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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!

CHANGES TO THE REQUIRED
MINIMUM DISTRIBUTION (RMD)
RULES EFFECTIVE FOR 2020
On December 20th the Setting Every
Community Up for Retirement Enhancement
Act (SECURE Act) was signed into law. Among
the many provisions to help Americans save
for retirement were changes to IRA
distributions. Beginning in 2020 the age at
which you become RMD eligible is now 72. In
other words, if you did not turn 70 ½ in 2019
or before you now are not required to take a
distribution from you IRA until April 1st the
year after you turn 72. Just like previous rules
however, if you wait until April 1st the year
after you turn 72 you will need to take two
distributions; one for the year you turned 72
and one for the current year.

403(b) or federal government thrift savings
plan (currently $26,000 as of 2020). You are in
the catch up phase in the eyes of the IRS. If
you don’t have one of the above plans, you
may be able to make tax deductible
contributions to an IRA and after-tax
contributions to a Roth IRA. These amounts
are adjusted for inﬂation every year and other
restrictions may apply so be sure to ask us or
check the IRS web site for current amounts.
55 - Many are nearing retirement at 55. There
are a couple things to consider. Some 401(k)
plans allow participants reaching 55 and
leaving employment of the ﬁrm to make
withdrawals without incurring a 10% penalty
that would be charged by the IRS for
withdrawals before age 59 1⁄2 from an IRA—
(Continued on Page 6…)

There were also changes to IRAs left to
beneﬁciaries. Unless your beneﬁciary is a
spouse, minor child, a chronically ill individual,
or an individual not more than 10 years
younger than the account owner, they will
have to take the entire account balance within
10 years of inheriting it. Thus, there is no
longer the ability to have a “stretch IRA”. Once
the exception beneﬁciaries have deceased it
will all have to be distributed within 10 years
by the next beneﬁciaries. Although you are
not required to take a RMD from a Roth IRA,
the rules will also apply to the beneﬁciaries of
Roth IRAs.

INVESTOR’S GUIDE TO RETIRING WELL
We have written a comprehensive guide to
answer the most commonly asked questions
we’ve encountered over the past 22 years and
provide strategies and solutions to help
navigate retirement. Last quarter we wrote
about how to form a retirement budget. This
quarter, as we enter 2020 and a new decade,
we want to highlight important stops along
your retirement timeline to keep in mind.
50 - The year in which you turn 50, the IRS lets
you make larger contributions to your 401(k),

Northwest Calendar
Jan 24 – Annual Estate Planning Seminar
Silver Sponsor
8:00 AM – 4:00 PM - Oregon Convention Center
Feb 17 – President’s Day - Market & Oﬃce Closed
Feb 26 – Private Wealth Management Series
Capital Markets Outlook
Presented by NWIC Portfolio Management Team
9:00 AM – 10:00 AM
Kruse Oaks I - 5300 Meadows Road, Oaks Room
Apr 10 – Good Friday - Market & Oﬃce Closed
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STOCKS
2019 was quite the year for stocks—the best since
2013. Major indices rallied to record highs during the
year as investors cheered the Federal Reserve rate
cuts. Further, trade battles and a slowdown in global
economies failed to turn in to a U.S. recession as was
widely feared. Finally, inﬂation stayed subdued. All
that means higher corporate earnings and a lower
capitalization rate. Translation? Higher stock prices
and richer price-earnings ratios (PEs)—see the chart
below. Slow non-inﬂationary growth with low
interest rates represents a Goldilocks scenario for
ﬁnancial assets. But, as we often caution, higher
valuations (current PE of 24 versus average of 16)
usually means lower results if we try to look forward
seven to ten years. Low interest rates and continued
earnings growth (typically about 5% for the S&P 500)
can support these valuations, but any crack in either
of these variables can also result in a reversal of
fortunes. We continue to seek out high quality
companies with enduring economic franchises, solid
balance sheets, high free cash ﬂow, and attractive
returns on invested capital.
Our equity strategies performed well for you as all
three exceeded their primary benchmarks in 2019.
This was led by our Smaller Companies strategy
which bested the Russell 2000 Exchange Traded Fund
(ETF) (+25.4% in 2019) by a wide margin. Blue Chip
Growth exceeded the S&P 500 ETF (+31.3% in 2019)
and Equity Income was just slightly above the Dow
Jones Select Dividend ETF (+22.6% in 2019). As far as
other major asset classes, international developed
markets performed well, up 22% (MSCI Europe
Australia Far East index ETF). Emerging markets
trailed the rest but still turned a
respectable gain of about 18% (MSCI
Emerging Markets index ETF).

we moved T. Rowe Price from Smaller Companies to
the Equity Income portfolio. There are also a couple
of stocks which we consider sources of funds as the
result of the Allegion investment and our previous
writings to you regarding limiting highly leveraged
companies at this stage of the economic expansion,
so you may see some activity in 2020.
Smaller Companies beneﬁted from a few buyouts in
2019. Navigant Consulting went private at a price of
$28 per share or about $1.1 billion for the Company
in an all cash deal. Orbotech Ltd. was purchased by
KLA Corp. for $65.93 per share or about $3.4 billion
for the Company in a mix of cash and stock. Total
System Services was purchased by Global Payments
for about $119.86 per share or about $21.5 billion for
the Company in an all stock deal. If you owned any or
all of these, you would have seen these transactions
in your portfolio. We continue to hold KLA Corp. and
Global Payments.
We also made some asset allocation changes to our
recommended model portfolios. We reduced the
allocation to Alternatives to 5% in all but the
Conservative Model, where Alternatives already
were pegged at 5%. So, you might have seen some
activity there in 2019 and may see some more in 2020.
This is also a good time to remind our new and
long-time investors that we can discuss changes to
our stock and bond investments in much greater
detail when we meet face-to-face with you. So, make
an appointment to discuss your portfolio and
ﬁnancial situation. We’re here for you!

For the year we made few changes to our
equity portfolios. By now you should
know we are long-term investors and
prefer only changes at the margin. We
sold our long-time position in Johnson and
Johnson from the Equity Income portfolio.
We added Allegion PLC to the Smaller
Companies portfolio early in the year and
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BONDS
2019 was unusual for its relationship between
stocks and bonds, not because they both moved in
the same direction, but for the magnitude of their
respective positive performances. Normally bonds
do better during periods when investors are
moving money out of riskier assets like stocks and
into safer ones like bonds. In 2008, for instance,
when large cap stocks fell 37%, intermediate
maturity government bonds rallied 10% for the
year. In 2013, the most recent year in which stocks
also gained over 30%, intermediate maturity bonds
returned -0.86%. Of course, the normal
relationship between stocks and bonds can be

bolstered and/or complicated by important factors
like interest rate movements and inﬂation. Interest
rates fell sharply in 2019, with 10-Yr yields falling
almost in half at their lowest point, before
recovering modestly in Q4. With a move this large,
and given the inverse relationship between
interest rates and bond prices, bonds experienced
healthy gains (at least by bond standards).
Conversely, in 2013, when stocks gained
comparably to 2019, rates increased dramatically,
almost doubling from their low earlier in the year.
That year the drastic increase in interest rates
forced bond returns into the red.

Change in Yield of 10-Yr US Treasury
2013

2019

Bonds return +6.8%

Bonds return -0.86%

2019 was also notable for the net inﬂows of stock
and bond exchange traded funds (ETFs). With
stocks surging 31% in 2019, one might expect to
ﬁnd that inﬂows to stock ETFs outpaced bond ETFs,
which returned 6.8% (as measured using the
Bloomberg Barclays Intermediate Gov/Credit
Index). This was not the case however, as recession
concerns earlier in 2019 sparked large demand
throughout the year for the perceived safety of
bond ETFs.

Bond and Stock ETF Net Inﬂows in 2019
(Billions of Dollars)
$140
$135
$130

The Fed cut interest rates three times in 2019
against the backdrop of strong stock performance
and headline economic indicators such as GDP,
unemployment, and inﬂation performing at or
above historical levels. The Fed’s rationale for the
cuts centered on slowing global growth and risks

$125
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associated with trade uncertainty. Topline economic
numbers might not have spelled out the urgency for rate cuts,
but many investors and economists had been betting on and
calling for cuts throughout 2019, noting that some of the
underlying data and certain sectors were not as sanguine.

Stocks, already enjoying strong gains, increased sharply
following the Fed’s second of three cuts (as seen above) and
much to delight of those warning of a recession the inverted
yield curve (as seen right) took on a more normal, upward
sloping shape as the Fed eased its short-term policy rate. An
upward sloping yield curve provides a more normal
environment for lending, which typically supports a growing
economy.
In your bond portfolios you likely noticed 1) the prices of most
bonds increased, 2) available yields on new purchases have

decreased, 3) we have begun buying bonds that mature in the
2030s! If this sounds scary, remember that 1) only a relatively
small percentage of your bond portfolio matures in any given
year and 2) any bond, no matter the maturity, can be sold to
generate cash within two days (subject to market values). The
maturity date is the date to which we prefer to hold the bond,
but we prioritize high quality, liquid bonds to ensure we can
meet unexpected client needs or rebalance portfolios quickly
if the situation necessitates. Even as we add longer dated
bonds, we continue to target relatively short to intermediate
average maturities for the portfolio as a whole to limit
volatility and susceptibility to interest rate changes. After
reading this newsletter, if you have questions about your
bond portfolio, allocation to bonds, or you have upcoming
liquidity needs of which we should be aware, please do not
hesitate to reach out to us.

PERSPECTIVES FOR A NEW DECADE
Welcome back to the future. It’s the new Roaring Twenties, and thankfully, for the next 80 years, it will once again be easy
to deﬁne our decade after 20 years of making up names like the “Aughts” and the “Tenties.” In honor of the new decade
and the numerical intrigue of the year 2020, we thought it would be interesting to explore diﬀerent ways of comprehending
our place and time in the changing world around us.
Speaking of Back to the Future, the 1985 movie featuring Michael J. Fox, in 2020, you’re as far away from seeing that movie
for the ﬁrst time in theaters as Marty McFly was from sitting down to watch Alice in Wonderland’s 1951 premiere.

Alice in
Wonderland
(1951)

Back to
the Future
(1985)

34 yrs. 6 mos.

Today
(2020)

34 yrs. 6 mos.
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PERSPECTIVES FOR A NEW DECADE - CONTINUED FROM PAGE 4
In the world of ﬁnance and investments, we often talk about the “recent” ﬁnancial crisis—or Great Recession. That event is
likely still very fresh in your mind. However, consider that the market bottom in March 2009 is now closer in time to the
impeachment of President Bill Clinton than it is to today.

Great
Recession
Market
Low (2009)

Bill Clinton
Impeachment
(1998)
10 yrs. 2 mos.

Today
(2020)

10 yrs. 9 mos.

And just to bring things further into perspective, here are a couple more New Year’s 2020 time facts:
When World War 2 began, the Civil War felt as far away to Americans as World War 2 feels to us now.

The Civil War

Today
(2020)

World War 2

74 Years

75 Years

The Soviet Union’s collapse is now just as distant a memory to us as JFK’s assassination was to Americans when the Soviet
Union dissolved.

Soviet Union
Collapse
12/26/1991

JFK Assassination
11/22/1963

28 Years

Today
(2020)

28 Years

You may not remember the moon landing like it was yesterday, but if it’s even remotely fresh in your memory, consider
that that happened closer to the start of the true “Roaring 20s” than to today’s 20s.

Moon
Landing
07/20/1969

01/01/1920

49 yrs. 6 mos.

01/01/2020

50 yrs. 5 mos.

So, let 2020, and the arrival of a new decade, serve as a reminder to keep time frames in perspective as we consider what a
long-term investment horizon really means. And remember, it’s important to live in the present, but less important in the
context of your investment portfolio!
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INVESTOR’S GUIDE TO RETIRING WELL - CONTINUED FROM PAGE 1
so do some research before automatically rolling over to
an IRA Rollover. Carefully read your 401(k) plan documents
which you can get from your plan Administrator.
It is also time to check your asset allocation and consider
reducing your risk in anticipation of giving up your regular
paycheck, and consider your retirement budget and how
much you may need to draw from your investment
accounts to meet it. If you need to make changes to your
savings or length of employment, there is still time.
59 1/2 - At 59 1⁄2, you no longer pay a 10% penalty for
withdrawals from your IRA accounts or 401(k) accounts (if
your 401(k) allows withdrawals while still working). You
still have to pay taxes on withdrawals at your marginal
income tax rate on the pre-tax contributions you made and
growth over the years. It generally makes sense, therefore,
to hold oﬀ on withdrawals if you are still working.

This quarter, as we enter 2020 and a new
decade, we want to highlight important
stops along your retirement timeline to
keep in mind.

65 - This is the original Full Retirement Age (FRA) for Social
Security beneﬁts. However, Congress changed the FRA to
between age 65 and age 67 depending on when you were
born. If you were born in 1960 or later, your FRA is age 67.
Age 65 is also the age you can begin receiving Medicare
beneﬁts. You can sign up for Medicare three months
before your 65th birthday. If you don’t sign up in a seven
month window around age 65, you will incur penalties.
70 - New this year, at age 70, you will have to begin taking
Social Security. You will also have reached the maximum
potential beneﬁt.
72 - In the year in which you turn 72, you will also be
required to begin making withdrawals, called Required
Minimum Distributions or RMDs for short, from your
Individual Retirement Accounts (IRAs) and, if you still have
one, your 401(k) or other retirement plan. Actually, you
have until April 1st of the following year to take your ﬁrst
RMD but then you will have to take two withdrawals and
that may increase your marginal tax rate in that year.

60 - At age 60, and thereafter, you will receive an annual
statement from Social Security in the mail. This lists your
earnings history, taxes paid and expected beneﬁt. You
should receive this about three months before your
birthday. It is important to check your statement for any
inaccuracies and report them to the Social Security
Administration as soon as possible. You should also visit
the Social Security web site and set up your online account.
62 - Age 62 is when you can ﬁrst claim Social Security. This
is prior to Full Retirement Age (FRA) so you will receive a
lower beneﬁt. The longer you put oﬀ receiving Social
Security, the larger your monthly beneﬁt up to a maximum
at age 70. If you have never been married, the strategies are
pretty simple; the longer you delay the larger your beneﬁt.
If you are married or divorced, there are some more rules to
claiming Social Security which you should consider.
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ALERT
On December 20th the Setting Every Community
Up for Retirement Enhancement Act (SECURE
Act) was signed into law. Beginning in 2020 the
age at which you become RMD eligible is now 72.
In other words, if you did not turn 70 ½ in 2019 or
before you now are not required to take a
distribution from you IRA until April 1st the year
after you turn 72. Just like previous rules
however, if you wait until April 1st the year after
you turn 72 you will need to take two
distributions; one for the year you turned 72 and
one for the current year.
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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

6%

Emerson Elec.

7%

Microsoft

5%

Sysco

7%

Oracle Corp

4%

Caterpillar Inc.

7%

Alphabet

4%

Paychex

6%

PepsiCo Inc

4%

Stanley Black & Decker

6%

Accenture

4%

McDonalds

5%

Intel

4%

Blackrock

5%

Cisco

4%

Clorox

5%

Automatic Data Processing Inc

3%

Wells Fargo

5%

Procter and Gamble

3%

Price T Rowe

5%

NW INTERMEDIATE FIXED INCOME

NW SMALLER COMPANIES STOCKS
Top 10 Stocks

Top 10 Bonds

% of Total

Coupon/Maturity

% of Total

5%

Federal Farm CR BKS

2.080% Due 12-02-30

3%

Fair Isaac Co.

5%

United States Treas NTS

2.000% Due 11-15-26

2%

Generac Holdings

5%

United States Treas NTS

2.250% Due 11-15-24

2%

AMN Healthcare

5%

Johnson & Johnson

2.950% Due 03-03-27

2%

Microchip Technology

4%

United States Treas NTS

2.250% Due 11-15-25

2%

Allegion Pub Ltd

4%

United States Treas NTS

1.750% Due 09-30-22

1%

Broadridge Fin Sol

3%

United States Treas NTS

2.250% Due 11-15-27

1%

Wynn Resorts

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
1 Year

Alternatives

3 Years

5 Years

Timber

20.0%

9.9%

6.9%

Energy Infrastructure

18.9%

-1.4%

-3.3%

Commodities

12.3%

-0.2%

-3.3%

Real Estate

28.3%

10.3%

7.9%

1 Year

3 Years

5 Years

Large Stocks (S&P 500)

31.3%

15.2%

11.6%

Small Stocks (Russell 2000)

25.4%

8.5%

8.2%

International Stocks (EAFE)

22.1%

9.6%

5.7%

Fixed Income Indices

1 Year

3 Years

5 Years

Intermediate G/C (Barclays Int.)

6.5%

3.0%

2.4%

Equity Indices
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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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