
 
 
 

           November 10, 2010 
 
Dear Client, 
 
As of this writing we remain fully invested, and believe that equities provide much better relative value and a better hedge 
against inflation than current fixed income levels.  We may make changes to the Equity portfolio, but it will remain fully 
invested.  We will also increase the number of holdings in the Dividend portfolio from the current 11.  The ability of the equity 
markets to tack on a reasonable gain on the heels of last year’s increase has surprised many people and is putting great pressure 
on those still sitting on the sidelines in cash or in near-cash equivalents earning much less than 1%.  Below are the year-to-date 
(YTD) returns for our portfolios through November 5th:  
 
   Year to Date Returns through 11/5/2010    
   EQUITY SELECT PORTFOLIO 7.10%    
   MUTUAL FUND MIX PORTFOLIO 12.38%    
   DIVIDENDS PORTFOLIO 10.90%    

 
It’s now more than a month into earnings season and the reports from corporate America have been very good.  Earnings are at 
the heart of stock market valuations and as of November 5th, 73% of the S&P 500 companies reporting third quarter earnings 
had exceeded the analysts’ estimates.  In our portfolios the results have been even more impressive: 14 of 15 companies in the 
Equity Select portfolio and 10 of 11 in the Dividend portfolio exceeded the Street’s earnings estimates.  Because of corporate 
cost restructurings over the past two years, much of any revenue increase will head directly to the bottom line. 
 
Three significant events for the markets occurred last week: Election Day on Tuesday, the Federal Reserve announcement of 
another round of Quantitative Easing (QE2) on Wednesday, and the release of the monthly employment numbers on Friday.  
Our October letter stated the biggest problem facing the markets is the level of uncertainty.  Uncertainty hasn’t disappeared, 
but appears to be headed lower.  President Obama’s words last Wednesday indicate a willingness to compromise resulting in 
the extension of some of the Bush tax cuts.  It does not appear, as it may have at one point, that the lame duck Congress will 
refuse to act and let the cuts expire.  The election results may also give businesses the feeling that their worst fears about the 
cost of the ObamaCare won’t be realized as the Republican-controlled House and various governors try to rein in the costs.  
Since August there has been speculation about QE2.  The Fed’s statement specified an amount and timetable that met 
expectations, and reduced uncertainty about the program.  The employment release also eased concerns with private payrolls 
growing at a better-than-expected 159,000 in October, and significant upward revisions to both August and September.  Each 
month in 2010 private payroll has shown an increase.  Although we all wish there would be faster growth in employment and a 
drop in the unemployment rate, at least private payrolls are moving in the right direction. 
 
With the Fed Funds rate at zero and a second round of quantitative easing soon to begin, many investors and analysts have 
expressed great concern about inflation.  We are concerned about inflation, but don’t see it as a meaningful threat in the near-
term, since there is a great deal of slack in our manufacturing sector, a stubbornly high unemployment rate, and a low velocity 
of money.  In the longer-run, however, we believe the best hedge against inflation is to be invested in the equity of good, solid 
companies.  Buying US Treasury 10-year notes at 2.50% (and paying taxes on the interest) is not inflation protection.  
Exposure to commodities can also provide a hedge against inflation.  Our Equity Select portfolio owns a few companies that 
have commodity exposure (e.g., Conoco Phillips, Noble Corp).  Additionally, in excess of 50% of that portfolio’s revenues are 
generated overseas, which helps hedge declines in the dollar due to inflation.  Our Mutual Fund Mix portfolio owns a 
commodity fund (PGNAX) and two international equity funds (TCWAX and SGOVX). 
 
Yes, there are still many other things to worry about including housing, deficits, and terrorism to name but a few.  However, 
it’s our view that the markets will continue to climb a wall of worry as huge amounts of cash remain on the sidelines.  Thank 
you for letting us help 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. 


