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RAM® Score is just barely negative by the-skin-of-its-teeth… What does that mean for investors?
Important “perspective” may improve your ability to invest wisely, but how?
How important are Resistance & Support Lines to understanding the stock market?

Please excuse me on two important issues…
1. I am writing to you a few days early this month, as my daughter
is competing in her high school State volleyball finals, and I’m
prayerful that I’ll be rooting for her team in both the semi-finals
and finals at the time I would normally be writing and recording
this month’s USA Financial Trending Report (I’m excited to be
attending the quarter-finals later today).
2. I’m going to get somewhat philosophical (yet entertaining) this
month in response to regular comments and compliments
(thank you) that we receive from investors who are startled by
how simple it seems to recognize trends within the stock market
once they are exposed to the perspectives of Portformulas and
the Trending Report.
So on the topic of perspectives, let’s start with the wind (yes, the
wind)… an invisible, yet powerful force as any sailor can attest.
Although technically invisible, we can still “see” the wind as it’s
caught in a billowing sail, sending a sailboat skimming across the
water. This sight creates perspective for our brains, and suddenly
the abstract, invisible force of wind is easy to sense and detect.
Too rudimentary…?
Well, there are even more powerful forces constantly
working that we cannot easily sense or detect due to our lack
of perspective.
People easily recognize that an inflight cup of coffee, served on an
airplane, is moving with you as you fly through the air even though
you don’t necessarily see it moving – but because you have the
perspective of flight, this makes sense to you.
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However, a similar cup of coffee served at Starbucks may
appear to be sitting perfectly still on the table in front of you – but
is it really? Or does your mind simply lack the added perspective
to make cognitive sense of a larger reality?
The fact is, Starbucks, like all things on Earth, is rotating at
approximately 1,000 mph (to create a 24 hour day), while we
rocket in orbit around the Sun at approximately 66,000 mph (to
create a calendar year).
Furthermore, it’s my layman’s understanding that our Sun (and
therefore our solar system) is further rotating around the center
of the Milky Way Galaxy at approximately 483,000 mph (which
upon full rotation, scientists call a galactic year equaling 225
million Earth years). And beyond that, our Galaxy is spinning
like a pinwheel around the Universe, even as the Universe
continues to endlessly expand (mind-boggling, huh?).¹
In reality, your coffee cup is definitely not standing still… Was
that more intellectually engaging…?
The point being, even when we humans may not consciously
recognize everything going on around us, it doesn’t
mean it isn’t happening – we simply lack the perspective
to recognize it. But then, once you have been given that
perspective, you seem to feel almost immediately enlightened,
often wondering how you ever “missed it” in the first place.

1

Spring 2007, Astronomical Society of the Pacific, The Universe in the Classroom, “How
fast are you moving when you are sitting still?”
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Such enlightened perspective becomes knowledge – and that knowledge may become priceless – especially for investors!
So, when I point things out to you about the stock market… And it feels like a revelation in logic… It really just means I’ve shared
(and more importantly, you’ve gained) important new perspective. And with accurate and proper perspective, things just seem to
make more sense.
And candidly, that is one of the biggest compliments we strive to earn at Portformulas – empowering investors with logic.
As we speak at investor events in cities across the country, we often see the “light bulbs” go on in the audience and happily
interpret that as a job well done… Meaning that we’ve helped change perspectives toward investing for the better.
Which leads me to acknowledging RAM® Score, which is currently negative -2.70.
All this talk of perspective, yet some still question, “If RAM® Score has been increasing the last two months and is now negative by
a margin of less than three, should I consider reallocating to a different Portformulas investment strategy² that is currently invested
with individual equities?” The answer is, “NO.” RAM® Score essentially calculates the “odds” of success as they stack up in favor,
or against, individual equities. We cannot guarantee your investment results, but we can guarantee the execution of our calculations
and criteria as we apply each on your behalf monthly. The most important understanding for RAM ® Score is NOT whether it is
represented by single-digits or even by triple-digits, but whether it is currently posting as negative or positive. And this month,
it has remained negative. Maybe next month it will flip to positive, or maybe not? The only hard data is that RAM® Score remained
negative soon followed by the first half of the month experiencing a market decline.
We believe the stock market has trends, and RAM®
Score is our patented tool for identifying these
trends. Earlier, I referenced the orbiting Earth, which
obviously creates our annual seasons. But similar to
RAM® Score, a season does not create a guarantee,
more so a likelihood. Meaning, you can have an
unusual warm streak in the dead of winter, but that
doesn’t necessarily mean the season has changed,
or that it is no longer January. To a certain degree,
the stock market can move in a similar sense. In other
words, the market may increase for a period during
a bear market, or may decrease for a period during
a bull market, but that doesn’t necessarily mean the
bear season or bull season has officially ended.
More importantly for today’s discussion, notice the
RED and GREEN (chart on the right) indicating
RAM Score as being negative or positive, and how it
correlates to the “seasons” of the S&P 500. It creates
a new perspective doesn’t it?
2

RAM® Score is a patented risk management tool that is exclusive to the Portformulas Fundamental Focus Series of investment strategies. Each Portformulas series of products applies
different risk management processes so that you can build a dynamic personal portfolio using diversified risk management systems.
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Speaking of creating perspective, just look at the stark difference between the 20 years prior to Y2K and the 15 years since Y2K (chart
below). This perspective sheds instant light onto my opinion that the “buy and hold era” ended in 1999 and the “risk management
era” began in 2000.

Earlier, I also mentioned “powerful forces” (at constant work)… Well, once again, the stock market, in many ways, is a force at constant
work… Sometimes increasing, sometimes decreasing. But always, there are invisible thresholds and guardrails that can provide both
support and resistance. By adding a few man-made lines to a stock chart, different perspectives can rapidly come into view, becoming
a powerful tool toward investing (chart on next page).
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Let’s interpret beginning from lower left to
upper right within this chart:
The two black lines beginning in the lower left
represent the “original” Trading Channel that
first established itself in 2013. The upper black
line is the Resistance Line while the lower
black line is the Support Line. These two lines
define the Trading Channel and act almost like
guardrails for which the stock market bounces
between until it musters enough force to push
through, either up or down. As you can see, in
mid-August 2015, the S&P 500 declined and
broke through its Support Line.
Once breaking below the Support Line, we then look to see what other form of support may still exist. In this case, we notice the red line,
indicative of the most recent, previous Significant Low. This red line highlights the dramatic low that was experienced in 4th quarter 2014.
Interestingly, this red line seems to have in fact, represented the next level of support. As you can see in late August 2015, the market
stopped short of breaking below the red line.
The blue lines seem as though they may be reestablishing a new Trading Channel, however more data and time is still needed. But
it is captivating how the market broke above the blue Resistance Line, then stopped short of the “old” black Support Line and
rushed back down into its aspiring new blue Trading Channel.
Finally, as time progresses, the green line, representing the most recent, previous Significant High, has converged upon the “old”
black Support Line. In theory, this may make for a bit stronger resistance as we progress through time and the green line falls
below the “old” black Support Line, then the “new” blue Resistance Line, but only time will tell.
So as I said before, powerful forces are constantly at work and in motion. And although they may bend or flex or even become irrelevant
through the endless progression of new data that each and every market day creates, I find it absolutely fascinating that just a few
lines added to a stock chart can create such new and powerful perspective for investors (yes, I know I’m an investment nerd).
As always, I hope this month’s Trending Report has been enlightening. And thank you for your trust in Portformulas and our formulaic
trending approach to investing on your behalf!
Best of Investing,
Mike Walters, CEO

P.S. Although I primarily focused on RAM® Score and related charts today, given this month’s single-digit, negative status of RAM
Score… Please notice the additional visual perspective of our Mapper Scores™ on page 6. (Used within our Technical Focus
Series of investment strategies) and how all ten major indexes we track seem to be “converging” together on the line-chart with fewer
and fewer numbers of stocks qualifying with strength.
800.869.5994
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u RAM® Score is a patented “trending” tool that takes into account several dynamic U.S. market and economic indicators. It features a core baseline which allows for
correlation between these multiple indicators so that they may be combined together for an overall RAM® Score. As a trending tool, we believe that a positive RAM®
Score means odds are stacked in favor of equity investments while a negative RAM® Score means odds are stacked against equity investments.
v Fundamental Focus Series investment strategies use RAM® Score plus qualitative & quantitative qualification criteria to select targeted holdings across multiple
indexes. Investing Note: We believe there are significant seasonal trends that historically occur in the market. The RAM® Score identifies what we view as the trends
or “changing seasons”. And then the Fundamental Focus Series seeks to act upon such trends and only own the stocks that meet our qualification criteria.
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w Mapper Score™ is a proprietary “trending” tool that takes into account several dynamic components of the underlying stocks represented within an index.
It identifies certain strengths of individual stocks contained within an index and tracks how many meet minimum requirements. As a trending tool, we believe
that the higher the percentage of qualifying stocks, the greater the strength of the overall index.
x Technical Focus Series investment strategies use Mapper Score™ plus momentum & technical qualification criteria to select targeted holdings within
a single index. Investing Note: We do not believe that all stocks within an index are automatically worthy of ownership. The Mapper Score™ illustrates
how many stocks we view as “worthy of consideration” within each index. And then the Technical Focus Series seeks to only own the stocks that meet our
qualification criteria.
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y Portformula® investment strategies & scoring mechanisms do not guarantee that the markets will increase when scores are strong or decrease when the
scores are weak. But we believe the long term correlation may be valuable for investing… Combining the trending features of RAM ® Score & Mapper Score™
with our intricate Fundamental & Technical Focus Formulaic Investing™ Strategies results in a uniquely logical approach to investing that is exclusively
available through Portformulas ®.

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
The RAM Score and Mapper Score illustrations do not represent any particular Portformula strategy nor are they intended to recommend any
Portformula strategy or the RAM Score feature. The information contained herein simply attempts to illustrate how our firm’s RAM Score feature
and Mapper Score operate. The RAM Score feature can be applied to many Portformula models at no additional cost. The Mapper Score is
simply an analytical informational tool.
RAM Score 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. 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.
Just because Portformulas maps a stock does not mean that the stock will be held in a model. Client accounts may hold fewer stocks than
those referenced in the Mapper Score illustration. Mapper Score has no impact on performance.
The RAM Score illustration utilizes the S&P 500 index because it is a well‐known index and provides a recognizable frame of reference. The
Mapper Score analysis uses the referenced indices because they are relevant comparisons across certain Portformula models. The indices
referenced herein are not publicly available investment vehicles and cannot be purchased. Furthermore, none of the indices referenced herein
have endorsed Portformulas in any way.
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