
 
 
         September 19, 2011 
Dear Client, 
 
 We made some changes to two of our portfolios in the past month.  With market volatility increasing 
we chose to raise some cash in the Dividend Portfolio on August 22nd by selling Pitney Bowes (PBI) at $18.44.  On 
September 15th for the Equity Select Portfolio we sold Carter’s Inc. (CRI) at $31.51, and bought Chevron (CVX) at 
$98.98.  Since purchasing CRI six months ago on March 14th it returned a positive 7.65%, while the S&P 500 Index 
lost 5.77%.  CVX is a global integrated energy company that we view as an excellent value with a P/E of 8.7 
versus 13.2 for the S&P 500.  CVX also boasts a 3.15% dividend yield and a five-year growth rate of that dividend 
of over 9% annually. 
 The last 60 days have been difficult ones in the equity market with a 16% decline in the S&P 500 from 
July 22nd to August 8th, which has been followed by weeks of increased volatility.  Through September 16th the 
S&P 500 is -1.9% YTD (including dividends).  Net of fees our Equity Select Portfolio is -0.7%, the Mutual Fund Mix 
is -3.2%, and the Dividend Portfolio is +5.5%.   

The allocation of the Equity Select Portfolio is weighted toward biotech/pharmaceutical companies and 
energy companies.  Biotech/pharma comprises about 25% of the portfolio, and the addition of Chevron to our 
existing positions gives the portfolio an almost 20% allocation to the energy sector.  In the Equity Select Portfolio 
we have maintained approximately a 17% cash position, and the Dividend Portfolio has about 8%.  We have tried 
to keep some cash available because of the increase in the level of volatility that began in late July, the weaker-
than-expected economic numbers, and the uncertainty surrounding the European sovereign debt crisis.   

These recent events 
have driven many investors 
into the presumed safety of 
US Treasury notes and bonds.  
It is difficult for us to see the 
ultimate benefit of a UST 10-
year note yielding 2% when 
the year-over-year level of 
the Consumer Price Index 
(CPI) was reported last week 
at 3.8%.  The graph to the left 
displays the 26 year history 
of the relationship between 
UST 10-year yields and the 
Consumer Price Index (CPI).  

The 10-year yield is now BELOW that of the most recent CPI figures, which is very unusual.  This condition may 
prevail in the near-term because of the recent flight to safety, but in the longer-run it’s clear that the 10-year 
usually trades at a much higher yield than the CPI.  Will the CPI level drop from here, or will UST 10-year yields 
ultimately return to a more normal relationship to the CPI?  We believe the latter will be the case.  An additional 
reminder of the relative value available in today’s equity markets is the dividend yield on the S&P 500 – it, too, is 
now above the yield on UST 10-year notes.  We expect that near-zero money market rates, a US Treasury curve 
trading below inflation, and steady corporate earnings will eventually lead investors back to the equity markets. 

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. 


