
NORTHWEST  CRITERION 
ASSET MANAGEMENT, LLC 

 

914 Commons Way, Princeton, NJ 08540    609-924-4488  Fax 609-924-1155   www.nwcriterion.com 
 
 

April 15, 2013 
 
 
Dear Client, 
 

The year is off to a nice start with impressive first quarter results for domestic equities leading the way.  This performance 
occurred as stocks continue to climb the ever-present Wall of Worry currently constructed of The Sequester, slower Chinese growth, the 
banking crisis in Cyprus, the threats of North Korea’s Kim Jong-un, and a variety of other concerns.  We’re sure you have favorites of your 
own. 

In what we view as good news for stocks, there is still no obvious flow from fixed income into the equity markets.  If the 
enormous positions in fixed income investments were ever to be even partially reallocated to equities, the market would add another 
long leg to the rally.  In contrast to the Wall of Worry, companies are increasing profits, albeit at a slower rate, interest rates remain 
steady, US energy production is a huge plus, corporate balance sheets are in very good shape, corporations have a mountain of cash, sales 
of cars and light trucks are annualizing at 15 million units, and the housing market is in better shape than it has been for years. 

When viewed against the rise of the S&P 500, the declines of other foreign equity markets, the flat performance of US Treasury 
notes (long- and short-term) and investment-grade corporate bonds (AGG), and the weakness of precious metals and materials, we feel 
very good about our portfolio results.  The table below shows through quarter-end (net of our fees) our Equity Select Portfolio is up 9.8%, 
our Mutual Find Mix Portfolio is up 4.0%, and our Dividend Portfolio is up 11.4%, while the S&P 500 is up 10.6% (including dividends).  The 
strongest sectors of the S&P 500 during Q1 were defensive ones: health care, utilities, and consumer goods and services.  The strength of 
these defensive sectors while the Dow Jones and S&P reached all-time highs suggests to us the return to the equity market of many long-
absent (and scared) investors via a toe-in-the-water approach before they decide to make more aggressive investments. 
 

Total Returns for Q1 2013 (in US Dollars) 
NWC Equity Select Port. (net of fees) 9.8% 

 
UST 2-year note* 0.1% 

NWC Mutual Fund Mix Port. (net of fees) 4.0% 
 

UST 10-year note** -0.1% 
NWC Dividend Port. (net of fees) 11.4% 

 
Investment Grade Bonds*** 0.1% 

S&P 500 Index (incl. dividends) 10.6% 
 

Housing**** 0.1% 
Shanghai Composite -1.0% 

 
Gold -5.0% 

Brazilian BOVESPA -6.3% 
 

Oil 4.4% 
German DAX -0.7% 

 
Copper -6.9% 

Source: Bloomberg *Price change and interest payment for UST 1 /8% 12/31/2014  **Price change and interest payment for UST 1 5/8% 11/15/22 

                                     ***Barclay's Aggregate Bond Fund (AGG) ****S&P/Case-Shiller 20 city Composite Oct 2012 to Jan 2013 

  
In addition to rebalancing, we made a few changes to the Dividend and the Mutual Fund Mix Portfolios.  In the Dividend we 

added PepsiCo (PEP) and Analog Devices (ADI).  Both companies have been paying steady, increasing dividends and look attractive on a 
value basis.  In the Mutual Fund Mix we bought the First Eagle Value Fund (FEVAX) and the Third Avenue Real Estate Value Fund (TVRVX) 
to replace earlier sales of the Vanguard Wellesley Income Fund (VWINX) and the Prudential Jennison Natural Resources Fund (PGNAX). 

For reasons mentioned above, we remain optimistic about equities (on absolute and relative value), but expect market 
corrections of 3-5% from time-to-time.  We also expect stronger economic activity in the second half of the year, and look for continued 
new highs throughout 2013. 

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. 
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