
 
 
         June 10, 2011 
Dear Client, 
 
 We have not made any significant changes to our portfolios in the past month and still maintain about 
20% cash in the Equity Select Portfolio.  The last few weeks have been tough ones for the equity markets and 
good ones for the fixed income markets, in spite of the historically low rate levels available.  Year-to-date 
through June 9th ,and net of fees, our Equity Select Portfolio is up 7.1%, our Mutual Fund Mix Portfolio is up 
2.5%, and our Dividend Portfolio is up 6.1%, while the S&P 500 Index (including dividends) is up 3.4%. 

Recent weaker-than-expected reports in housing and employment, in particular, have led analysts to 
lower expectations for Q2 GDP numbers.  Even though private payrolls increased for the 15th straight month, 
business owners are committed to waiting as long as possible before hiring additional workers. It’s also difficult 
to think of a significant drop in unemployment as long as growth doesn’t exceed the increase in productivity.  
Supply chain disruptions due to the Japanese earthquake have also led to production slowdowns in some 
industries and drawdowns in inventories (especially in the auto industry).  No recovery ever moves upward in a 
straight line and it’s clear the economy has entered a “soft patch”, but we do not anticipate a double dip.  
Employment and housing are both headline-grabbing statistics and most people understand them all-too-
personally.  There are, however, many other indicators that policy makers monitor that tell them the economy 
and corporate earnings are still growing, and should boost GDP in the second half of 2011. 

Although it’s not the general preference, we can have economic growth and earnings increases (as we 
currently have) with a stubbornly high unemployment rate and stagnant housing market.  The employment and 
housing numbers may dominate the headlines, but there are also some positive factors to consider.  On 
Wednesday, the Federal Reserve released its Beige Book Report that noted economic activity generally 
continued to expand with some deceleration, and manufacturing continued to expand in most parts of the 
country.  The report also noted that “loan demand was steady to stronger in most Districts, especially in the 
commercial and industrial sector, and widespread improvement was reported in credit quality.”  In spite of 
continued elevated levels of gasoline prices most Districts indicated steady to modestly increasing consumer 
spending.  Chairman Bernanke also pointed out in a speech on Thursday that capital expenditures by 
corporations continue to expand, benefitting from the growth in foreign markets.  The Chinese and Brazilian 
economies continue to expand so strongly that their policymakers have raised rates in an effort to maintain solid 
growth while keeping an eye on their inflation rates.  Clearly, there are many pluses and minuses to consider. 

As we have stated in past letters, we continue to feel the best relative value resides in the equity 
markets, and again suggest that you review your fixed income investments.  With most rates at historically low 
levels it’s difficult to conceive of substantial capital gains in fixed income investments.  If peace of mind and 
liquidity are your goals, then make sure your fixed income maturities and durations remain short. We are not 
the only money managers who feel this way.  Bill Gross, the Founder and Co-Chief Investment Officer of PIMCO, 
which manages over $1 trillion in fixed income investments, commented this week about the low levels of 
interest rates saying that, “What you’re left with as investors – what PIMCO is left with – is a negative return 
relative to inflation.  Your pocket is being picked.  You’re being skunked.”  To put a finer point on it, in December 
2000 the UST 10-year note yielded 5.11% and now yields only 2.95%.  In December 2000 the earnings of the S&P 
500 were about $55 while the index traded at 1,320.  Currently, the index trades at 1,275 and the earnings 
estimates are near $100 (nearly double the 2000 level!).  Although we all know there is no chance of certainty, at 
this point equities give us a much better chance of achieving our investment goals over the next few years. 
 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. 


