
 
 

          October 7, 2010 
 
Dear Client, 
 
Beginning this month we are committing to send you our client letter each month.  We will be sending it to you by email and/or regular mail 
by the 10th of the month.  If you prefer only email delivery, please let us know.  Although the frequency of the mailings is changing, the 
messages contained in it will be similar to past letters.  We will inform you of changes in portfolio holdings, express our attitude and level of 
conviction to the markets, and discuss various topics.  As always, we hope that after you read our notes you will feel free to contact us with 
questions, observations, or disagreements.  Increased communication with you can only help us do a better job achieving your investment 
goals and objectives. 
 
In our July note we told you we were fully invested.  We continue to be and have made no significant changes to portfolio holdings in the 
Equity Select Strategy, the Mutual Fund Mix, or the Dividend Strategy.  Since our July letter each of our strategies has improved on an 
absolute basis, while also outperforming the gain for the S&P 500.  The last few months have not only been good ones for the markets, but 
somewhat unusual, as well.  Since the end of July the bond market is up, the stock market is up, gold is up, and oil is up!    We don’t know if 
that combination will continue, but we do continue to look for improvements in equity prices.  Ironically, even as many experts predicted that 
equity returns will continue in the low single digits for the foreseeable future, the S&P 500 gained 8.9% in September alone – the best 
September in 70 years! 
 
Probably the biggest problem facing the markets is the level of uncertainty still facing not only investors, but business owners as well.  Next 
month’s elections may reduce some uncertainty, but the fate of the Bush tax cuts, the implementation of new financial regulations, and the 
ultimate cost of health care still trouble those managing businesses beyond the “simple” vagaries of the normal business cycle.  The lame 
duck Congress may do little to improve this situation. 
 
Since it is never easy to make investment decisions when feeling uncertain (or emotional, or fearful), let’s try to focus on some things that 
provide certainty or information we might use to make an informed decision.  On September 21st the Federal Reserve Bank’s Open Market 
Committee met and voted to continue its target range for Fed Funds at 0 to 1/4 percent and to reinvest principal payments from its securities 
holdings.  It stated it would provide “additional accommodation if needed”, and to “return inflation, over time, to levels consistent with its 
mandate.”  Three times in its release the Fed mentioned its “mandate” to establish inflation levels.  This is unusual and emphasizes the 
commitment to keep rates low and provide liquidity until results are achieved.  Another round of quantitative easing seems almost a sure 
thing.  As many of us learned when we were young traders…”Don’t fight the Fed!”  The resulting low level of interest rates should 
ultimately highlight to cash hoarders and bond holders the relative value of the equity market and stocks with attractive dividends. 
 
Those who manage businesses may have more objective viewpoints and are certainly driven more by prudent allocation of resources than the 
typical individual investor.  When it comes to running their businesses, they know what they are doing.  So, what are they doing?  U.S. 
corporations have about $2 trillion of cash on their balance sheets, but are nevertheless issuing bonds to refinance higher-cost debt at 
historically low rate levels.  They are also using it to participate in merger and acquisition activity, which has been strong around the globe 
this year.  In short, heads of corporations are finding compelling relative value investing in equity (M&A), while selling fixed income 
(issuing bonds).  This is quite the opposite of the flows in fixed income and equity mutual funds driven by individuals over the past 18 
months. 
 
Of course, the Fed is not infallible, nor are the Captains of Industry.  We wouldn’t have had a near collapse of the global economy if they 
were, but we think they generally operate with objectivity and have access to timely, significant information about global business 
conditions.  We recognize that our domestic economy has slowed a bit, but we don’t believe we’re headed for a double-dip recession.  
Likewise, the growth of earnings may slow.  However, the markets (especially fixed income) seem to be pricing in much poorer global 
growth and profitability. 
 
As always, thank you for letting us work with you to manage your portfolios and please contact us with any questions or comments you may 
have.  
 
  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. 
 


