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Dear Client, 

 Equity markets have reached new highs against the ever-present Wall of Worry, and despite some 
zigs and zags fixed income markets have held up reasonably well.  Our strategies have also performed 
well.  Net of fees through April 30th the Equity Select Portfolio is +14.3%, the Mutual Fund Mix Portfolio is 
+5.6%, and the Dividend Portfolio is +16.1%, while the S&P 500 Index (including dividends) is +12.7%.  We 
have made no significant changes to any of our three strategies in the past month, and even though the 
S&P 500 and Dow Jones are trading at new highs, we remain optimistic and see value in equities. 

Instead of discussing the economy or politics at this point we believe we can help you achieve 
better returns by discussing the “Sell in May and Go Away” strategy.  "Sell in May and Go Away" is defined 
as selling your equity holdings at the end of April and getting back into the market at the start of 
November.  The assumption is that you will be better off than an investor who stays in equities 
throughout the year.  So many experienced traders and commentators say this that it seems like it must 
be a reliable investment tactic.  Too bad it doesn’t happen often enough to be a profitable approach – and 

as the graph to the left shows, over time, it 
is actually a losing proposition.  We used 
the Vanguard S&P 500 Index Fund (VFINX) 
to calculate the performance of the S&P 
500 (including dividends) since 1976.  
VFINX was created in August 1976, and is 
one of the largest and lowest cost mutual 
funds to track the index, which it does 
remarkably well.  In the 36 years from 
1977 through 2012 the May through 
October period has been positive 25 times 
and negative 11 times.  The period has 
averaged a +2.61% return.  That’s less than 
the +7.98% for the other six months, but it 

is still POSITIVE.  Perhaps the market has changed recently you might say, which would make the axiom 
more applicable.  This is not the case; 8 of the last 12 years have been positive.  More to the point, 
September is the only month that has averaged a negative return, a miniscule -0.06%, over the period we 
analyzed.  The opportunity cost of the strategy is quite large.  $10,000 continuously invested in the S&P on 
12/31/77 would have grown to over $374,000 by 12/31/12, while the same $10,000 withdrawn from the 
market each April 30th and reinvested on October 31st would have grown to about $159,000 – a difference 
of $215,000.  That’s a sacrifice of more than half the total return and more than 20x the original 
investment!  We believe you will be much better served paying attention to earnings and relative values 
rather than the calendar.  It’s more time and effort, but definitely worthwhile. 

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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