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Risk Awareness + Risk Management = Risk Alignment
1. Risk Awareness is the conscious knowledge of one’s own
character, feelings, motives and desires relating to financial
and investing risks.
2. Risk Management is the forecasting and evaluation of
financial or investing risks together with the identification of
procedures to avoid or minimize their impact.
3. Risk Alignment is achieved when one’s personal risk
awareness is synergistically matched with risk management
techniques so that the resulting portfolio construction is
uniquely matched to the investor
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Trend Tracking

RAM® Score

Sept 2016

August 2016

July 2016

S&P 500 ®

39.16

32.24

-1.94

NASDAQ®

28.17

13.94

-27.92

DJIA®

43.21

38.80

5.05

Russell

2000 ®

44.33

27.52

-17.90

Russell

3000 ®

38.69

30.69

-5.38

S&P 100 ®

39.46

32.51

-0.74

Russell 1000 ®

38.29

30.97

-4.32

NASDAQ-100 ®

27.67

13.64

-26.82

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

81

73

60

NASDAQ

80

77

64

DJIA

3

4

4

Have you ever heard those advertisements for the Sleep
Number® Bed?

Russell 2000

92

91

71

Russell 3000

227

213

171

Full disclaimer: I do not personally have such a bed, although I have
heard positive reviews from people who do own this mattress.

S&P 100

15

15

9

Russell 1000

135

122

100

Once you stop to think about it, it makes perfect sense that
everyone has their own unique sleep number based upon their
desired degree of firmness or softness that provides them the
best night’s sleep.

NASDAQ-100

9

10

7

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 is exactly how I would describe risk awareness to an
investor. Everyone has their own unique comfort with a certain
level of risk. Some investors are more aggressive with the level
of risk they are comfortable with assuming, and others are
much more conservative. The complexity comes in trying to
identify an accurate level of risk that matches one’s personal risk
awareness number.
For decades, risk tolerance questionnaires have been the
accepted norm for identifying what may be considered an
appropriate level of risk for an investor. The questions were
(and many still are) non-dynamic and carried certain inherent
assumptions based upon generally accepted principals.
© 2000-2016 Select Comfort SLEEP NUMBER, SELECT COMFORT, SLEEPIQ and the
Double Arrow Design are registered trademarks of Select Comfort Corporation.
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For example, you may answer a series of questions such as:
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How old are you? How much investment experience do you
have? How long before you plan to withdraw your money? What
would you do if a substantial market downturn occurred again?
While these questions may provide some guidance on how to
structure one’s portfolio, the primary shortcoming is that they do not
address a dynamic environment by infusing real dollar examples
into the process.
Interestingly, once the questions are directly related to dollars
(based upon the size of your portfolio) rather than just percentages,
the answers tend to be much more insightful and accurate. Seeing
the true risk/reward expressed in a manner that becomes a little
more real life allows for a more accurate gut check to take place as
it relates to risk.
This way of measuring risk awareness is gaining in popularity
within the financial planning industry as it focuses on what is
most important about risk: YOU (and how you might react to the
positive and negative effects of risk). The algorithm continues
asking “what-if” trade-off questions similar to below:

Instead of a possible -6% loss to receive a possible +6%
gain, would you rather incur…
1. A possible -4% loss to receive a possible +6% gain?
2. Or a possible -6% loss to receive a possible +11% gain?
Notice the subtle differences in changing the risk and return
possibilities? Positioning “would you rather” questions helps to
address what behavioral finance would suggest is the biggest
threat to your investing success: your emotions. What is even
more important about the question above is the reference to
specific dollar amounts (adjusted to reflect each individual’s
personal financial situation).
The algorithm will continue to feed such questions until it zeroes
in on your true risk awareness number. This can prove to be
very useful for today’s investor as it takes a more personalized
approach to portfolio construction, rather than just assuming that
an older investor is more conservative than a younger investor,
or a more experienced investor is more aggressive than an
inexperienced investor. While those situations may be true, they
may also be misleading assumptions to make when crafting the
proper portfolio mix for each unique investor.
The end result is that you will receive your own risk awareness
number (like having your own sleep number).

Once you know your personalized risk number, the logical next step
is to identify the risk score of your current portfolio. If the portfolio’s
risk score is not in alignment with your personal risk number, it
signals an opportunity for you to re-evaluate your situation.

Riskalyze Scores are determined by a third-party algorithm - Portformulas does not control
the algorithm. The algorithm analyzes best case, worst case, and projected returns, as
well as volatility, annual dividend, expense ratio, and correlation data. Although we believe
each Riskalyze Score is well correlated to its underlying Portformula, it is possible that a
Portformula will respond drastically to market and/or economic conditions and be considered
more or less risky than its assigned score. Past performance is no guarantee of future
results. Investing carries an inherent element of risk. Please consider your risk tolerance
carefully before investing.
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example of risk alignment. Psychologically, this may create a
powerful wave of relief for certain investors who previously could
not fully explain their discomfort with their portfolio, but now can
feel the difference as alignment has been achieved.
This is why we at Portformulas feel so strongly about our risk
management tools and have gone to great lengths to patent the
RAM Score formula (review the following pages to see how RAM
Score operates). Furthermore, having a specific process to identify
personal risk and portfolio risk is just one example of the value a
financial advisor can bring to your personal situation.

In this example, the investor’s risk awareness number = 38.
However, the portfolio risk number = 68 (a staggering 30-point
difference).

In my opinion, successful investors are those who have a
good understanding of how they truly feel about risk and have
accurately aligned their portfolio in accordance with this feeling.

Obviously, this is not the ideal scenario, as it signifies that the
portfolio is more susceptible to risk than the investor would like
and/or probably anticipate.
REMINDER: Risk management is the forecasting and
evaluation of financial or investing risks together with
the identification of procedures to avoid or minimize
their impact.
This is now where we infuse risk management into the equation to
bring the portfolio into alignment with the investor. The alternative
to utilizing risk management would be to simply allocate away from
equities to reduce the portfolio risk, but that generally limits the
potential gains for the portfolio proportionally. Therefore, utilizing
strategic risk management procedures may reduce the risk more
rapidly while reducing the potential returns for the portfolio more
slowly (i.e., retaining proportionately more gains with less risk).

Mike Walters, CEO
P.S. The world’s best investor, Warren Buffett, celebrated his
86th birthday recently on August 30. Although I adore many of
Mr. Buffett’s famous quotes and quips, it wasn’t until last month
that I learned my now favorite fact about him: 99% of Warren
Buffett’s wealth was earned after his 50th birthday!*

dadaviz.com

When the investor’s risk awareness number is in congruence
with the risk number of their portfolio, we consider that to be an
800.869.5994
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*Elena Holodny, “17 Mind-Blowing Facts About Warren Buffett and His Wealth,” Business
Insider, August 14, 2014, businessinsider.com/mindblowing-facts-warren-buffett-2014-8
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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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