
 
 
January 25, 2012 

Dear Client, 
 
 Last year was a difficult one for investors, and one in which the domestic equity markets were stuck in a 
trading range much of the year.  As the news developed, many investors found themselves buying at the highs 
and selling at the lows.  2011 was filled with investment surprises.  In a year which saw a catastrophic nuclear 
accident in Japan, a near collapse of the European Union, a logjam in Congress, a ratings downgrade of the USA, 
MF Global, a slowdown in China, and growing tensions with Iran, few would have expected the S&P 500 to be 
positive.  As surprising to many was the drop in the US Treasury 10-year note yield from 3.30% to 1.90% with 
inflation around 2%.  Additionally, two of the strongest global economies (China and Brazil) had equity markets 
that declined for the second year in a row. 

The table below displays our performance and that of other assets for 2011.  Two of our three 
strategies outperformed the S&P.  Net of fees, our Equity Select Portfolio was up 3.2% and our Dividend 
Portfolio was up 11.8%, while the S&P (including dividends) was up 2.1%.  Our Mutual Fund Mix Portfolio, which 
had exposure to China, was down 2.5%.  When viewed against the serious declines of other equity markets we 
feel very good about the Equity Select performance.  We are also pleased that the 11.8% return of our Dividend 
Portfolio exceeded that of Vanguard’s widely-held Dividend Appreciation Fund by more than 5%. Although the 
fixed income markets put in a very good performance, it’s important to note that in order to capture that 
performance investors had to own longer maturity (more volatile) Treasurys and corporate bonds.  For investors 
attempting to protect their principal by moving to shorter maturity Treasurys, like the UST 2-year note, their 
return was only 1.1%. 

Total Returns for Calendar 2011 

S&P 500 Index (incl. dividends) 2.1% 
 

UST 10-year note* 16.7% 

NWC Equity Select Portfolio (net of fees) 3.2% 
 

Barclay's Aggregate Bond Fund (AGG) 7.7% 

NWC Mutual Fund Mix Portfolio (net of fees) -2.5% 
 

UST 2-year note** 1.1% 

NWC Dividend Portfolio (net of fees) 11.8% 
 

Vanguard Dividend Appreciation ETF (VIG) 6.2% 

Shanghai Composite -21.7% 
 

Housing*** -3.4% 

Brazilian BOVESPA -18.1% 
 

Gold 9.2% 

German DAX -14.7% 
 

Oil 4.8% 
Source: Bloomberg *Price change and interest payment for UST 2 5/8 11/15/2020 **Price change and interest payment for UST 5/8%  12/31/12 

 ***S&P/Case-Shiller 20 city Composite Oct 2010 thru Oct 2011 
 

    We’re optimistic about 2012 and continue to think the domestic equity markets possess good value on 
an absolute and relative value.  Although corporate earnings may slow this year from the healthy increases of 
the past few years, they are still increasing.  The 13x multiple of the S&P 500 Index is attractive on an absolute 
basis, and even more attractive when compared to the general level of interest rates.  We believe these are 
compelling reasons for investors to focus on these equity values.  Even though our economy is not exactly 
humming along, it is growing and even the long-stagnant housing and labor markets have shown signs of life.  
Europe still has not solved its multiple problems, but it appears progress is being made and its bond markets 
have been behaving much better. 

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. 


