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July 8, 2014 

 
Dear Client, 
 

We have now passed the halfway point for the year, and are pleased with the results in client accounts. As you know, we have 
maintained our optimism, and continue to find investment opportunities that look good on both an absolute and relative basis.  YTD 
through June 30th and net of our fees, the Equity Select Portfolio is up 9.83%, the Dividend Portfolio is up 10.99%, and the Mutual Fund 
Mix is up 6.21%.  There were many warnings that equity returns would go nowhere after last year’s stellar 32% performance for the S&P 
500, yet YTD through June 30th, it is up 7.13% (including dividends).  For many investors the performance of various asset classes this year 
has been a pleasant surprise (see bar chart below). 

   
Reviewing returns YTD through 6/30/14 shows a 
decidedly different picture from what conventional 
wisdom expected.  The US equity markets have 
reached record highs despite the -2.9% Q1 GDP report, 
and have continued to mystify the bears, who are 
hoping for a 10% correction any day now (as they have 
been hoping for years).  Although the Federal Reserve 
continues its tapering policy of $10B/month of US 
Treasuries and mortgages, the intermediate and longer 
maturity bond markets have also traded well.  Through 
June 30th the US Treasury 10-year note and the iShares 
Core US Aggregate Bond ETF have returned 6.11% and 
3.76%, respectively.  And the global turmoil in Ukraine 
and Iraq has once again put a solid bid back into the 
prices of oil and gold.  After a very strong performance 
in 2013 (+30% in USD term), Japan’s Nikkei 225 Index is 
one of the few negative returns (-2.59%) to report. 

 After last Thursday’s stronger-than-expected employment reports, some Fed watchers have been revising their timetables for the 
initial hike in the Fed Funds rate.  Regardless of that number, we don’t believe the Fed is in any hurry to raise rates.  In its June 18th 
statement the Federal Reserve Open Market Committee concluded by saying, “…even after employment and inflation are near mandate-
consistent levels, economic conditions may, for some time, warrant keeping the target federal funds rate below levels the Committee 
views as normal in the longer run.”  When the rate hike does eventually come it’s likely to be the result of a strong labor market and a 
robust economy.  We wouldn’t view that as bad news for portfolios.  In the meantime, we won’t “fight the Fed.”  As always, the key 
consideration for us is the level of corporate earnings, which continues to grow.  P/E multiples appear fair to us, not cheap, and attractive 
when compared to the fixed income markets. 
 Even though inflation has not reached the Fed’s upside goal, it is moving closer to 2% and making it ever-more-painful to keep 
cash balances in low-yielding money market accounts.  We have been working with clients to construct alternatives.  Those portfolios 
contain a balance of fixed income mutual funds having short durations and dividend-paying equities having low volatilities.  We look 
forward to speaking with you about this alternative.      

We continue to believe in stocks for the long run and, as always, encourage you to contact us with any comments or questions 
you have about any of our investments.  Thank you for letting us manage your portfolios. 
 

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. 
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