their longer counterparts. Of course, it would be wise 
to keep September 30, 1981 in mind. While the opportunity 
existed back then to lock in 10-year Treasury bonds at almost 
16%, many investors chose the seemingly safer route of 
money market funds and short-debt with yields nearly as high 

or higher. Given the opportunity to go back in time a year or 
two later, we’d wager nearly every bond investor would buy 
the 10 or 20-year issues.

Putting it all together, though we do not attempt to time the 
market, we did focus slightly more on shorter-dated bonds in 
the quarter, since longer maturity bonds have larger 
downward price swings when interest rates rise sharply. That 
being said, if you were a new client in the quarter, had a cash 
inflow into your account, or had a rung in your ladder that 
needed patching, we did as we always do, which is to target 
the highest quality bond issuers, with the best value 
proposition, at every point in your bond ladder, no matter the 
maturity. Going forward, and keeping in line with our 
intermediate fixed income strategy, we will target bonds 
maturing in as little as a couple months, all the way out to ten 
years, though we reserve the right to make exceptions on 
either side when an opportunity presents itself.  

We will focus on purchasing corporate and government 
bonds, as there is value to be had in both sectors (i.e. higher 
yields on the corporate bonds and greater safety on the 
government bonds). As we do with our stocks, we prefer to 
buy bonds of companies that have a moat, or some degree of 
protection, around the business. This tends to be more 
common in companies with higher credit ratings. In 
particular, we prefer companies whose moats allow them to 
pass prices on to their customers, or at the very least, still 
meet their debt obligations should inflation become an issue 
for the economy, by relying on their strong cash flow, healthy 
balance sheet, and access to capital markets.
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Exchanging documents electronically is a predominant part of 
our onboarding and client servicing communications at 
Northwest. Due to the pandemic work environment, we rely 
heavily on digital exchange to help service your accounts with 
us. It is our goal to provide you with the tools to return 
documents safely and securely, so we’ve provided a quick 
guide below on how to scan and email your completed 
documents back to us through the Notes application on the 
iPhone. Alternatively, if you have an Android, please reach out 
to us if you would like instructions on how to scan documents 
using your device through Google Drive.

Finally, if you prefer sending a photocopy, that works too. 
Continue to read below for the dos and don’ts when sending 
photocopies of your documents to us.

Step-By-Step: How to Scan Documents on an iPhone 

If you have an iPhone, try the following step-by-step guide to 
scan and email completed documents to Northwest:

1. Open the official Notes app on your iPhone. It looks like a 
small white notepad with a yellow border on top.  

2. Create a new note by clicking the icon at the bottom right of 
the screen.

3. Tap the camera icon at the bottom of your new note.

4. Choose “Scan Documents” out of the menu you see next.

5. Hold your phone over the document you want to scan. Your 
app will detect a document and scan it when it’s set to Auto. 
In Manual mode, you need to snap the photo. Swap between 
modes at the top right of your screen.

6. Tap the photo shutter button at the bottom of the screen to 
complete the scan.

7. You can edit the image after you take it by dragging around 
the page corners.

8. When finished, tap Save on the bottom right of your screen. 
Your file will save as a PDF.

9. Your scanned images will be saved in the note you initially 
opened. 

10. To send the attachments, click the three dots in the circle 
in the upper righthand corner, then “Send a Copy”.

11. Click the Mail application, and from there, your 
documents will automatically be embedded in the body of the 
email ready to return to Northwest. 

Photographs: Dos and Don’ts

If you would like to email a photocopy, remember to include 
all four corners of your document in the frame and keep your 
camera still for a clear, high-quality shot. See example below. 

IMPROVING THE QUALITY OF SCANS & PHOTOGRAPHS
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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%

Oracle Corp   5%

Alphabet

Accenture

4%

4%

Intel 4%

Cisco 4%

Laboratory Corp Amer Hldgs 4%

Pepsi 3%

Nike 3%

Carrier Global Corp 3%

Top 10 Stocks % of Total

Generac Holdings      9%

AMN Healthcare 6%

Insperity

Microchip Technology     

5%

4%

Fair Isaac Co. 4%

Mettler Toledo 3%

Expeditors Intl Wash Inc 3%

Broadridge Fin Sol    3%

Forward Air Corp 3%

Allegion Pub Ltd  3%

NW SMALLER COMPANIES STOCKS

Top 10 Stocks % of Total

Emerson Elec.  9%

Caterpillar Inc.   8%

Paychex 8%

Price T Rowe 7%

Blackrock     7%

McDonalds 6%

Sysco 6%

Stanley Black & Decker 5%

Home Depot 5%

Abbott Labs 5%

NW INTERMEDIATE FIXED INCOME

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

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 

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

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

-0.6%

3 Years

4.4%

5 Years

2.4%

Alternatives
Timber

1 Year

33.5%

3 Years

6.1%

5 Years

13.2%

MARKET INDEX DATA 

Large Stocks (S&P 500)

1 Year

30.0%

37.9%

47.5%

3 Years

16.0%

14.1%

10.4%

5 Years

16.9%

14.2%

13.4%Small Stocks (Russell 2000)

25.4% 7.5% 8.7%International Stocks (EAFE)
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10 Years

2.3%

10 Years

11.3%

10 Years

16.6%

15.3%

14.6%

8.0%
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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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