
 

  
         January 31, 2013 
Dear Client, 
 

2012 was a year in which the financial markets showed surprising resilience in the face of many problems.  
Interest rates remained at historically low levels, while equity market returns exceeded many expectations given 
slower global growth and fiscal problems in Europe and the US.  With dividends, the S&P 500 returned 16% and 
the Dow Jones Industrials 10.2%, while the US Treasury 10-year note traded below 2% for most of the year.  Our 
strategies (net of fees) produced a mixed bag of results with the Mutual Fund Mix +10.2%, the Dividend Portfolio 
+6.9%, and the Equity Select Portfolio -1.5%.  We recently sold our long-time Equity Select holding of defense 
contractor Harris Corp (HRS), and put some cash to work with purchases of Disney (DIS) and Amgen (AMGN).  Each 
portfolio is off to a good start this year.  Through January 30th the Equity Select is +8.1%, Mutual Fund Mix +3.3%, 
and Dividend Portfolio +3.9%.  For the past few months, as the S&P has approached 1500 (and is only about 4% 
below its October 2007 high), money has been moving into the equity markets, and we believe this will continue.  
There is still a huge pool of money sitting in cash and fixed income. 

As the year begins, attention is still focused on Washington and how our politicians will resolve the fiscal 
issues.  We have been watching this movie for some years now.  These issues are important and could disrupt 
markets in the near-term, but compromises will be reached and progress will be made.  Whatever the deficit and 
budget discussions produce, most businesses will continue to make, buy, and sell their widgets.  Consistent with 
that, we believe it’s wiser to look past politics, as well.  We’d like to highlight two very important situations that 
have developed, are likely to be sustained, and will benefit the global economy for quite some time. 

We start by noting the enormous positive impact the baby boom generation made as it moved through 
our economy the past 60+ years.  Much of the growth and many of the innovations in housing, transportation, 
education, technology, consumer products, medicine, infrastructure, etc. were done for and by this demographic.  
A tremendous amount of income was generated, large pools of investment grew, and great wealth was created.  
This generation comprised about 75 million people.  We believe the growing global middle class (GMC) will have a 
similar beneficial effect on the world’s economic growth for decades to come that may dwarf that of the baby 
boomers.  Estimates put the size of the GMC at 1.8 billion people in 2009, and it is expected to reach 3 billion by 
2020.  Those 3 billion are 40 times the size of the baby boomers.  We can only imagine how many goods and 
services will be manufactured and consumed to meet their needs over the next 20 years. 

The other significant development making us very constructive is the growing, and sustainable, energy 
production capability of the US.  The increase in production of oil is largely a function of the advances made in the 
hydraulic fracturing (fracking) technique for extracting both gas and oil from shale deposits.  Drillers are becoming 
more efficient and creating many new jobs.  They are also working more closely with regulators to limit damage to 
the environment, so fracking is not going away.  The International Energy Agency estimates that by 2020 the US 
will surpass Saudi Arabia’s production level, and Exxon Mobil predicts that by 2025 North America will be a net 
exporter of energy.  This increasing, stable supply of domestic energy will not only be very beneficial to US 
manufacturing, but also to many other sectors of our economy.  We have already begun to see (higher-paying) 
manufacturing jobs and facilities return here from abroad.  Additionally, 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. 

As we have been for some time, we remain optimistic and continue to see many companies presenting 
both very good absolute and relative value.  We intend to look beyond the political issues to the long-run 
macroeconomic view and keep accounts fairly fully invested. As always, 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. 
 

 
 
 


