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By the time you read this, the inauguration of Donald Trump
as president will have already occurred. Like everything else
swirling around this election, I’m sure the inauguration will prove
equally historic in one way or another.
Given all of the Trump presidential hype that will undoubtedly
be dominating our media headlines for the remainder of this
month, I would like to momentarily sidestep you into a monstrous
financial industry, political and legal battle that will affect virtually
every investor in 2017.
Basically, this “battle” has evolved into a three-headed monster
including the Department of Labor (DOL) Fiduciary Rule, the
Dodd-Frank Act, and the proposed Financial CHOICE Act of 2016.
As a quick refresher and overly simplified explanation:
The Dodd-Frank Act was introduced by President Obama in 2010
and is long and incredibly far-reaching, with the goal of limiting
the risks taken on Wall Street and in the financial industry in an
attempt to prevent another 2008 financial crisis from occurring.
The Financial CHOICE Act passed the House Financial
Services Committee in September 2016 and primarily targets
the dismantling of the Dodd-Frank Act by offering less-restrictive
alternatives to many of the regulations imposed by Dodd-Frank.
The last head on the monster, so to speak, is the DOL Fiduciary
Rule which requires that an advisor act in the best interests of
a retirement investor, regardless of their professional licensure
(keeping in mind that registered investment advisors, such
as USA Financial Portformulas and/or investment advisor
representatives, are already required to put your best interest
first). I’ve written to you previously in Trending Report (June 2016
and November 2016 issues) regarding the DOL Fiduciary Rule,
so you may wish to refer to those reports in addition to this update.
Simply put, as the debate surrounding the DOL Fiduciary Rule
has progressed since the election (and prior to the first scheduled
phase-in date of April 10, 2017), it appears that an avenue for
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RAM® Score

Jan 2017

Dec 2016

Nov 2016

S&P 500 ®

52.54

38.81

31.49

NASDAQ®

54.32

38.95

34.54

DJIA®

67.35

48.77

34.04

Russell

2000 ®

93.11

66.07

42.11

Russell

3000 ®

56.53

41.79

32.26

S&P 100 ®

51.77

37.74

32.22

Russell 1000 ®

53.46

39.76

30.87

NASDAQ-100 ®

47.17

35.04

36.18

RAM Score is our patented trending indicator that is utilized within the
Fundamental Focus and Technical Focus Series’ to aid in the investment
decision process.

Mapper Scores™
S&P 500

80

72

55

NASDAQ

135

125

88

7

8

4

Russell 2000

149

128

83

Russell 3000

299

252

191

S&P 100

29

22

11

Russell 1000

150

124

108

NASDAQ-100

17

17

15

DJIA

Mapper Score represents the number of stocks within a given index that have
met the criteria for ownership consideration within the Technical Focus Series.

Congress to take action against the Rule may already exist. The
odds-on favorite for Congress taking action against the Rule may
already be contained within the Financial CHOICE Act.
Following is a concise and well-written excerpt describing
this approach.
“The most straightforward path to eliminating the rule would be a
bill approved by Congress and signed into law by the President,
and a blueprint for such a bill is already on the books. On
September 13, 2016, the Financial Services Committee (FSC) of
the House of Representatives passed the Financial CHOICE Act
(the “FCA”). Introduced by FSC Chair Hensarling, and spanning
over 500 pages, the FCA’s purpose is to reform the financial
regulatory system by, in part, repealing or amending a large
www.portformulas.com
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portion of the Dodd-Frank Act. The FCA includes a provision
that would eliminate the fiduciary rule and prevent the DOL from
promulgating a new rule until the date that is 60 days after the
SEC issues a final rule relating to standards of conduct for brokers
and dealers pursuant to Section 15 of the Securities Exchange
Act of 1934.”1
Should this occur, the power is then obviously placed back to the
SEC under the logic that it is the SEC who already oversees the
fiduciary structure created under the Investment Advisers Act of
1940. Therefore, to move forward, taking action upon a new and/
or expanded fiduciary rule, the SEC must meet certain protocol.
“Under the bill, the SEC would have the authority to address
any deficiencies in investor protection for small and retirement
investors, but only after a cost-benefit analysis. First, it would have
to determine whether retail investors are being hurt by current
standards of care by broker/dealers. Second, any proposed
remedies would have to be shown to reduce investor confusion
and harm. Third, the Commission would have to determine
whether a single fiduciary duty would hurt the commissions of
broker/dealers and/or reduce the availability of certain investment
products for investors. And finally, it would have to determine
whether a single fiduciary duty would reduce the availability of
personalized investment advice for retail investors.
The Financial Choice Act focuses on a host of other Dodd-Frank
provisions affecting the investment management business. Among
other things, it would do the following:
 Change the definition of accredited investor to include
individuals who have knowledge of, experience in, and
understanding of financial markets and financial products.
 Enhance the SEC’s enforcement capabilities, including
increasing its civil penalty authority and criminal sanctions
under federal securities laws for the most serious offenses.
 Increase penalties for recidivist (repeat) offenders of
securities laws by permitting damages that are triple
current monetary penalties.
 Give defendants in SEC enforcement cases the right to
remove their cases to federal courts and to appear before
the Commission prior to a formal enforcement action.
 Amend securities laws to permit the founding of a venture
exchange for small-cap and JOBS Act companies.” 2
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As you can imagine, this draws out heated opinions from both
sides of the isle.
At first glance, the DOL Fiduciary Rule seems perfectly logical.
Upon walking into a doctor’s office, most would automatically
assume that the medical professionals are operating in the
customer’s best interest. And I would contend that most who
walk into a financial advisor’s office assume the same is
occurring. However, depending on the licensure of the advisor,
this may, or may not, be the case. So, in many ways, significant
swaths of the financial industry wholeheartedly agree with the
need for change.
However, as one digs into the rule, they begin to realize that as its
complexity becomes magnified across a massive industry with
hundreds of thousands of advisors and millions upon millions of
investors, the cost to implement such an undertaking becomes a
significant challenge. Two of the stated goals of the rule were
to help the smaller investor and reduce costs associated with
investments. However, as the industry and financial institutions
prepare for implementation, they face increased liabilities and
business expenses to operate under the newer standard.
Therefore, many individuals who have analyzed the rule are
questioning whether this rule may actually result in the exact
opposite of what it was intended to do. While there would be
increased oversight of financial professionals being held to a
higher ethical standard, the cost of implementation, hiring staff
and creating elaborate processes to provide the oversight that
is required might prove overly hefty — literally to the point of
negating the proposed benefits to the retirement investor.
It is a quandary.
In the end, I speculate that the Trump administration will feel
compelled to place their mark upon any new fiduciary rule. I also
venture to assume that President Trump will not be convinced to
entirely abandon such a rule as he has staked his political claim
as being pro-consumer, pro-investor, and pro-taxpayer, yet also
as being pro-business, meaning anti-regulation. Given both the
regulatory complexities and consumer protection aspects swirling
within this debate, I can imagine we will be in for a fair amount of
political jockeying on this subject in 2017.
For now, rest assured, that USA Financial Portformulas, along
with the advisor who recommended our investment strategies to
you, operate as a registered investment advisor and/or investment
advisor representative — meaning, we both already adhere to a
fiduciary best interest standard based upon the required licensure
for such money management services.
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Thanks for the confidence you’ve placed in us. May you enjoy a
grand year investing in 2017!

Mike Walters, CEO

P.S. At USA Financial, we’re always looking for the best ways
to communicate with our investor clients, friends, and the financial
advisors with whom we work closely. We recognize that everyone
has his or her preferred method of consuming information. Moving
forward, we’ll continue to provide you with the trending data and
analytics utilized by our strategies. This will now be referred to
as our “Trend Tracker,” and will include monthly analytics (for the
analytical type). Each quarter, I’ll provide new commentary and
video discussion around that report. Look for the Trend Tracker in
February and the next Trending Report in April.

1. John Cannon, “What’s Next for the DOL’s ‘Fiduciary Rule,’” Shearmann & Sterling LLP,
November 30, 2016, http://www.shearman.com/en/newsinsights/publications/2016/11/
what-is-next-for-the-dol-fiduciary-rule
2. Jim Allen, CFA, “Changes in Financial Regulation in the Time of Trump: Financial
CHOICE Act,” Market Integrity Insights, CFA Institute, November 18, 2016, https://blogs.
cfainstitute.org/marketintegrity/2016/11/18/changes-in-financial-regulation-in-the-time-oftrump-financial-choice-act/
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RAM® SCORE APPLIED TO S&P 500
This data is used with
certain strategies within the
Fundamental Focus and
Technical Focus Series.

About the S&P 500 index: This index is based on the common stock prices of 500 top publicly-traded American companies, as determined by Standard & Poor’s. In general, in
includes both growth stocks and the generally less volatile value stocks.
About RAM Score: RAM Score is a patented “trending” tool that takes into account several dynamic U.S. market and economic indicators. It features a core baseline that allows
for correlation between these indicators so that they may be combined together for an overall RAM Score. As a trending tool, we believe that a positive RAM Score signals a more
favorable environment for individual equity investing, while a negative RAM Score suggests a less favorable environment for individual equity investments.
About the Fundamental Focus Series: The Fundamental Focus Series investment strategies use RAM Score plus qualitative and quantitative qualification criteria to select
targeted holdings across multiple indexes. Its primary selection criteria focus is on the fundamental data of each company that fits the initial universe of stocks being considered
for portfolio inclusion.
About the Technical Focus Series: The Technical Focus Series investment strategies provide for the optional addition of RAM Score applied to the specific stock market
index being evaluated. These investment strategies evaluate technical data as it relates to the price movement of the particular stocks within the index being evaluated for
portfolio inclusion.
Investing Note: Portformulas believes there are significant seasonal trends that historically occur in the market. RAM Score was developed to assist our firm in evaluating what we
believe to be the current stock market trends or “changing seasons.”

800.869.5994
USA Financial Portformulas

www.portformulas.com
Page 4

USA Financial Trending Report
January 2017

RAM® SCORE APPLIED TO NASDAQ COMPOSITE INDEX
This data is used within the
Freedom NSDQ Technical
Focus strategy.

About the NASDAQ index: The NASDAQ Composite Index measures all NASDAQ domestic and international based common-type stocks listed on the Nasdaq Stock Market. This
index is generally weighted more towards technology and internet stocks; as a result, the listed companies are generally considered to have strong growth potential but may be prone
to higher volatility.
About RAM Score: RAM Score is a patented “trending” tool that takes into account several dynamic U.S. market and economic indicators. It features a core baseline that allows
for correlation between these indicators so that they may be combined together for an overall RAM Score. As a trending tool, we believe that a positive RAM Score signals a more
favorable environment for individual equity investing, while a negative RAM Score suggests a less favorable environment for individual equity investments.
About the Technical Focus Series: The Technical Focus Series investment strategies provide for the optional addition of RAM Score applied to the specific stock market
index being evaluated. These investment strategies evaluate technical data as it relates to the price movement of the particular stocks within the index being evaluated for
portfolio inclusion.
Investing Note: Portformulas believes there are significant seasonal trends that historically occur in the market. RAM Score was developed to assist our firm in evaluating what we
believe to be the current stock market trends or “changing seasons.”
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RAM® SCORE APPLIED TO DJIA
This data is used within the
Freedom DJ30 Technical
Focus strategy.

About the Dow Jones Industrial Average Index: The Dow Jones Industrial Average, also referred to as The Dow®, is a price-weighted measure of 30 U.S. blue-chip companies.
The Dow covers all industries with the exception of transportation and utilities.
About RAM Score: RAM Score is a patented “trending” tool that takes into account several dynamic U.S. market and economic indicators. It features a core baseline that allows
for correlation between these indicators so that they may be combined together for an overall RAM Score. As a trending tool, we believe that a positive RAM Score signals a more
favorable environment for individual equity investing, while a negative RAM Score suggests a less favorable environment for individual equity investments.
About the Technical Focus Series: The Technical Focus Series investment strategies provide for the optional addition of RAM Score applied to the specific stock market
index being evaluated. These investment strategies evaluate technical data as it relates to the price movement of the particular stocks within the index being evaluated for
portfolio inclusion.
Investing Note: Portformulas believes there are significant seasonal trends that historically occur in the market. RAM Score was developed to assist our firm in evaluating what we
believe to be the current stock market trends or “changing seasons.”
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RAM® SCORE APPLIED TO RUSSELL 2000
This data is used within the
Freedom R2000 Technical
Focus strategy.

About the Russell 2000 Index: The Russell 2000 Index measures the performance of the small-cap segment of the U.S. equity universe. The Russell 2000 is a subset of the
Russell 3000® Index representing approximately 10% of the total market capitalization of that index. In includes approximately 2000 of the smallest securities based on a combination
of their market cap and current index membership. The index is constructed to provide a comprehensive and unbiased small-cap barometer and is completely reconstituted annually
to ensure larger stocks do not distort the performance and characteristics of the true small-cap opportunity set.
About RAM Score: RAM Score is a patented “trending” tool that takes into account several dynamic U.S. market and economic indicators. It features a core baseline that allows
for correlation between these indicators so that they may be combined together for an overall RAM Score. As a trending tool, we believe that a positive RAM Score signals a more
favorable environment for individual equity investing, while a negative RAM Score suggests a less favorable environment for individual equity investments.
About the Technical Focus Series: The Technical Focus Series investment strategies provide for the optional addition of RAM Score applied to the specific stock market
index being evaluated. These investment strategies evaluate technical data as it relates to the price movement of the particular stocks within the index being evaluated for
portfolio inclusion.
Investing Note: Portformulas believes there are significant seasonal trends that historically occur in the market. RAM Score was developed to assist our firm in evaluating what we
believe to be the current stock market trends or “changing seasons.”
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RAM® SCORE APPLIED TO RUSSELL 3000
This data is used within the
Freedom R3000 Technical
Focus strategy.

About the Russell 3000 Index: The Russell 3000 Index measures the performance of 3,000 publicly-traded U.S. companies based on total market capitalization, which represents
approximately 98 percent of the “investable” U.S. market.
About RAM Score: RAM Score is a patented “trending” tool that takes into account several dynamic U.S. market and economic indicators. It features a core baseline that allows
for correlation between these indicators so that they may be combined together for an overall RAM Score. As a trending tool, we believe that a positive RAM Score signals a more
favorable environment for individual equity investing, while a negative RAM Score suggests a less favorable environment for individual equity investments.
About the Technical Focus Series: The Technical Focus Series investment strategies provide for the optional addition of RAM Score applied to the specific stock market
index being evaluated. These investment strategies evaluate technical data as it relates to the price movement of the particular stocks within the index being evaluated for
portfolio inclusion.
Investing Note: Portformulas believes there are significant seasonal trends that historically occur in the market. RAM Score was developed to assist our firm in evaluating what we
believe to be the current stock market trends or “changing seasons.”
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RAM® SCORE APPLIED TO S&P 100
This data is used within the
Freedom SP100 Technical
Focus strategy.

About the Standard & Poor’s 100 Index: The S&P 100 Index is a subset of the S&P 500 index. It is comprised of 100 leading U.S. stocks with exchange-listed options. The
constituents listed in the S&P 100 Index are generally considered to be the largest companies by market capitalization of the S&P 500 and span across multiple industries.
About RAM Score: RAM Score is a patented “trending” tool that takes into account several dynamic U.S. market and economic indicators. It features a core baseline that allows
for correlation between these indicators so that they may be combined together for an overall RAM Score. As a trending tool, we believe that a positive RAM Score signals a more
favorable environment for individual equity investing, while a negative RAM Score suggests a less favorable environment for individual equity investments.
About the Technical Focus Series: The Technical Focus Series investment strategies provide for the optional addition of RAM Score applied to the specific stock market
index being evaluated. These investment strategies evaluate technical data as it relates to the price movement of the particular stocks within the index being evaluated for
portfolio inclusion.
Investing Note: Portformulas believes there are significant seasonal trends that historically occur in the market. RAM Score was developed to assist our firm in evaluating what we
believe to be the current stock market trends or “changing seasons.”
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RAM® SCORE APPLIED TO RUSSELL 1000
This data is used within the
Freedom R1000 Technical
Focus strategy.

About the Russell 1000 Index: The Russell 1000 Index is a subset of the Russell 3000 Index and is comprised of the largest securities based upon a combination of market
capilization and current index membership. The index is considered to represent approximately 90% of the United States market capilization. The smallest company included in the
Russell 1000 Index has a market capitalization over $1.75 Billion.
About RAM Score: RAM Score is a patented “trending” tool that takes into account several dynamic U.S. market and economic indicators. It features a core baseline that allows
for correlation between these indicators so that they may be combined together for an overall RAM Score. As a trending tool, we believe that a positive RAM Score signals a more
favorable environment for individual equity investing, while a negative RAM Score suggests a less favorable environment for individual equity investments.
About the Technical Focus Series: The Technical Focus Series investment strategies provide for the optional addition of RAM Score applied to the specific stock market
index being evaluated. These investment strategies evaluate technical data as it relates to the price movement of the particular stocks within the index being evaluated for
portfolio inclusion.
Investing Note: Portformulas believes there are significant seasonal trends that historically occur in the market. RAM Score was developed to assist our firm in evaluating what we
believe to be the current stock market trends or “changing seasons.”
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RAM® SCORE APPLIED TO NASDAQ-100
This data is used within the
Freedom N100 Technical
Focus strategy.

About the Nasdaq-100 Index: The Nasdaq-100 Index is comprised of the 100 largest non-financial companies that are listed on the NASDAQ. It is a modified capitalization-weighted
index with weighting determined in accordance with market capitalization. The index consists of a broad range of sectors including industrial, technology, retail, telecommunication,
biotechnology, health care, transportation, media and service companies. The index has a regularly scheduled re-ranking of its constituents annually in December.
About RAM Score: RAM Score is a patented “trending” tool that takes into account several dynamic U.S. market and economic indicators. It features a core baseline that allows
for correlation between these indicators so that they may be combined together for an overall RAM Score. As a trending tool, we believe that a positive RAM Score signals a more
favorable environment for individual equity investing, while a negative RAM Score suggests a less favorable environment for individual equity investments.
About the Technical Focus Series: The Technical Focus Series investment strategies provide for the optional addition of RAM Score applied to the specific stock market
index being evaluated. These investment strategies evaluate technical data as it relates to the price movement of the particular stocks within the index being evaluated for
portfolio inclusion.
Investing Note: Portformulas believes there are significant seasonal trends that historically occur in the market. RAM Score was developed to assist our firm in evaluating what we
believe to be the current stock market trends or “changing seasons.”
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MAPPER® SCORE OVERVIEW
This data is used within
the Technical Focus Series
investment strategies.

About the Mapper Score: Mapper Score is a proprietary “trending” tool that takes into account several dynamic components of the underlying stocks represented within an index.
The technical criteria used seeks to identify specific stocks within an index that are demonstrating strength in a number of technical areas. The Mapper Score is a representation of
how many stocks within a given index are meeting minimum requirements to be considered for portfolio inclusion. As a trending tool, we believe that the higher the percentage of
qualifying stocks, the greater the strength of the overall index at that point in time.
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Please note that there are a number of important disclosures that must be considered before investing in Portformulas. Please read the information
and disclosures contained in Portformulas’ hypothetical carefully before investing. Any performance figures referenced herein are hypothetical and
are not indicative of future results. Purchases and sales of securities within Portformulas’ various strategies may be made without regard to how long
you have been invested, which could result in tax implications.
RAM Score and Mapper Score General Disclosures
These illustrations do not represent any particular Portformula® strategy nor is it intended to recommend any Portformula strategy or the RAM ®
Score feature. The information on this page simply attempts to illustrate how our firm’s RAM Score Allocation Management feature operates.
This feature can be applied to many Portformula models at no additional cost.
RAM Score utilizing the S&P 500 was not developed until January 2010. Prior to January 2010, clients were utilizing RAM Score’s predecessor,
RAM. Clients utilizing RAM may have had different results than those reflected above. RAM Score movement prior to 2010 is hypothetical and
based on retroactive application of RAM Score’s indicators to market and economic conditions existing at the time. RAM Score utilizing various
other indices as a benchmark were not developed until 2016. Illustrations utilizing the application of these formulas is hypothetical based upon how
we believe this feature would have responded to previous market conditions. Portformulas was not managing assets prior to 2007.
It is important to understand that RAM Score is only a tool designed to assist our firm’s management of your account. RAM Score does not
guarantee any specific results or performance and even with RAM Score on your account, it is possible that your account will lose value. RAM
Score moves assets into or out of the market based on various economic and market indicators. It is possible that the market will move positively
while you are not invested or negatively while you are invested, resulting in losses. Any Portformula strategy may under-perform or produce
negative results.
RAM Score is a management tool that utilizes Portformulas’ patented scoring system. Services discussed herein may be covered by United
States Patent No. 8,630,940. Additional patents pending.
These illustrations utilize various well-known indices in an effort to provide a recognizable frame of reference, and correspond with the various pools
of assets that Portformulas strategies analyze. Indices such as those illustrated are not publicly available investment vehicles and cannot be purchased.
Portformula Investment Strategy - Exclusively from Portformulas IMPORTANT NOTICE: Past performance is no guarantee of future results
and your actual results may vary. Investing carries an inherent element of risk. Potential for substantial loss in principal and income exists. You
should only invest in Portformulas upon receiving and reading the Portformulas ADV. Portformulas is an SEC registered investment advisor. SEC
File No. 801-68276. SEC Registration does not imply a certain level of skill or training. ©2009 – 2016 USA Financial®.
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Series and Strategy Overview

USA Financial Headquarters
Ada, Michigan

About
USA Financial Portformulas is known as the Formulaic Trending Money Manager.®
The firm was established after its founders assisted in the development of various
unit investment trust formulas. The development of these formulas is what gave
birth to the concept of formulaic trending and led to the firm’s launch in 2006.
USA Financial Portformulas is an SEC-registered investment adviser firm that
offers model portfolios and investment solutions.* Our portfolios are called
“Portformulas.” These models are managed according to a predetermined
formula and are monitored, rebalanced, and reallocated monthly according to
the specific criteria set forth by the formula. Each Portformula strategy identifies
which holdings to own, how long to own them, and when to sell them. With
24/7 online access, investors can always identify the holdings they own inside
of their specific Portformula investment strategy, unlike many traditional money
management portfolios.
Portformulas’ primary objective is to eliminate human emotion from the
investing process. We do this by using a step-by-step, objective, investment
selection process.

‟This is not your father’s stock market any
longer – everything has changed.”
Mike Walters
Chairman & CEO
USA Financial Portformulas
*SEC registration does not imply a specific level of skill or training.

Investment Philosophy
The first decade of the 21st century has taught us that the buy-and-hold
philosophy requires an extensive amount of time to rebuild a portfolio after
significant losses in the market. As an alternative to buy and hold, many investors
and financial advisors have resorted to market timing in an effort to time the
bottoms and the tops of the market. Unfortunately, this strategy has proven to
result in higher risk with greater inconsistency.
Formulaic trending is a different approach that shares some of the positive
characteristics of both philosophies. If you study the history of the stock market,
it is easy to look at charts and identify upward and downward trends that have
taken place. It goes without saying that if you could be invested in the market
during the upward trends and be allocated differently during the downward
trends, you may experience a more stable outcome. The challenge is identifying
what may likely happen in the months and years to come.
The goal of formulaic trending is to verify trends and act upon them. However,
unlike market timing, formulaic trending is not a reaction to the market, nor
is it a daily buy/sell routine in an effort to predict whether the market will go
up or down next. Instead, formulaic trending seeks to identify long-term trends
to help provide a more stable investing experience.

Our Approach
USA Financial Portformulas uses its
formulaic trending approach across
four different investment focus
series. The four series are:

Past performance is no guarantee of future
results and there is no way to eliminate the risk
associated with investing in the market.

Sleeping Bear Dunes National Lakeshore, Michigan

•
•
•
•

Fundamental
Technical
Tactical
Strategic

Each series contains a number
of different portfolio options–
each one uniquely designed
to minimize risk and achieve a
specific investment goal.
Risk management is at the core
of everything we do.

Risk Management
The cycle of emotions an investor encounters as the markets go up and down
can have a drastic impact on the decisions made within their portfolio. As
fear and panic set in, investors may sell at the wrong time. Conversely, as
the markets are on the rise, many investors may gain more confidence about
investing in the market again.

The Cycle of Investor Emotions
Euphoria

Thrill
Excitement

Market Highs
Point of Maximum Risk
Anxiety

Denial
Fear
Desperation

Optimism

Optimism

Panic
Capitulation

Market Lows
Point of Maximum Opportunity

Despondency

Relief
Depression

Hope

Money managers that rely on human intervention are equally vulnerable when it
comes to making irrational portfolio decisions. This is the reason why we employ
formulas to guide us in our decision-making process. We recognize the need for
objective risk management against both market risk and human emotion risk. And
while we can never completely eliminate investing’s inherent element of risk, we
use a formulaic approach and design all of our portfolios to mitigate that risk to the
extent possible.

‟The number

one enemy to
an investor’s
portfolio is their
own emotions.”
Mike Walters
Chairman & CEO
USA Financial Portformulas

Understanding RAM® Score
Portformulas offers an added feature designed to reduce the portfolio risks associated with a downturn in the stock market.
This patented risk-management feature is called Recession and Market Allocation Management, or RAM Score, and was
developed to help investors better manage their emotions by providing them with a data-driven answer to the question:
Should I be doing something different with my investments?
RAM Score is available in the Technical Focus and Fundamental Focus investment strategies. The primary objective is to
identify market trends and respond accordingly by triggering a change in investments once the trend has been verified
quantitatively. RAM Score is calculated at the beginning of every month as part of the formulaic investment process. It
monitors the positive and negative fluctuations of seven different indicators to arrive at a numeric score for each index. A
negative (red) score signals a shift away from individual equities, while a positive (green) score signals “normal” formulaic
investment criteria will be applied.
RAM Score is calculated on the following indexes: S&P 500, Dow Jones Industrial Average, Nasdaq Composite, Nasdaq
100, Russell 1000, Russell 2000, Russell 3000, and the S&P 100.

Index-specific indicators include:

General market/economic indicators include:

• Exponential moving average (EMA)

• Moody’s US Risk of Recession indicator

• The Elder-Ray Index (bull and bear power)

• Chicago Board Options Exchange Volatility Index
(CBOE VIX)

• Triple exponential moving average (TRIX)
• Moving average convergence/divergence (MACD)
• Momentum indicator

INDEX VALUE

RAM SCORE VS. S&P 500 INDEX: JANUARY 2007 – DECEMBER 2009
BEFORE, DURING, AND AFTER THE FINANCIAL CRISIS

S&P 500 Index Value
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This illustration does not represent any particular Portformula strategy nor is it intended to recommend any Portformula strategy or the RAM Score feature. The information simply
attempts to illustrate how our firm’s RAM Score allocation management feature operates. This feature can be applied to many Portformula models at no additional cost.
RAM Score was not developed until January 2010. Prior to January 2010, clients were using RAM Score’s predecessor, RAM. Clients using RAM may have had different results
than those reflected above. RAM Score movement prior to 2010 is hypothetical and based on retroactive application of RAM Score’s indicators to market and economic conditions
existing at the time. Portformulas was not managing assets prior to 2007.
It is important to understand that RAM Score is only a tool designed to assist our firm’s management of your account. RAM Score does not guarantee any specific results or
performance and even with RAM Score on your account, it is possible that your account will lose value. RAM Score moves assets into or out of the market based on various
economic and market indicators. It is possible that the market will move positively while you are not invested or negatively while you are invested, resulting in losses. Any
Portformula strategy may underperform or produce negative results. Past performance is no guarantee of future results.
Services discussed herein may be covered by United States Patent No. 8,630,940. Additional patents pending.

Investment Series Overview
The Technical Focus Series seeks
to identify qualifying stocks within
a given index by analyzing the
technical data on each individual
stock. In the event there are not
enough stocks meeting the defined
criteria, the strategy will employ a
tactical asset class strategy to assist
in the risk-management process.

The Fundamental Focus Series
seeks to identify qualifying stocks
based on each issuing company’s
most recent fundamental analysis
available. Each strategy within the
series uses the RAM Score riskmanagement tool.

Fundamental
Focus Series

Technical
Focus Series

Formulaic
Trending

Strategic
Focus Series

Strategic Focus Series seeks
to identify opportunity within
a specific segment of the
marketplace. Each strategy seeks
to allocate in accordance with a
specifically defined universe of
investment options.

Tactical
Focus Series

The Tactical Focus Series seeks
to identify trends within specific
market segments by assessing
quantitative data and allocating
assets to those segments
demonstrating strength.

Strategy Overview

Fundamental Focus Series
Brigade Multi-Cap
GV Blend
Style Box

Value

Blend

Battalion Multi-Cap
Growth Focus

Growth

Value

Blend

Platoon Multi-Cap
Value Focus

Growth

Value

Blend

Growth

Large

Large

Large

Mid

Mid

Mid

Mid

Small

Small

Small

Small

Formulaic Criteria

• Operating income, return on
equity, and long-term debt equity
must be strong

• Earnings-per-share positive/
growing, as well as positive free
cash flow

• Operating margin and net
profit margin must demonstrate
strength in comparison to its
industry

• Company’s sales and diluted
earnings-per-share are positive
and growing

• Change in share price and
price to free cash flow must be
favorable
• Company’s sales and diluted
earnings per share must be positive
and growing
• Price/Earnings ratio is
demonstrating strength

• Favorable price-to-sales ratio and
strong relative strength for the
company

Securities
Risk Mgmt./
Reallocation
Approach

• Positive upward revisions in
earnings-per-share
• Long-term debt-to-equity ratios,
operating margin, and net profit
margin must all be strong in
comparison to the company’s
industry
• Change in share price and price-tofree-cash-flow must be favorable

• Price/Earnings ratio and operating
margins are demonstrating
strength

• Price/Earnings ratio must be
favorable and the total liabilities to
total assets must be favorable

• Stock selection for this strategy
goes through qualification criteria
and 35 steps

• Earnings estimates from analysts
must be increasing with zero
downward estimates

• Stock selection for this strategy
goes through qualification criteria
and 34 steps

# of
Reallocation Max
Stocks
Trigger
Owned

Value

Large

Considers the overall total stock market universe that includes the NYSE, AMEX and NASDAQ exchanges
(excluding OTC stocks), then applies fundamental analysis including, but not limited to:

Rebalance/
Reallocation
Review Freq.

Z500

• Current dividend yield and earnings
per share must be positive

Blend

Growth

This stock strategy considers only
stocks included in the S&P 500
Index, then applies fundamental
analysis including, but not limited to:
• Must have a Zack’s Investment
Research ranking of 1
• Generally, the company’s price/
earnings ratio and total liabilities to
assets must be favorable
• Market capitalization must be
significant in comparison to the
market
• Earnings estimates from analysts
must be increasing with zero
downward revisions
• Stock selection for this strategy
goes through qualification criteria
and 6 steps

• Stock selection for this strategy
goes through qualification criteria
and 37 steps

Primary: Individual Domestic Equities
Secondary: Exchange Traded Funds and/or Money Market
RAM Score applied to the S&P 500 is the risk-management reallocation tool used within the Fundamental Series. Investors
have the choice between two different options within each strategy: RAM Score Park or Ram Score Fusion. This score is
calculated and used within the investment decision-making process at the beginning of each month. When RAM Score
applied to the S&P 500 is negative, this triggers investor accounts away from the normal individual equity formulaic
selections as outlined above.
RAM Score Park: Reallocates to a money market account when RAM Score is negative.
RAM Score Fusion: Reallocates to the Tactical Asset Class Trending Strategy when RAM Score is negative.
Each strategy has a maximum of 50 stocks that will be owned, provided that they meet the formulaic criteria.
A negative RAM Score applied to the S&P 500 will always result in a reallocation away from individual equities. Even with a
positive RAM Score, if less than 20 stocks qualify, this will result in a pro-rata reallocation to a money market position with no
more than 5% allocated to one individual holding.

Each strategy reapplies the formulaic criteria and is rebalanced on a monthly basis.

Strategy Overview

Technical Focus Series
Freedom DJ30

Style Box

Value

Blend

Freedom NSDQ

Growth

Value

Blend

Freedom N100

Growth

Value

Blend

Freedom R1000

Growth

Value

Blend

Freedom R2000

Growth

Value

Large

Large

Large

Large

Large

Mid

Mid

Mid

Mid

Mid

Small

Small

Small

Small

Small

Blend

Growth

Technical data analyzed includes, but is not limited to, criteria below and looks only at the stocks that make up the:
Dow Jones
Industrial Index

Nasdaq
Composite Index

Nasdaq-100
Index

Russell 1000
Index

Russell 2000
Index

• 13-period monthly Elder-Ray Index indicator

Rebalance/
Reallocation
Review Freq.

Reallocation
Trigger

Max #
of Stocks
Owned

Risk Mgmt./
Reallocation
Approach

Securities

Formulaic Criteria

• 6-period monthly Momentum indicator
• 12-period monthly TRIX and MACD indicators
• True Strength and Efficiency Ratio indicators
• Awesome Oscillator and Vortex indicator
• Minimum capitalization and average daily dollar volume requirements
• Long-term debt to total capital must be less than 1
• Recent earnings per share and analyst ratings must be favorable
• Stock selection for these strategies goes through qualification criteria and 23 steps

Primary: Individual Domestic Equities
Secondary: Exchange Traded Funds and/or Money Market
Investors will have the choice to use RAM Score applied to the specific strategy’s index. If that particular RAM Score is negative,
a reallocation will occur into a money market position. If RAM Score Park is not chosen, or if the applicable RAM Score is positive,
a pro-rata reallocation into ETFs as determined by the Tactical Asset Class Trending Strategy will occur if there are not enough
individual equities that qualify to be owned.

15 stocks

50 stocks

A change from positive to negative (or vice versa) in RAM Score applied to the specific index may trigger a reallocation.
Additionally, a pro-rata reallocation to the Tactical Asset Class Trending Strategy will occur if less than the following number of
stocks qualifies for inclusion:
5 stocks

20 stocks

10 stocks

Each strategy reapplies the formulaic criteria and is rebalanced on a monthly basis.

20 stocks

20 stocks

Value

Blend

Freedom SP100

Growth

Value

Blend

Freedom SP500

Growth

Value

Blend

Freedom
SP500 Social

Growth

Value

Large

Large

Large

Large

Mid

Mid

Mid

Mid

Small

Small

Small

Small

Blend

Growth

Style Box

Freedom R3000

Technical data analyzed includes, but is not limited to, criteria below and looks only at the stocks that make up the:
Russell 3000 Index

S&P 100 Index

S&P 500 Index

S&P 500 Index

• 13-period monthly Elder-Ray Index indicator
• 6-period monthly Momentum indicator
• True Strength and Efficiency Ratio indicators
• Awesome Oscillator and Vortex indicator
• Minimum capitalization and average daily dollar volume requirements
• Long-term debt to total capital must be less than 1
• Recent earnings per share and analyst ratings must be favorable
• Company must not be in the
alcoholic beverage, casinos and
gaming, or tobacco industries
• Stock selection for these strategies goes through qualification
criteria and 23 steps

Formulaic Criteria

• 12-period monthly TRIX and MACD indicators

• Companies are also screened to
eliminate abortion activities

Primary: Individual Domestic Equities
Secondary: Exchange Traded Funds and/or Money Market

50 stocks
A change from positive to negative (or vice versa) in RAM Score applied to the
specific index may trigger a reallocation. Additionally, a pro-rata reallocation to the
Tactical Asset Class Trending Strategy will occur if less than the following number
of stocks qualifies for inclusion:
20 stocks
10 stocks
20 stocks

Each strategy reapplies the formulaic criteria and is rebalanced on a monthly basis.

If RAM Score applied to the S&P 500 is
positive, but less than 20 stocks qualify
to be held, there will be a pro-rata
reallocation to a money market position.
Investors will never have more than 5%
of their investment allocated in one
individual equity holding.

Reallocation
Trigger

Max #
of Stocks
Owned

Reallocates to a money market
position when RAM Score
applied to the S&P 500 is
negative.

Rebalance/
Reallocation
Review Freq.

Investors will have the choice to use RAM Score applied to the specific strategy’s
index. If that particular RAM Score is negative, a reallocation will occur into a money
market position. If RAM Score Park is not chosen, or if the applicable RAM Score is
positive, a pro-rata reallocation into ETFs as determined by the Tactical Asset Class
Trending Strategy will occur if there are not enough individual equities that qualify to
be owned.

Risk Mgmt./
Reallocation
Approach

Securities

• Stock selection for this strategy
goes through qualification criteria
and 27 steps

Strategy Overview

Strategic Focus Series

Description

Bond Fund Flex
Scores and ranks four professionally
managed, preselected bond funds and
allocates the investment based upon overall
fund score. Allocates 40% to the top-rated
fund, 30% to second-highest ranking fund,
20% to the third-highest ranking fund, and
10% to the fourth-highest ranking fund.
Potential exposure includes a diverse mix of
fixed income securities.

• Comparison of three-period EMA vs.
six-period EMA
• Elder-Ray Index analysis

Formulaic Criteria

• Momentum & Triple Exponential
Average trend identifiers
• Moving Average ConvergenceDivergence indicator analysis
• To determine allocation percentages, this
strategy goes through a 7-step process
every month

Short Duration
Plus
Scores and ranks a specific universe
of short-term and ultra-short term
governmental securities with the goal of
providing a stable, short-term option to
reduce portfolio volatility.

• Non-leverage, non-inverse ETF offering
from one of the following providers:
iShares by BlackRock, PowerShares by
Invesco, SPDRs by State Street Global
Advisors, and Vanguard
• ETFs must fit into one of the following
categories: U.S. Treasuries, Treasury
Inflation-Protected Securities (TIPS),
Floating Rate Treasuries and U.S.
Agencies
• Trending analysis of a variety of
indicators, including Elder-Ray Index,
Momentum, TRIX, MACD, True Strength
Index, Efficiency Ratio, Awesome
Oscillator, and the Vortex indicator

Mutual Funds

Exchange Traded Funds
(ETFs)

Asset Class

Fixed Income (Bonds)

Short-term
Governmental Securities

Rebalance/
Reallocation

Securities

• Identifies holdings through a 15-step
qualification process

Monthly

Monthly

Strategy Overview

Tactical Focus Series

Risk Mgmt./
Reallocation Approach
Max # of
ETFs owned
Asset Class
Restrictions
Rebalance/
Reallocation Review
Freq.

ETF Select

Technical data analyzed includes, but is not limited to:
• 13-period monthly Elder-Ray Index indicator
• 6-period monthly Momentum indicator
• 12-period monthly TRIX and MACD indicators
• True Strength and Efficiency Ratio indicators
• Awesome Oscillator and Vortex indicator
• Minimum capitalization and average daily dollar volume requirements
• Identifies holdings through a 15-step qualification process

Securities

Formulaic Criteria

ETF Fusion

Exchange Traded Funds (ETFs)

This tactical approach embeds a risk-managed approach into the core of its
selection criteria. It seeks to reduce or eliminate exposure to asset classes
that may not be demonstrating recent trend strength.
Invests in the 20 highest-ranking
ETFs that meet the formulaic criteria.
May invest in less than 20 positions if
less than 20 qualify. Should less than
five ETFs qualify, a pro-rata, money
market position is used.

Invests in the five highest-ranking
ETFs that meet the formulaic criteria.
May invest in less than five positions
if less than five qualify. Should less
than five ETFs qualify, a pro-rata,
money market position is used.

In an effort to avoid overlap, only the highest ranking ETF from each investment
category is selected.

20

5

Inverse and leveraged ETFs are excluded from consideration

Monthly

Portformulas is an SEC-registered investment advisor. SEC File No. 801-68276. SEC registration does not imply a certain level of skill or
training. You should only invest in Portformulas upon receiving and reading the Portformulas ADV.
Investing carries an inherent element of risk and past performance is no guarantee of future results. No investing method or tool can completely
eliminate the risk associated with investing. Portformulas’ RAM Score tool was designed to help mitigate risk, but it does not eliminate it. The
RAM Score tool does not guarantee any specific results or performance, and even with RAM Score, it is possible that your account will lose
value. RAM Score moves assets into or out of the market based on various economic and market indicators. It is possible that the market will
move positively while you are not invested or negatively while you are invested, resulting in losses.
Portformulas may invest in any qualifying holding. This may mean that the Portformulas, periodically or otherwise, may be concentrated in
particular holdings that may increase or create greater risk than other investment alternatives. This may also mean that the Portformulas,
periodically or otherwise, may be concentrated in specific investment sectors or categories that may represent greater risk than that of other
investment sectors or categories.
Portformulas’ trading pattern can result in a high degree of turnover. Purchases and sales of stocks, ETFs, mutual funds, bond funds, and
money market funds may be made without regard to how long you have owned the securities. This frequent movement can result in tax
implications, which should be considered before investing. The ongoing trading and turnover of holdings may create significant short-term
capital gains and/or long-term capital gains, in addition to interest and dividends creating income tax liability.
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