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February 24, 2015 

 
Dear Client, 

 

  The first seven weeks of 2015 have been a bumpy ride for both the equity and 
fixed income markets.  It’s not very different from the way 2014 began and that turned 
out pretty well for investors.  Last year markets battled through Ebola, an end to 
Quantitative Easing, European and Chinese slowdowns, ISIS, war in Ukraine, midterm 
elections, a surprisingly negative GDP for Q1 2014, and the SONY hacking.  Ultimately 
financial markets focused on things that we value very highly - earnings and relative 
value - and rewarded patient investors nicely.  The combination of strong US corporate 
earnings and the low level of interest rates, both here and abroad, built a foundation 
for higher domestic equity prices.  

As you see from the chart, in 2014 our strategies outperformed many major 
equity indices and commodities.  Net of fees, our Equity Select Portfolio returned 
+14.8%, our Mutual Fund Mix +7.8%, and our Dividend Portfolio +18.5%, while the S&P 
500 was up 13.7% (including dividends).  Surprising many investors intermediate- and 
longer-duration bonds also performed well.  Led by a 40% decline in the price of oil, 
commodities markets provided the biggest disappointments.  

As for 2015, we continue to expect the domestic equity markets to move 
higher.  Even though many energy companies have had to dramatically adjust their 
earnings expectations downward, S&P 500 earnings as a whole are still expected to rise 
about 4%.  As central banks across the globe remain accommodative, persistently low 

bond market rates and the strength of the US Dollar should also make US equities attractive to global investors.  And the Wall of Worry 
remains standing, which has often been a sign of good things to come. 

 The price of oil is the biggest positive for the markets.  Ironically, oil’s decline has produced a great deal of uncertainty - too 
much, we believe.  In the long-run it will be a benefit to almost all consumers and producers.  We are hard-pressed to think of anything 
more beneficial to the world’s economy and to the global middle class than a 50% drop in the price of oil.  This enormous tax cut for 
individuals and the dramatic decrease in the cost of production for most businesses will produce higher disposable incomes and corporate 
earnings.  However, there’s a timing mismatch between the costs and the benefits.  The oil patch is already recognizing its problems.  
Non-oil producing corporations and consumers will be slower to believe and recognize the benefits, but they will occur.  The current level 
of US oil production and its potential for growth may also establish the US (rather than the Middle East) as the new “swing producer”, 
which would be an enviable position for our country.  This produces long-term political and fiscal advantages for the US.  In our January 
2013 client letter we wrote enthusiastically about US energy independence concluding, “...the benefit to our balance of payments, the 
flexibility it gives the US in conducting foreign policy and dispensing foreign aid, and how/when we need to deploy our military are all 
positives for America and America’s businesses.”  Patient investors should be rewarded again this year. 

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

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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