
 
         

December 19, 2011 
Dear Client, 
 

In the past few weeks we made some portfolio changes.  The Equity Select Portfolio added Zimmer 
Holdings (ZMH), the medical device maker, and sold Western Digital (WDC).  We had owned and sold ZMH 
successfully in the past and were happy to reacquire it at a lower price, since we continue to like its value and 
the demographic story.  We did some rebalancing by trimming back our position in Endo Pharmaceutical (ENDP) 
and adding to Corning (GLW).  In the Dividend Portfolio we added AstraZeneca (AZN) and Intel (INTC).  We 
bought AZN, the maker of Crestor, with a 6% dividend yield.  INTC, the world’s largest semiconductor company, 
has become a solid dividend play with over a 3.50% yield.  AZN and INTC have each increased their dividend at 
over 13% annually for the past five years, and have excellent free cash flow and earnings coverage.  We also 
trimmed back a portion of our holdings in Bristol-Myers (BMY) and Eli Lilly (LLY) as they hit multi-year highs. 

Because of the high level of uncertainty still being produced by the crisis in the European sovereign 
debt market and banking system, we are continuing to carry cash balances of about 15% or so in our Equity 
Select Portfolio and near 10% in our Dividend Portfolio.  The equity market continues to be range-bound and 
frustrating, while the fixed income markets offer little in the way of yield to appease investors while they await 
clarity on the Eurozone problems.  Barron’s recently reported that, according to Bank of America Merrill Lynch, 
year-to-date through November 30th only 23% of stock-fund managers had beaten the S&P 500 Index.  Through 
December 15th, two of our three strategies were ahead of the index.  Net of our fees and including dividends for 
the S&P, the Dividend Portfolio was +8.9% and the Equity Select Portfolio was -1.1%, while the S&P was -1.4%.  
Our Mutual Fund Mix Portfolio was -4.0%. 

Try as they might, the powers-that-be in Europe have still not put a plan in place that addresses the 
banking and sovereign difficulties facing the continent.  The fifth summit of European leaders in the past year 
concluded just the other day without a unanimous agreement on the steps to be taken to recapitalize banks, to 
establish fiscal controls and sanctions for member states, to determine the European Central Bank’s (ECB) ability 
or willingness to buy the debt of distressed members, to decide how to deploy/leverage the European Stability 
Mechanism (ESM) and the European Financial Stability Facility (EFSF), or to determine the role of the 
International Monetary Fund in the resolution.  The crisis is complicated and the wrong approaches could 
produce more harm than good to both the European and global economy, but the kick-the-can-down-the-road 
approach of the past year has kept all markets nervous and responding to political activity rather than economic 
activity.  As deliberations continue, the credit-rating agencies threaten downgrades to the major European 
countries.  To be fair, six global central bank authorities recently rose to the occasion to assure liquidity in the 
banking system and keep the European credit markets from seizing up.  This additional liquidity helps, but the 
Eurozone headwinds facing the equity and commodity markets will be blowing for some months yet. 

In contrast, our own domestic economy is on a fairly sound footing.  Many of the US economic statistics 
reported in the last two months have exceeded expectations in spite of still-high unemployment, low consumer 
confidence numbers, and a higher savings rate.  Regardless of the doom and gloom, the American consumer has 
shown up for Christmas, while businesses continue making profits and investing in capital goods. 

After the turn of the year, we will be contacting you to schedule a convenient time to review your 
portfolio holdings and to make sure we are in step with your financial goals and objectives.  Examining your 
portfolio periodically, and understanding what’s in there, is an excellent way to have confidence in your 
investments and avoid the confusion and emotional, knee-jerk decisions volatile markets can produce. 

We would also like to wish all of you Merry Christmas and Happy Holidays, and hope 2012 brings good 
health and prosperity to all of us. 
 
  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. 


