
 
 

         

November 11, 2011 
Dear Client, 
 
 Because of the high level of uncertainty still being produced by the crisis in the European sovereign 
debt market and banking system, we are continuing to carry cash balances of about 15% or so in both our Equity 
Select and Dividend Portfolios.  In the next few weeks in an effort to manage volatility better and increase 
diversification, we will be increasing the number of holdings in the Dividend Portfolio to 17 from its current 13.  

YTD through 10/31/11 our efforts have produced a mixed bag of results: net of our fees the Equity 
Select Portfolio was flat, the Mutual Fund Mix was -1.3%, and the Dividend Portfolio was +7.5%.  During the 
same period the S&P 500 Index was +1.3% (including dividends). 

Although it appears that much headway has been made by European authorities to address the crisis, 
complete agreement and final details do not seem to be near-at-hand.  As we write this, Greece and Italy are 
each installing new governments and are in the process of approving austerity plans.  There is also uncertainty 
surrounding the level of loans, support, and policy tools that the International Monetary Fund (IMF) and the 
European Central Bank (ECB) can, and will, provide.  The situation is improving, but is still very fluid.  US equity 
and bond market traders currently use minute-to-minute changes in the price of the Italian Government 10-year 
note as their canary-in-the-coal-mine to judge the status of the rescue effort. 

Domestically, markets will now begin to focus on the progress of the Congressional Super Committee 
charged with identifying by November 23rd at least $1.2 trillion in savings over the next 10 years.  It would be a 
pleasant surprise, in contrast to Europe’s false starts, if our politicians could produce an enactable plan on time.  
Until recently the Committee has observed a “no leaks” policy, but that seems to be breaking down, and the 
partisan political heat is starting to rise.  Congress’ wrangling and delay in addressing the debt ceiling in July set 
the tone for a miserable market; we are hoping those legislators remember this and develop a plan that will 
avoid a similar response from the markets. 

The two of us have been working in the financial markets for a combined 65 years and we can’t 
remember a period of time when the level of economic activity has played such a secondary role to politics in 
determining the prices of equities, bonds, and commodities.  Analyzing economic reports and predicting the 
market’s response is never easy, but it is a breeze compared to trying to anticipate the response to political 
surprises and provocative statements from politicians and foreign regulators.  Hence, our preference for holding 
some cash in client accounts for the time being. 

Although the political landscape is difficult to navigate, corporate earnings and economic statistics have 
been providing some encouraging guidance.  Earnings season has once again produced good results.  With 90% 
of the S&P 500 reporting, over 75% of them have exceeded earnings expectations.  According to Bloomberg 
year-over-year those earnings are up 16%!  Despite low consumer confidence, a sluggish (though growing) 
economy, and global financial concerns, America’s companies remain very profitable and in possession of very 
strong balance sheets.  Many companies still trade at very reasonable multiples and carry dividend yields that 
are historically attractive to those available on fixed income investments.  Even though our economy is not 
booming, neither is it operating at the double-dip recessionary levels so many analysts had feared.  In the last 
month various economic reports (e.g., advance retail sales, housing starts, durable goods, factory orders, 
Philadelphia Fed Business Outlook) have been above expectations.  The Federal Reserve also met, reiterating its 
intention to keep short-term rates low into 2013, and to employ whatever tools it has at its disposal to “promote 
a stronger economic recovery in a context of price stability.”  

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. 


