
 

  
  
         July 2, 2012 
 
Dear Client, 
 

The past month witnessed a great deal of volatility in all the markets, and did very little to encourage the 
large number of cautious investors off the sidelines.  Who could blame them?  Here are a few of the many 
negatives dealt with throughout the month: weaker economic statistics (particularly the employment numbers), 
downward revisions to China’s growth, a downward revision by our Federal Reserve to our domestic GDP, the 
inability of European leaders to make substantial headway to solving their banking/economic problems, the long 
wait for the Supreme Court’s decision on Obamacare, and (last but not least) the JPMorgan Chase multi-billion 
dollar loss. 

Interestingly, the equity market behaved very well in the face of these obstacles and we think this is a 
very good sign for the balance of the year.  For the month of June, the S&P 500 advanced 4.0% and closed 6.6% 
above its lowest levels earlier in the month, leaving it up 9.5% (including dividends) year-to-date.  In a broader 
context, and with all these global worries, the current level of the S&P 500 is only 4.5% below its four-year high 
and over 100% higher than its low in March 2009.  Our strategies each improved during the month, but still trail 
the S&P 500.  At quarter end and net of fees, our Dividend Portfolio was up 6.1%, our Mutual Fund Mix was up 
2.3%, and the Equity Select Portfolio was down 2.2%.  The apprehension over a global slowdown definitely hurt the 
Equity Select Portfolio with its holdings of energy and commodity companies.  We realize that global growth has 
slowed, but we are not expecting recession and are reminded that these same slowdown fears have shaken the 
equity markets the last few summers (complicated all-too-often by political problems). 

We will be making some portfolio changes in the next few weeks and doing some rebalancing.  In the 
Equity Select Portfolio today we sold Corning Inc. (GLW).  GLW was a long-term holding for us, but has never really 
performed.  In the Dividend Portfolio we sold our holding of a Bank of America preferred issue.  It is being called at 
the end of the month, so we took the opportunity to sell the issue at a slight premium to the call price.  We’re sad 
to see it go, since it had been a great performer, and in that portfolio since December 2009. 

Those of you who hold bank preferred shares away from Northwest Criterion should review the call 
features and early redemption features of them.  Soon many bank preferred issues will not qualify as Tier 1 capital 
for the banks, and they may wish to retire them.  With the dramatic drop in interest rates over the last few years 
many of these issues may be trading well above their call prices and it would be a shame to watch your premium 
disappear.  
  As has been the case for the last three years, Europe’s financial crisis is on the front burner.  Our view has 
been that there is too much at stake for interested parties to let things get out of control.  Last week at their 19th 
summit about the crisis Europe’s leaders made headway.  Principally, leaders agreed to work toward a Europe-
wide banking union and to establish a channel to inject capital directly into banks, rather than through their 
governments, which would have exacerbated the sovereign debt problems.  Stabilizing the banking system is a 
necessary first condition to getting out of the crisis – similar to what we had to do here four years ago.  There also 
seems to be movement toward less onerous repayment terms and austerity measures.  Time will tell how much 
patience the markets have with these actions, but we think these were positive, and long-overdue, developments. 

Earnings season is about to begin again and we expect profits to continue growing, but at a slower rate 
than in recent quarters.  With the S&P 500 near 1350 and earnings expectations north of $100 (a 13.5x multiple) 
equities look to us as both a good relative value and a good historical value for investors.  Even though we are 
optimistic, we expect to endure continued volatility for a variety of reasons in all the markets. 

Thank you for letting us manage your portfolios and please contact us with any questions or comments. 
 

Michael A. Camp      Joseph F. Hunt 
Principal       Principal 
 

 
Investing and trading in stocks and other securities are risky and carry an inherent element of risk, including the potential for loss of principal.  Northwest Criterion Asset 
Management, LLC cannot guarantee and you should not assume past performance of its model portfolios and investment plans are either an indication of or a guarantee for 
future results.  Northwest Criterion Asset Management, LLC cannot and does not give any assurance that the trades placed based on its investment plans will be profitable. 
 


