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Mission: To Live Everyday Greatness
Vision: To be of Value to our clients 

How: By combining Technology with Empathy &
By speaking the truth plainly and serving 
with love (compassion)

What: Provide Hope and Help

Our Goals at No Ties Finance include:

Problems cannot be solved nor dreams obtained without relentless pursuit.

Living Everyday Greatness is about every day getting the next step closer to the 
realization of a dream or celebrating the successful resolution of a problem.  It 
is successfully navigating life’s troubled waters or one of life’s transition points. 

We wrote this book to show you how we can guide you to Living Everyday 
Greatness with your investments.



Introduction

Are You Living Everyday Greatness?

In the past, planning and investing was created by grouping people into categories: 
Accumulators, Pre-retired, and Retired.  Each group was generalized, and broad-based 
strategies were created for the overall betterment of each of the three groups.  
Planning was based on and supported by rules of thumb and predetermined processes 
to arrive at outcomes appropriate to each phase of life.  The financial piece was 
generally called Asset Allocation.

We call our approach to planning and investing "Living Everyday Greatness,“ and it is a 
very different model from the past. Let us explain.

The landscape of money management was forever changed by two key moments: the 
introduction of smartphones in 2007, virtually giving users the power of a computer 
connected to the Internet at your fingertips 24/7, followed by the Great Recession of 
2008 & 2009. These two events, so close together, changed the way the financial world 
communicates, creates, collaborates and thinks.  Gone is the illusion of a slow-moving 
society where an Asset Allocation model could be used to explain almost all the stock 
market movements.  

Oddly, the commission-based financial world is still trying to answer the new challenges 
with the same old tired theories and products that have existed for decades.   

They are the same theories and products that failed you in 2000, 2001, 2002, 
2008 and 2009.  

Realizing that the public wanted more for the price paid, either an hourly consulting fee 
or paid commission on products sold based on the plan, the financial industry has 
worked hard on the marketing end to rename and repackage the same old stuff. 

A financial plan or an asset allocation plan was rebirthed as your “Life Plan”-full of 
rhetoric but light on substance.  The investment and financial planning software used 
thrives on structured data, incapable of processing an unpredictable outcome. The large 
financial institutions have raised a workforce of order takers trained to engage with 
each client the same way.  



Introduction

How do you think these theories and products will perform in the next 
economic downturn?  Are you going to wait around for déjà vu again?  Or are 
you ready to move forward?

Fast forward to today, in a fee-based relationship with a Registered 
Investment Advisor that chooses to embrace our new technological world. 
You will find a much more desirable experience.  The keys to this relationship 
are the use of continual advancements in technology, helping to illuminate 
personal investing innovations.  Not ours but yours!

But you are more than a fast-paced financial spreadsheet. You and your family 
members are real people with real lives full of necessary, fast-paced decision-
making and planning. 

"Living Everyday Greatness" is about extracting the most out of every day.  
With “most” being defined by your personal values, mission and vision acted 
on by living out tailored solutions to the problems you face. Those are a lot of 

words to say we work with individuals, not averages. 

We are just your guide and that is what "Living Everyday Greatness" is all 
about.  Compassionate collaboration based on shared values.

In the new world of planning and investing, new data can be organized 
properly and processed quickly from multiple sources allowing for analysis, 
interpretation and reason to offer multiple scenarios for consideration.  Those 
scenarios are based on the probability of favorable outcomes that can adjust 
quickly to change.  Any one of these scenarios can be acted upon for a better 
outcome creating a better life experience – Living Your Everyday Greatness!
After all, it’s the small everyday moments that prepare us for any great 
moments that may come our way.  "Living Everyday Greatness" is about using 
every day’s opportunities for actions and interactions that will introduce real 
hope for yourself and the people around you.  



Introduction
Unlike the old quote "A rising tide lifts all boats," we believe the high tide of 
virtue and compassion lifts all boats!

So, roll the DICE of Life with RS Wealth Management! 

The key to our relationships are 

D = Dynamic Determination
I = Intellectual Flexibility
C = Courageous Character
E = Emotional Maturity

The DICE values are what we aspire to and hope we can help you aspire to as 
well.  Together, you and our firm, growing and exhibiting these values creates 
a compassionate collaboration where your “anything” is possible!

The following information can help you adapt to the new normal of the 21st

century where the gap between embracing the new normal and fearing it 
grows wider each day.  

We will share our thoughts on how to plan, build and maintain wealth within 
a healthy set of life choices along with the technology that we use with our 
clients to develop these scenarios. 

In the end, if you feel you will be better served rolling the DICE in a 
compassionate collaboration with us, we would be glad to spend some time 
with you exploring what that might look like. 

Blessings! 
Mike and Brian

Living Everyday Greatness is not about winning; it’s about doing! 
Today  is the raw material of your tomorrow!



Introduction

If you are working to “Live Everyday Greatness,” 

shouldn’t your money be doing the same?

Are your investments Living Everyday Greatness (LEG) or are they barely living?

Stuck in a cage called Asset Allocation?

RS Wealth Management, LLC, is an RIA firm founded in 2011 by Brian Fleming and 
Michael Hudson. We make it our mission to serve clients and set ourselves apart 
from other investment professionals in our field.  We created “No Ties Finance” 
where we aim to educate people by speaking the truth without the Wall Street 
Ties.  We want to help ensure your money has a LEG up for success!



Riskalyze
Determining your risk; How much money are you willing to lose?
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Chapter One

Investment 

Principles



• Prognosticating is a waste of time, NO one knows what the 
closing price of the stock market will be tomorrow.

• The “good things” in the market will help you less than the 
“bad things” will hurt you!

• Black Swan events are rare, which is exactly why they are 
called “black swans” – they just can’t be planned for. 
Otherwise, the market moves through trends you can count 
on.  

• You can discover and follow market trends through 
Continual Market Analysis.  

• Combining Trend Analysis with Fundamental Analysis can 
potentially reduce your financial risk while increasing the 
chance of return. 

• Static Risk Management Portfolios (like 60:40 – stocks to 
bonds portfolios) are too risky in declining markets and not 
risky enough in advancing markets.  

• Choose Dynamic Risk Management instead – opt for high 
stock percentage in up-trending markets and a low stock 
percentage in a downward trending market.    

• A portfolio built for distributions cannot be managed the 
same as a portfolio built for accumulating wealth.

• You never have to earn back what you never lose.

RS Wealth Management Investment Principles



Chapter Two

Emotions
How bad investment decisions 

are made and repeated



Emotions

How bad investment decisions are made and 

repeated

The number one discipline in managing money 
is learning “how not to lose it!”  The years of 
experience at RS Wealth Management have 
shown us how trivial it is to learn “how to make 
money” with your investments.

To clarify, it is extremely important to be 
disciplined in your investing, but which 
strategy you choose is not as important as 
consistency in its application. 

The so-called experts have used many different 
investing approaches to garner fame, prestige 
and, of course, wealth. While the systems are 
different, the discipline needed to follow their 
system is identical.  

Losing money can be attributed to either a 
problem at the system level or in the 
application of the system.  Don’t get me wrong, 
losses are unavoidable. However, you can 
manage your losses to ensure you never lose 
more than what you consider to be a 
reasonable amount.

“…which 

strategy 
you choose 
is not as 
important 
as 
consistency 
in its 
application.

”



Gains are never the problem, but losses are!

So, let’s start there.  All losses can be categorized either as –

Internal - loss of self-control, loss of love, loss of self-esteem, etc.   
External – loss of a bet, game, sport, etc.  

External losses are objective and based on facts not feelings.  Internal 
losses are subjective and based on feelings not facts.
The key to being successful in investing is not to internalize an external 
loss. 

Since we know that the professional money managers can make money 
using an endless variety of money management disciplines, studying 
these methods is not a viable use of time.  But, knowing why you cannot 
consistently apply your chosen discipline is worth some investigating!

What are the reasons for the lack of discipline?  What can we do to 
improve our application so that it is freed from the ups and downs of 
human emotion?  Unfortunately, based on our experience, it seems like 
nothing can completely remove human emotion from decision making, 
but what we can do is understand our reactions to the emotions and 
learn how to use tools to manage poor, emotional based decisions.



One way to do this is to always start with your end investment goal in mind.  
For example, annuity companies know how many of their clients will die in 
any given year and what their likely payouts will need to be.  As such, they 
plan accordingly for these external losses (based on the law of large 
numbers).  Of course, if your mom is one of the people who dies owning the 
annuity, you will not be so matter of fact or objective about it. Your reaction is 
personal and, therefore, subjective.  While we all will personalize a death of a 
loved one, many people will also personalize a death in their portfolio. Your 
worth should not be tied to your wealth.

Proper money management is always objective, not subjective!  Therefore, 
you should always predetermine how much you are willing to lose in case a 
good investment doesn’t work out the way you hoped.  As wealth advisors, 
the team at RS Wealth Management do not buy anything for our client’s 
accounts that is not fundamentally sound, based on available information and 
without a predetermined buy and sell price.  But more on this investment 
discipline later.  

At the outset of our relationship, we predetermine the amount of loss you 
are willing to accept.  Using Riskalyze, we will help you determine your risk 
score which tells us the amount of loss, or trigger point, you’re comfortable 
with in your portfolio.  This method helps to prevent you from internalizing an 
external loss.  We stand by the belief that you cannot risk the money you 
cannot afford to lose.  

Market participation should not be defined in terms of right and wrong or in 
gain or loss.  Instead, you should adhere to your predetermined investment 
discipline.  Do your decisions match your discipline?  Investment decisions 
are either profitable or unprofitable; they have nothing to do with right or 
wrong. Right and wrong assumes that you know the outcome before making 
the decision which is impossible in the investment world, since profitable or 
unprofitable can only be determined at some future date.  

Investment decisions are either profitable 

or unprofitable; they have nothing to do 

with right or wrong.



At RS Wealth Management, our goal is to stack the probability of 
profitability in your favor, and to the largest percent possible.  We do 
this by using all the available tools, including fundamental analysis, 
market history, price analysis, and trend analysis. Probability begins 
with the process of assigning a risk number to every client based on 
the profit and loss range that is acceptable to them.  An investment 
portfolio constructed to stay within the established range, (95% of the 
time during any six-month period, and with clear entry and exit points 
for each individual investment), transforms a continuous process into a 
discrete event.  

A discrete event has a beginning and end, a buy (entry) and a sell (exit) 
price, which allows for objective investment decisions.  If you do not 
have entry and exit points, then investing is a continuous process, 
meaning it has no end.  Many investors will not sell a loss until it turns 
into a gain foregoing a better use of their money to avoid being wrong.  
Some investors will even continue to pour money into a losing 
investment, justifying why they bought the investment in the first 
place.  Both are subjective outcomes where emotion has become the 
key driver of their actions.  When you internalize a loss, there is not a 
predetermined end point and, therefore, the loss continues.   

Emotions in themselves are neither good nor bad; they simply exist 
and cannot be avoided.  Emotionalism, or making decisions based on 
emotions, is bad and should and can be avoided.  Following an 
investment process, regardless of your emotion, is the preferred 
method.  On the other hand, if you let your emotions dictate your 
investment process it means you are not in control, your emotions are.

When you internalize a loss, there is not a 
predetermined end point and, therefore, the 

loss continues.



Chapter Three

Investment

Decision-Making 

Process
A disciplined approach



A Disciplined Approach

Investment Decision Making 

Process

1. Select your investment discipline
2. Know the rules of engagement
3. Predetermine your controls
4. Formulate your plan into a written 

Investment Policy Statement
5. Follow the plan 

Our focus is on what the market is doing, not why the market is doing it.  
Unless you create some event defining parameters, you are in a continuous 
process, nothing is locked in, and you become a ship adrift at sea, being 
pushed and pulled by sudden unexpected news, fluctuating price movements, 
opinions, and your own personal and political beliefs.

Following your Investment Discipline allows you to control your emotions.  If 
you are being controlled by your emotions you are either more interested in 
being right, which is a characteristic of betting, or you are more interested in 
the excitement you get from being involved, which is a characteristic of 
gambling.  Neither of which work well for long term investing.



Determine your investment approach 
and commit to it.  Write it down in the 
form of an Investment Policy 
Statement and then have the courage 
to follow it.

Modern Portfolio Theory has one main theme:  Investors should focus on how 
individual securities in their portfolios are related to one another.  This concept was 
the birth of asset allocation which is widely used by most brokerage firms, banks, 
and insurance companies to organize the commissionable investments they pitch to 
their clients.  Asset Allocation works best when markets are operating in a 
“business as usual” environment.  However, asset allocation provides less risk 
reduction during market turmoil, such as the 2008 credit crisis.  During times of 
crisis, correlations, or the connection between different investments, tend to 
increase and therefore reduce the benefits of asset allocation/diversification 
strategies.  

This realization was one of the main reasons for the birth of RS Wealth 
Management.  We could no longer follow the company asset allocation program in 
good conscience and tell our clients to “Stay the course” or that “The market will 
always come back.”  Hopefully before you are broke!  So rather than repeating 
outdated sayings that were ungrounded in any math or evidence, we created 
something different.



Asset Allocation works best when markets 
are operating in a “business as usual” 
environment.



Asset allocation provides less risk 
reduction during market turmoil.  During 
times of crisis, correlations tend to 
increase and therefore reduces the 
benefits of asset allocation/diversification 
strategies.  



Here’s a math truth that asset allocation forgot: “Good things help you less 
than the bad things hurt you!” Everyone knows this math, because many of 
us learned it in school the hard way.  Let me take a moment to elaborate on 
this story:  

Little Billy is smart and gets As on his first two tests.  Now, overconfident, he 
decides to study less to make more time for playing video games.  As such, he 
gets an F on his next test.  After the lecture from his parents, Little Billy goes 
back to working hard.  It pays off and Billy gets another A.  Little Billy is back 
to being an A student, right?  

Wrong, little Billy is a C student.  He is now acutely aware of how the good 
things help you less than the bad things hurt you.  This same math applies to 
the sequence of your investment returns.  

When you are in the stage of life where you are taking distributions from your 
portfolio this scenario can be fatal for your investments.  Do the wrong math 
and you may find yourself back at work.

Let us show you a better way.  And, no it is NOT an Index Annuity!!!

The better way is a Disaster Avoidance System!

“The good things help you 

less than the bad things 

hurt you.”



Chapter Four

Disaster Avoidance
The three flag system to risk 

management



Disaster Avoidance

The three flag system to risk management

Returns are something you 
cannot control because only the 
future knows what your returns 
will be. 
Risk is something you can control. 
Risk can be calculated using your 
current investment holdings and 
by evaluating the current market 
environment. Benjamin Graham believed that proper investing was and is about 
managing risk not returns. We could not agree more.  

The question is “How can you accurately identify the conditions for which 
more or less risk should be applied to your portfolio?”

We believe the answer is breaking down risk by looking at three distinct time 
frames – Annually, quarterly and weekly. The goal is to gage the risk of the 
market by how many of the three distinct time frames agree about the risk 
associated with the current market environment and then invest accordingly. 

Each time frame is assigned a rating of positive, negative or neutral. The 
collective rating determines which portfolio is implemented to match the risk of 
the current market environment.

There are three indicators that we use to help us determine the appropriate 
changes to be made within your investment portfolio.  Each indicator is 
responsible for what is happening at different time frames within the current 
market cycle. 



Historically, we spend basically half our time in a bull 

market and half our time in a bear market. 

Unfortunately, most portfolio management systems 

today are built for only bull markets with no sell side 

discipline.

The long-term indicator (annually) determines if we are in a secular Bull or 
Bear market.  The intermediate term indicator (quarterly) dictates which 
asset classes and sectors your investment portfolio should include.  Lastly, the 
short-term indicator (monthly) determines when and how money should be 
deployed into our portfolio management system.  Collectively, all 3 make up 
your risk management system.

1. Long Term Indicator (Annual Secular Bull or Bear Market):
Are we in a Secular Bull or Bear Market?
• In Secular Bull Markets, demand is clearly in control.  Demand in stocks is 

declared when more money is flowing into the stock market than going 
out to be invested in something other than US stocks. There may be short 
periods of volatility, but the general movement of the market is higher.  
And, as you know, a high tide raises all boats.

• In Secular Bear Markets, supply and demand fight a see-saw battle, each 
gaining the upper-hand for periods of time but with the general trend 
flattening or lowering.  During a Secular Bear Market, it is very difficult for 
a buy-and-hold investor to do well.  For example, for sixteen years from 
the mid-60s to mid-80s,the stock market earned a total of 17%.  This 1% 
gain per year over 16 years is the investment equivalent of death by 
papercuts.



2. Intermediate Term Indicator (Quarterly UP-trend or DOWN-trend):
The first job of the Intermediate Indicator is to determine when a new Bull 
Market or a new Bear Market has emerged.  The second job is to dissect the 
trends to determine which areas and segments of the market hold the 
greatest potential for growth.  Once again, this is a measurement of ‘what is’ 
with no predictions or academic theories involved.   

Momentum, relative strength, rate-of-change, nearness-to-52-week-highs, 
and other measurements of performance characteristics, are all combined to 
produce rankings of portfolio candidates. This is where smart investment 
choices are made.

High-performers are selected, low-performers are discarded, and the 
complete process is repeated at quarterly intervals.  

This process of continuous self-renewal is intended to capture the benefits of 
long-term winners without being dragged-down by the unnecessary inclusion 
of underperformers.  The above average areas are put to work and the below 
average areas are avoided.  Changes in your portfolio on a quarterly basis are 
determined by the movements between the above average and below 
average performers.   
Combining these two tools, Bull-Bear Indicator and the US rankings, gives us a 
simple yet complete strategy to provide guidance on when it’s best to be 
defensive and when offensive strategy is preferred.  This is the basis for 
constructing high-performance portfolios. 

3. Short Term Indicator (Monthly UP-trend or DOWN-trend):
The Short-Term Indicator shows the spread and contraction between the 
major US market sectors and the moves that happen within the Intermediate 
indicator discussed above.  One of the major uses of this indicator is to 
determine when to put money to work and when to take money out of the 
market. This indicator can move around very quickly in volatile markets or 
hardly change for up to a year in calm markets.                                                                              



Warren Buffet’s number one rule in investing is 

“Don’t lose money.” 

Rule number two… “Follow rule number one.”

Having an office at Wrightsville Beach, NC we are acutely aware of the range 
of conditions effecting the water sports of the area. Both Mike and I share 
different attractions to living in a coastal area. Mike is an avid fisherman, and I 
do triathlons and love to do open water swims in the intercoastal waterway. 
Each of us needs to understand tide changes and know the current state of 
the ocean to safely enjoy our water activities. In Mike’s case, deep sea fishing, 
knowing the coastal conditions could be a matter of life or death. 

The risk of doing activities in the ocean is like the risk of investing in the stock 
market. The flag system used at beaches to describe the potential risk 
involved in partaking in beach activities today also applies to the risk of 
investing in the stock market depending on the current market conditions. 

Red Flag = Negative – All Three 
Indicators Negative – Most 
serious of all warning flags – High 
Hazard/Danger – High Volatility 
Markets – Little to no positions in 
the stock market.

Hazardous swimming conditions, use extreme caution and go in the water 
only if you are a solid and experienced swimmer. Some red flags mean that 
the water is closed to swimming because conditions are too dangerous, no 
matter what your skill level is. The red flag indicates high hazards and the 
public is advised to stay out of the water. All Swimmers are discouraged from 
entering the water effectively closing the beach. 

A Red Flag Day is not the time to be bold with your investment portfolio. We 
apply our portfolio with the least amount of risk investing little to nothing in 
equities.



Yellow Flag = Neutral – Both Positive and Negative Indicators – Medium 
Hazard/Moderate Conditions – Competing or conflicting market forces –
Some market participation but timed strategically

Ocean Conditions are rough but not life threatening. Swimmers should 
exercise extreme caution: Swim only near life guards and heed all life guard 
warnings. Children should consider using life jackets. Medium hazards or 
moderate conditions caution against weak swimmers from entering the 
water; for stronger swimmers exercise enhanced care and caution.

The risk outweighs the potential reward!

Green Flag = Positive – All Three Indicators Positive – Calm Conditions – Low 
Hazard – Favorable Market Conditions – Full market participation

All clear sign, indicating that it is safe to swim. However, the ocean is always 
unpredictable and even on clear and calm days hazards still exist. There are 
always inherent dangers when swimming in the ocean and investing money 
in the stock market. 

Shirley MacLaine – “Don’t be afraid to go out on a limb. Its where all the 
fruit is.”



Living all in does not make things 

easier; it makes things easier to 

overcome!

At RS Wealth Management/No Ties Finance we try to live by the Sound 
Man-Sound Woman – Sound Life doctrine.  Sound life does not start or 
finish with being great it starts and finishes with being humble. We are all 
going to make mistakes. We all will be a disappoint to someone. 

The sound life/sound person doctrine starts with Living Everyday 
Greatness. Not every day being successful but being engaged and helpful 
to others every day.  To do that, you must go “All In every day.”  

In investing or in life our role is to help prepare people for the challenge, 
fear, crisis, discomfort and everyday anxieties by learning to live with 
patience, endurance, commitment, and sacrifice.  

Living All In does not make things easier; it makes things easier to 
overcome!



To this point everything has been analyzed through the lens of Technical Analysis.  Now 
it is time for the rubber to meet the road.  Before your money enters the investments 
within the best market segments based on the intermediate term indicator, a 
fundamental analysis is completed to make sure any investment is worthy of your hard-
earned dollars.  

FUNDAMENTAL ANALYSIS PROCESS
Our fundamental analysis process centers around assessing the following of each 
individual stock:
• Financials – Long Term Debt to Equity, Price to Book, Return on Equity, Price to Sales 

and Free Cash Flow
• Earnings – Earnings Growth, Earnings Surprise, Earnings Trend, Projected P/E and 

Earnings Consistency
• Experts – Estimate Trend, Short Interest, Insider Activity, Analyst Rating Trend and 

Industry Relative Strength 

When reviewing an Exchange Traded Fund (ETF), we use the same ratios to determine 
which ETF has the greatest number of stocks that meet our screening criteria.  

The ETF with the greatest number of stocks that pass our criteria are the likely ETFs we 
will choose.  However, another variable we look at is volume, or how many shares are 
traded.  The lower the volume the harder it is to trade at the price you want to buy or 
sell.  From a technical point of view the Bid/Ask Spread on low volume ETFs can be 
wide.  The higher the trading volume, along with allowing shorts, pushes the bid/ask 
spread closer together and creates more price stability.    

Once our Fundamental Analysis has revealed what to buy, we use Technical Analysis 
again to determine at what price we will execute buy orders and at what price we will 
exit our positions.  Again, all this is done prior to any purchase being made. 

When we exit a position, we restart the entire process to pick its replacement.  
The final technical analysis includes:

• Relative Strength vs Market
• Money Flow
• Price Strength
• Price Trend 
• Volume Trend
• Point-N-Figure Chart



Chapter Five
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3 models 1 portfolio

Basis of Portfolio Construction

Remember the flags:  Our three indicators are used to determine if the 
market is in a positive, neutral, or negative position (green, yellow or red).

When all three are positive, the flag is green. 

If all three are negative, the flag is red.  

Any other combination is a yellow or caution flag because the market is 
conflicted, making a market neutral position preferable.  

Each flag has its own portfolio.

We create investment strategies using 3 

distinct models (Stock Market, Almanac, 

and Multi-Sector Bond) but only one is 

invested in at any given time.

Negative

Neutral

Positive



Stock Market Model

Multi-Sector Bond Model

Almanac Model

This model combines characteristics of relative strength, trend analysis and 
fundamentals to determine the top investable areas of any market.  The 
asset classes and sectors are ranked in order of strongest to weakest based 
on the previous day’s trading.  The next step is to order them by Relative 
Strength against the Russell 3000 index.  Investments are considered within 
each asset class and/or sector that is currently trending higher than the 
Russell 3000.  To avoid short term trends, the portfolio is reallocated 
quarterly.  Investments that have fallen in ranking are replaced by 
investments whose rankings have improved: Investments still ranking in the 
top are retained.

As fans of the Stock Trader’s Almanac, this model only invests in the 
market 28% of the investable calendar days.  These days are selected 
by the probability of likely outperformance based on historical record.  
This model will incur a higher trading volume combined with shorter 
duration holding periods, typically 6 to 8 days per position. This model 
is a variation of the first day of the month phenomenon, first 
discovered by Yale Hirsch.

This model utilizes a portfolio of bonds chosen from 18 
yield producing sectors ranked by relative strength.  
Investments are continuously made in the top sectors 
and then, reallocated quarterly (same principle as the 
stock model).  If bonds do not rank higher than cash, 
then cash will be used in place of the Multi-Sector Bond 
Portfolio.



The Base model can be used in conjunction with our Leveraged 
Model to increase potential rewards.  However, this does 
require a higher risk number from Riskalyze.  Depending on 
how high a person’s risk tolerance is above the risk number for 
our Base model portfolio, we can consider using a percentage 
of the portfolio in a leverage model.  For example, 80% of the 
money in the Base model and 20% in the Leveraged Model.  

The Leveraged Model follows the same 3 indicator method 
described above, but; in the green position, two times long the 
market ETF is employed and in the red position, two times short 
the market ETF is employed.



Chapter Six

Riskalyze
Determining your risk; How much 

money are you willing to lose?



Which portfolio you choose is 
determined by likability and the risk 
number assigned.   We define risk as 
your acceptable chance of loss: How 
much am I willing to lose for a chance 
to gain? Your risk number is used to 
determine your range of potential gain v. 
potential loss.  Through our risk 
assessment tool (Riskalyze) your 
personal gain/loss range will be 
established.  

Likability is an essential element as well.  
No matter how high your risk number is, 
some people just don’t like the idea of 

using any leveraged investments within their portfolio.  If you are one of those 
people, then you should consider employing the Base model.  The proper 
portfolio is identified through this 2-condition process based on your risk 
number and likability.  

There is a minimum risk number required to employ resources in an investment 
portfolio that uses stocks.  Should you not meet the minimum, you should look 
for investment opportunities outside of the stock market.  For example, 
laddering CDs, individual high grade corporate bonds, US Treasuries or General 
Obligation Municipal Bonds are just a few smart alternatives, and are 
traditionally less risky than owning stocks. 

Riskalyze

Determining your risk



A Riskalyze number is assigned to every one of our models; the Riskalyze 
system will calculate a Six-Month Probability Range.  Each portfolio has a 95% 
mathematical probability of ending up within that range six months from 
today. This means that, while we cannot predict where a portfolio might end 
up inside of the range, there is a 5% probability it will end up outside of the 
range at the end of the six months.



All investments are calculated using the actual past performance of their 
returns, standard deviation, and correlations. Riskalyze uses volatility and 
correlation statistics to calculate the width of the Six-Month Probability 
Range and corresponding Risk Number.

The Risk Number® is an objective, mathematical 
approach to removing subjectivity by quantifying 
the risk of investors and portfolios.  

The Risk Number is calculated based on downside risk. On a scale from 1 of 
99, the greater the potential loss, the greater the Risk Number. 



We believe traditional investing is broken.  Ambiguous terms, 
such as "conservative" or "moderately-aggressive“ cause confusion 
because they mean different things to different people.  

Many people believe risk, in part, is a measurement of age.  As if only time is 
relevant to gains and losses.  We don’t believe market cycles care how old or 
how young you are!  Keeping 60% of your money invested in stocks during a 
down market trend will produce an unacceptable loss with your portfolio 
whether you’re 26 or 88.  

Uncertainty around one’s level of risk benefits no one.  Clarity is a 
requirement in turbulent times.  Ambiguity and age completely ignore the 
most crucial element to determine your level of risk: – How much are you 
willing to lose, measured only in dollars and cents? The less you lose, the 
less return you need to get the lost money back!

The most crucial element in determining your risk 

level is knowing how much money you are 

willing to lose.



How is your Risk Number calculated?  
The Risk Number is a proprietary scaled 
index developed by Riskalyze to reflect a 
risk score for both an investor’s unique 
fingerprint or for a particular portfolio 
of investments.  At RS Wealth 
Management, we match your risk 
number to the risk number of the 
closest RS Wealth Management Model.  

Shaped like a speed limit sign, a higher 
Risk Number means a higher level of risk 
and potential return.  The Risk Number 

is a single-dimension variable designed to approximate the relative risk 
between people or portfolios. Thus, a “45” portfolio generally has more 
risk than a “44,” but two “45” portfolios may be quite different from each 
other.  Portfolios can have the same risk number but be very different in 
their investment approach.  Which is why we stress both risk and likability 
in choosing how your portfolio will be managed.  

One of the most important drivers of the Risk Number is the measurement 
of downside risk: either the downside risk in the investor’s comfort zone 
(the range of risk to reward that they approve via a risk questionnaire) or 
the downside risk in a portfolio as measured by the 95% probability range.  
We know that generalizing a client’s risk tolerance doesn't work, although 
it is the risk questionnaire result that is most often used in the financial 
industry.  Most people do not quote risk in terms of standard deviation, or 
volatility around the mean, but in terms of potential money gained or lost 
in terms of dollars and cents!  Each investor views risk through their own 
unique lens to gauge risk and return tradeoffs. 

Click here to determine your Riskalyze number: RISKALYZE

https://kb.riskalyze.com/article/157-capturing-a-risk-number
https://kb.riskalyze.com/article/14-calculating-the-six-month-probability-range
https://clients.riskalyze.com/risk-questionnaire/questionnaire-intro


Another issue we have with the standard risk questionnaire is that it produces a one-
time answer leading to a static model.  The standard risk quiz ends with a moderate 
investor using a 60:40 stock to bond asset allocation.  Once determined, the portfolio is 
set in stone.  

From our experience, when using an asset allocation model, people get frustrated in up 
trending markets because they don’t have the gains they believe they should.  On the 
other hand, the same people become fearful in down trending markets because they 
lose more money than they believe they should.  This is the root of the problem with 
Asset Allocation!

An Asset Allocation does not match a person’s risk tolerance with the appropriate 
action.  Most people will score higher on a risk quiz during uptrends and lower during 
down trends.  This happens because it’s human nature for people to want to take on 
more risk when the market is doing well and less risk when the market is doing poorly.  

We believe a person’s intuition regarding investing is correct.  One should of course be 
more aggressive in an up market and obviously less aggressive in a down market.    

The deviation is not in philosophy but in execution.  When these types of decisions are 
left to feelings, the timing is rarely implemented accurately because it requires you to 
act when it feels uncomfortable.  This is exactly why we use the three indicator system 
to determine when money should be more aggressive, less aggressive or in cash! 

The speed limit metaphor helps instill an understanding of this approach to risk 
management. Sometimes it's prudent to slow down according to weather conditions.  
And the same is true of risk.  A red flag is used to keep everyone safe, to keep everyone 
out of the water in times of rough seas.  When green, go ahead.  When yellow, proceed 
with caution.  When red, stop.  You do a different action for each flag color.  Why not do 
the same with your investment portfolio?

Riskalyze is centered around easy to understand questions designed to articulate a 
simple, objective risk measure for every investor.  The risk number serves as a key 
determinant in how much risk investors can handle over the short term to achieve their 
long-term objectives.

If the journey of a thousand miles begins with one step, let's be ready for the short-
term volatility inevitable in any long-term journey. 



Chapter Seven

WealthGuard
Watch and Alert to protect your 

hard-earned savings



WealthGuard

Protect your hard-earned savings through 

watches and warnings.

The key to less investment fear 
and stress is a good 
monitoring/detection system.  

Knowing when to be more 
aggressive or less aggressive can 
be the scariest part of the journey 
for most people willing to use an 
alternative model to some version 
of asset allocation.  There have 
been enough studies to prove 
that, if left only to our emotions, 
most of us will invest at the 
market highs and sell at the 
market lows.  This is a sure reason 
why many financial investment 
journeys end in frustration and 
failure.  

When negotiating a contract, the best time to work out the terms is when 
everyone is happy.  Exit strategies to dissolve a business while partners are 
excited about their new opportunity together usually are worked out with 
both partners wanting to make concessions for the good of their partner.  
However, if things go bad, negotiation’s after the fact can be brutal.  The 
attitude changes quickly from “do not harm” to “they owe me.”



Determining your risk number when 

everything is okay allows you to 

make less emotional decisions in 

the future.

This same emotion applies to the “when to get in and when to get out” mind 
set used in investment decisions.  Determining your risk number while 
everything is okay, allows you to make less emotional decisions in the future.  

The portfolio chosen should be determined by your risk number, establishing 
a range of returns over any 6-month period.  In terms of the low end, your 
risk number will define when you are at the point where you can no longer 
accept additional losses in your portfolio.  The bottom of the range is the 
percentage loss and dollar amount that you are willing to lose.  The percent of 
loss at the very bottom of your range becomes your WealthGuard number.  
WealthGuard will contact you when the dollar amount, your predetermined 
maximum loss amount, is reached.    

Once WealthGuard is set up, which includes entering your risk number, the 
system will automatically monitor your account(s) based on the closing value 
each day.  If your account(s) ever start to decline in value, you will receive an 
early warning letting you know via text to proceed with caution as there could 
be trouble ahead.  It also tracks your asset allocation and the overall 
performance of all your accounts every single day.



You never have to 

earn back what you 

never lose!

WealthGuard makes sure you will receive only two types of alerts.  First, if 
your portfolio hits a new all time high, you will receive a text message alerting 
you to the good news and providing you with your new WealthGuard number.  
Every new high resets your loss number.  Your number is essentially a trailing 
stop loss on your portfolio.  

The second alert, which we hope you never get, lets you know that your loss 
number is being reached.  If this happens, we will call you within 24 hours to 
discuss the actions that have been taken and which other actions should be 
considered.  

Take a moment and imagine a year like 2008.  What would have happened, if 
you had received an alert via text message and a call from us?  Would you 
have moved your money to cash, bonds or both before the market dropped 
38%?  You never have to earn back what you never lose!



We believe that, by using risk reduction in your investments, you can turn 
the entire investment process into a discrete event at both the portfolio level 
and with each individual investment.  Start with the end in mind - always.  
Then create a strategy that allows for flexible risk taking, lowering and 
increasing when it makes sense.  How much change your portfolio handles is 
predetermined by you, our client.  

If you would like to explore how RS Wealth Management can apply our 
strategic financial investment system to your portfolio, email us at 
ntf@rswealthmgmt.com or call us at 1-800-760-6968 and we will set up a
5-minute introductory phone call to get you started!

Contact Us Now

Want to Learn More?

mailto:ntf@rswealthmgmt.com


Our investment system helps your money Live Everyday Greatness by:
• Adapting to work the best in the current market environment
• Directing and Protecting you through the inevitable ups and downs
• Letting you know each of your investment trigger points, when to buy and 

when to sell, so you act when it’s appropriate, not making changes based 
on your gut or by a date on a calendar

• Letting our technology update or warn you, via text message, of new 
portfolio highs or if your value drops below a predetermined amount from 
your record high.

Living Everyday Greatness (LEG) is about giving your 
best every day: Defined in the future you want or by a 
satisfactory resolution to the problems you face.

Are your investments Living Everyday Greatness or are they barely living –
stuck in a cage called Asset Allocation?

If you are working to “Live Everyday Greatness,” shouldn’t your money be 
doing the same?

You work too hard to be surprised by your money! Let our firm help 
to ensure your money has a LEG up for success!


