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The best comedy is always rooted in truth …
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Sept 2016
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S&P 500 ®

34.30

39.16

32.24

NASDAQ®

30.25

28.17

13.94

DJIA®

36.29

43.21

38.80

Russell

2000 ®

47.59

44.33

27.52

Russell

3000 ®

35.09

38.69

30.69

S&P 100 ®

34.29

39.46

32.51

Russell 1000 ®

34.13

38.29

30.97

NASDAQ-100 ®

28.81

27.67

13.64

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™

Like countless Americans, I find myself frustrated with our
presidential voting choices (or lack thereof). How is it that a
country of almost 325 million in population has arrived upon two
primary presidential candidates that are so polarizing that the
majority of voters have indicated they will not actually be voting
for their candidate of choice, but instead will be specifically
voting against the other candidate?
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How Partisans View the Likely General Election Matchup

S&P 500

72

81

73

NASDAQ

89

80

77

DJIA

6

3

4

Russell 2000

96

92

91

Russell 3000

227

227

213

S&P 100

15

15

15

Russell 1000

131

135

122

NASDAQ-100

15

9

10

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

This unusually high presidential angst is fueling a rising level of
concern over people’s financial future. What will happen to:
●
●
●
●
●
●
●

jobs?
wages?
taxes?
interest rates?
the stock market?
the economy?
national debt?

Obviously, a new president can and will impact things financially.
But keep in mind that doesn’t necessarily mean stock markets
will respond as turbulently as the candidates themselves.
Our governmental system, consisting of separation of powers
(executive, legislative and judicial), is specifically designed for
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such volatile elections. The idea is that no president, legislator
or judge may force their policies upon the country unfettered or
uncontested. So in many ways, one can argue that historically
the stock market is often indifferent, maintaining a status quo
response to presidential election results. The charts show the
historical correlation between presidential tenure and stock
2
market performance.

Democrats
FDR (1932-1936)

DJIA* Annualized
Return

30.1%

Republicans

DJIA* Annualized
Return

Coolidge (1924-1928)

24.8%

Reagan (1984-1988)

15.5%

Eisenhower (1952-1956)

15.5%

GHW Bush (1988-1992)

10.7%

T. Roosevelt (1904-1908)

7.0%

Reagan (1980-1984)

6.9%

Harding/Coolidge (1920-1924)

5.2%

Clinton (1992-1996)

16.9%

Clinton (1996-2000)

16.1%

Eisenhower (1956-1960)

4.9%

Wilson (1912-1916)

12.0%

McKinley/T. Roosevelt (19001904)

3.8%

JFK/LBJ (1960-1964)

10.7%

Taft (1908-1912)

2.4%

Truman (1948-1952)

9.4%

Nixon/Ford (1972-1976)

0.2%

Obama (2008-2012)

8.8%

Nixon (1968-1972)

0.1%

GW Bush (2004-2008)

-1.8%

GW Bush (2000-2004)

-2.2%

Hoover (1928-1932)

-29.6%

FDR/Truman (1944-1948)

6.5%

LBJ (1964-1968)

2.2%

FDR (1940-1944)

2.1%

Carter (1976-1980)

-1.1%

Wilson (1916-1920)

-5.0%

FDR (1936-1940)

-6.6%

As you can see in the past, there seems to have been little
correlation between whether a Democrat or Republican becomes
president. While past market performance does not imply or
determine future results, it stands to reason that the impact may
be less dramatic than many might be anticipating.
However, beyond stock market performance, many other issues
may result in a direct impact upon your finances, assuming
a president gets their way. On the next page is an unbiased
comparison of the tax plans released by Hillary Clinton and
Donald Trump.
* Dow Jones Industrial Average. Past performance does not guarantee future results.
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Donald Trump's Tax Plan

3

Hillary Clinton's Tax Plan

3

Tax Philosophy

Cut taxes for everyone

Increase taxes, especially on high-income earners.

Tax Brackets Ordinary Income

Three - 12%, 25%, 33%.

Eight - 10%, 15%, 25%, 28%, 33%, 35%, 39.6%, 43.6%

Earlier proposal: 10%, 20%, 25%

Complex. Long-term gains will be redefined to assets
held > 6 years. Tax rates of 0%, 15%, 20% and 24% on
long-term. Additional surcharges on some. Higher rates
for all if assets held for fewer than 6 years.

Repeal

Retain

Repeal

Retain and expand. Increase tax rate from 40% to 45%;
and add new tax brackets for 50%, 55% and 65% for
estates worth more than $10 million, $50 million and
$500 million respectively.

Gift Tax

Repeal

Retain

Impact on GDP

Positive 11% (as estimated by the Tax Foundation)

Negative 1% (as estimated by the Tax Foundation)

Impact on Job Creation

Positive. 5.3 million new jobs
(as estimated by the Tax Foundation)

Negative. 311,000 fewer jobs
(as estimated by the Tax Foundation)

Impact on Government
Debt

Negative. $10 trillion higher government debt
(as estimated by the Tax Foundation)

Positive. $191 billion lower national debt (as estimated
by the Tax Foundation)

Impact on Wages

Positive. +6.5% wage growth
(as estimated by the Tax Foundation)

Negative. -0.8% wage growth
(as estimated by the Tax Foundation)

Biggest Beneficiaries

High-income earners

Low-income earners

Tax Brackets Investment Income
Net Investment
Income Tax
Estate Tax

This is a handy chart, but I would add more commentary to the
impact area highlighted in gray.
Consider that if either president was to achieve full implementation
of the above tax plans, it may immediately trigger the need
to meet with your financial and tax professionals! Specifically,
take note of the “ordinary income” (income tax) and “investment
income” (capital gains) tax brackets.
We currently have seven federal income tax brackets, so Trump
is proposing simplifying the system while Clinton is pursuing a
more complex process. In terms of capital gains, the same could
be said, but take special note that the Clinton concept would
be significantly more complex and would radically change the
planning process in order for assets to qualify under long-term
capital gains – needing to be held beyond a six-year period.
Furthermore, estate tax planning would also need to be revisited
should Clinton get her way.
Regardless of who is elected, economists currently believe there
is a 20% chance of a recession within the next year and a 60%
chance that the next economic downturn will occur within the
following four years. These same economists consider this election
“as more uncertain than typical,” by an 85% to 15% margin, as it
4
relates to the economic policies of the next president.
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So I would contend that the general consensus, regardless of
who is elected, is that we should prepare for a higher likelihood of
disruption to the stock markets under our new president. However,
that disruption may be less volatile than the average investor may
currently believe.
Nonetheless, I would wholeheartedly encourage you to stay ahead
of the game. Please plan to revisit your financial/retirement plan
with your financial advisor upon ratification of any tax changes
or other significant change. This election may represent a crucial
adjustment within your financial/retirement plan, especially if
the income tax or capital gains tax changes occur as currently
proposed by Clinton. Although the stock market may not see a
radical change under our new president, it is possible that your tax
planning may, in fact, end up needing an overhaul. Stay tuned.
So, as it seems most of the country is voting against a candidate,
rather than for a candidate, I encourage you to be equally aware
of what you are voting against (or for) from a financial and tax
perspective as well. As frustrating as this election may feel, I still
strongly encourage you to get out and vote for, or against, your
candidate of choice – their policies, the nature of their future
judicial nominations, their character (or lack thereof), and their
ultimate impact on the next four years and beyond. Then (as
always) stay in close communication with your financial advisor
www.portformulas.com
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post-election, just in case you need to make adjustments to your
financial or retirement plan.
Thank you for your continued confidence in the unemotional,
formulaic trending, approach to investing that is Portformulas!

Mike Walters, CEO

1 Philip Bump, “The 2016 Election Is About Voting Against Something You Hate, Not Voting for Something You Like,” The Washington Post, May 16, 2016, www.washingtonpost.com/news/
the-fix/wp/2016/05/16/this-november-hatred-of-the-other-party-may-be-more-important-than-enthusiasm-for-ones-own/
2 “U.S. Presidential Stock Markets,” The New York Times, October, 26, 2012, www.nytimes.com/interactive/2012/10/26/business/Presidential-Stock-Markets.html?_r=0
3 “Clinton vs. Trump – Tax Plans Compared,” Diffen.com, Diffen LLC, n.d., Web. 16 Oct. 2016. www.diffen.com/difference/Trump-vs-Clinton-Tax-Plan

4 Josh Zumbrun, “Economists Believe a Recession Is Likely Within Next Four Years,” Wall Street Journal, October 13, 2016, www.wsj.com/articles/economists-believe-a-recession-is-likelywithin-next-four-years-1476367202
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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.”
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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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