




EDGETECH ANALYTICS

THE BRIDGE BETWEEN RESEARCH TECHNOLOGY AND INVESTMENT MANAGEMENT



TWO

Once in a great while, something so significant is discovered that it challenges your belief in its verity. Our story begins with the 
pursuit of an investment process having the ability to effectively navigate market conditions regardless of market direction.

THE STORY OF FAMILY INVESTMENT MANAGEMENT

A QUARTER CENTURY OF 
REAL WORLD EXPERIENCE
Our methodology was born out of the passion and desire 

to create a quantifiable investment management process 

utilizing significant advances in technology. Over the last 

25 years, the creator of this proprietary technology has 

combined computer modeling with active management 

strategies to successfully build portfolios for a very select 

group of advisors. Through this real-world experience, 

they were able to refine our modeling tools to help 

enhance performance. These same tools, which we call 

EdgeTech Analytics, are now available to individual 

investors through Family Investment Management.

THE IMPORTANCE OF ACTIVE 
MANAGEMENT IN VOLATILE MARKETS
As the market has changed over time, the fundamentals 

of active management continue to be an invaluable asset 

management tool for both institutional and individual 

investors. These fundamentals can allow investors to 

enjoy profit in up markets and, more importantly, to be 

defensive during down markets. The speed at which 

information flows today makes it more important than 

ever to make informed investment choices. We believe 

these investment choices should be based on a tested 

strategy that is active and quantifiable while filtering out 

emotional responses and the “noise” of the ever-growing 

amount of daily information. 

By harnessing the power of statistical probabilities and mathematical precision, Family Investment 
Management’s advanced modeling tool, EdgeTech Analytics, makes trades based on relevant market 
pricing, taking emotional trading decisions completely out of the equation.1



THE BRIDGE BETWEEN ACTIVE 
MANAGEMENT AND A TIME-TESTED 
MATHEMATICAL-BASED PROCESS
By combining a mathematical-based1 process with 

active management techniques, we are better able 

to help investors mitigate risk while participating in 

growth opportunities that exist in the ever-changing 

environment of today’s financial markets.

EdgeTech Analytics is regimented and disciplined in 

a manner that adds an unemotional approach to the 

purchase and sale of each investment. The system 

tracks investment price movements of over 2,600 

potential investments and looks for advantageous 

entry points, while at the same time calculating exit 

strategies for each investment. Each signal generated 

by the model is a function of how the price, or value, 

of each fund is moving during any of the various 

market cycles. Thus, the model makes a decision 

based on what is working, not on what might be 

working, or what has worked in the past.

PERSONALIZED ADVICE BY 
QUALIFIED INVESTMENT ADVISORS
Our mission goes beyond merely selling a service. With 

the goal of bringing both “High Tech” and “High Touch” 

value to each client. At Family Investment Management 

you will work with experienced Independent Investment 

Advisors. We recognize that each client has his or her 

own unique needs. Accordingly, we utilize technology, 

continuing industry education and high quality personal 

service to address our clients’ goals and expectations.

THREE

EDGETECH ANALYTICS = TECHNOLOGY + ACTIVE MANAGEMENT + PERSONALIZED ADVICE

EdgeTech Analytics’ proprietary computer algorithms provide 
detailed buy-and-sell recommendations so that all of the 
criteria for when to buy, as well as when to sell, are available 
immediately. Family Investment Management has developed a 
series of portfolios designed to meet the individual and unique 
needs of our clients. All of our portfolios are maintained and 
evaluated on a daily basis.1



THE EDGETECH 
ANALYTICS MODELS

THE EDGETECH ANALYTICS MODELS are the foundation 

of our investment management process. This computer-

based investment selection system is used by our firm to 

identify securities with emerging price trends. Our unique 

modeling process is the foundation of our outstanding 

series of portfolios.

Having more options available in our EdgeTech Analytics 

modeling tool can allow for more diverse portfolios to 

be created. With more diversity, we are better able to 

address the required risk tolerances of our investors.

HOW THE EDGETECH ANALYTICS  
MODEL WORKS
EdgeTech Analytics models contain 9 to 14 investments. 

The investments contained within the model determine 

its risk profile. To understand why a specific investment 

is selected, a model will ideally have an investment 

choice that has the potential to perform well in any 

market environment.

IN UP MARKETS
A single model may contain small, mid 

and large cap diversified investments, 

as well as sector investments such as 

biotech, natural resources, real estate 

and technology. This diversification 

offers a broad range of opportunities 

that seek to participate in upward 

market movements.

IN DECLINING MARKETS
Conversely, cash, bonds (both 

government and corporate), gold 

and commodities may be viable in 

declining equity markets.

The valuable part of the EdgeTech Analytics process is your Investment 
Advisor who is trained to effectively follow the portfolio signals while 
monitoring the suitability parameters of each individual transaction.

Each EdgeTech Analytics Model 
contains 9 to 14 mutual funds based on 

the client’s risk sensitivity.

Small, mid and large cap diversified funds

Sector funds such as biotech, natural  
resources, real estate and technology

UP MARKET MODEL

DECLINING MARKET MODEL

Cash

Bonds

Gold

Commodities

International Funds



A DISCIPLINED PROCESS

1. IDENTIFYING THE EXPECTED INVESTMENT PERIOD

Every model has an Expected Investment Period (EIP) which 
determines how long a particular investment will be held. At the 
end of the EIP, the model will automatically begin searching for a 
new position with a better price performance than the current 
position. If the current position proves to be the best, the model 
will not make a new recommendation on that day, but will 
continue searching on a daily basis until an investment with a 
higher composite score is identified. As the name “Expected 
Investment Period” indicates, market conditions can and do 
change the optimum number of days the model should 
participate in any given investment. We offer several options to 
manage client assets during periods of high volatility or 
significant downward trends such as those experienced in 2008. 
These decisions are based on price data and not on an emotional 
response brought about by market fluctuations.

2. ANALYSIS OF CURRENT PRICE PERFORMANCE

Each model consists of specific attributes that help define the 
analysis conducted on each investment. This analysis is based 
on current prices, and current prices only. We believe that 
investment markets are inherently efficient. External market 
forces such as macro economic data or interest rate changes 
that could influence a price on any given day have already been 
taken into consideration as the market “prices” a given security. 
Therefore, it is our assertion that inserting outlying information 
into a calculation bears no statistical relevance in determining 
the future price. The performance of an investment is evaluated 
independently of the other investments in a model. This allows an 
objective analysis of how an investment is currently performing 
and may continue to perform.

3. DECIDING ON A NEW POSITION
There are several factors taken into account when the 
model is determining which position to recommend. 
Simply put, the position that ranks highest compared to 
the other positions available is selected. After the price 
performance analysis is completed for each investment, 
the results are compared to the performance of the 
other investments in the model. It is not sufficient for 
the investment to merely perform well. The new position 
needs to be outperforming the other investments in the 
model. It is possible for two or three investments to be 
in sectors that are considered to be in primarily upward 
trends, however, only the investment with the most 
dominant upward price movement will be chosen as the 
new position in the model.

4. MARKET DIRECTION INDICATOR
The Market Direction Indicator (MDI) is a synthetic 
market indicator inside each model used to “amplify” the 
market’s direction.1 This amplification serves to further 
“sensitize” the models to declining market trends. MDI 
allows the models to respond by moving to cash quickly 
during downturns in the market(s), while permitting the 
stronger upward trends to still be identified. The influence 
of MDI upon a model varies depending on the risk 
potential with each individual model.
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CONSTRUCTING ELITE ANALYTICS MODELS
We use a highly disciplined process to determine the 
composition of our models. The process involves four 
layers of analysis which are automatically calculated  
and updated on a daily basis.
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HIGH TECH MEETS HIGH TOUCH
EdgeTech Analytics is designed to work in tandem with 

our investment management practice and allows us to 

custom-select models which fit your investment goals 

and individual risk tolerances.

The EdgeTech Analytics software gives us the ability to 

build dynamic portfolios to address your investment 

needs. After a portfolio is activated, we are able to follow 

the daily signals from the models.

Our series of portfolios enables us to personally manage 

your individual investments, while the EdgeTech Analytics 

models monitor market performance as a whole.

DEFENSIVE CHARACTERISTICS IN  
BEAR MARKETS
EdgeTech Analytics has a unique feature that allows us to 

employ a market filter to render equity trades “ineligible” 

during short upward movements in a long-term bear 

market. The market filter will still allow non-equity based 

trades such as bonds, cash, commodities and gold. This 

portfolio tool may help provide an added layer of risk 

mitigation during a declining market. Once the market 

returns to an upward trend, the filter will again allow 

equity trades.

PORTFOLIO CONSTRUCTION
The construction phase is comprised of matching models with 

different characteristics, such as the Expected Investment 

Period and risk exposures, to create a portfolio. The mix of 

models is then tested using real-world market data to evaluate 

the portfolio’s ability to handle various market environments.4 

Each model acts independently of the other models, selecting 

one investment per model at any one time.

Optimally, the software will arrive at 11 individual investment 

positions that will comprise the overall portfolio. Each position 

represents approximately 9% of the value of the portfolio. Once 

a portfolio completes testing and is judged to have satisfactory 

performance, it is activated. This enables the models within the 

portfolio to begin generating investment signals for us.2

NUMBER OF RECOMMENDED 
MODELS PER PORTFOLIO: 11
We believe that the best performing 

portfolios are composed of 11 models. Why 

is 11 the magic number? Our comprehensive 

research strongly indicates that portfolios 

consisting of 11 trading models offer a 

significant level of risk mitigation without 

compromising any single model’s potential to 

positively impact the overall portfolio returns.

At Family Investment Management, we have performed internal 

reviews that support the idea that using less than 11 models in 

a portfolio can create an excess concentration in investment 

categories or sectors. This can meaningfully raise a portfolio’s 

risk factor without raising the equivalent potential for increased 

investment returns. Conversely, a portfolio with more than 

11 models creates excess diversification, causing dilution of 

positive returns.

SIX

THE EDGETECH ANALYTICS PORTFOLIOS



ULTIMATE RESPONSIVENESS

RESPONDING TO CHANGE
A primary task of EdgeTech Analytics software is to keep 

your portfolio of models in sync with those of the master 

models. There are situations, such as addition of new 

capital or significant and unexpected changes in market 

conditions, which can create challenges to doing so. 

The following is list of common challenges and how 

Elite Analytics reacts to those challenges.

Symbol Replacement is activated when an investment 

or position recommended by the model cannot 

be purchased. In order to deal with this challenge, 

Elite Analytics software has identified replacement 

investments that are available which exhibit price histories 

that perform similarly to that of the master model.

Trend Shift is activated for investments exhibiting 

extreme volatility during unstable market conditions. 

This interim trading method will suggest a new position 

when the upward trend of the current position seems 

to have stalled.5

Stop – Loss is activated on investments that exhibit a loss 

due to a downward trend. This interim trading method 

will generate a signal for a new investment when the 

current position has a loss greater than the parameters 

set by us, based on the client’s overall risk tolerance.5

Market Filter is activated during down markets to limit 

high-risk equity recommendations and mitigate the 

potential for loss during the downward cycle.5

Market Reentry is activated when adding capital, or when 

actively seeking to trade out of cash positions and into 

the market in the middle of a trading model’s Expected 

Investment Period.5

SEVEN

FAMILY INVESTMENT MANAGEMENT’S UNIQUE 
ASSET MANAGEMENT TOOLS ARE DESIGNED TO BE 
RESPONSIVE TO CHANGES IN THE MARKET



AVOIDING THE WORST 10 DAYS…
Boosts terminal wealth by 206% to $78,781.E

• Avoiding the 20 worst days boosts terminal wealth by    
 532% to $162,588.F

• Avoiding the 100 worst days boosts terminal wealth by    
 43,397% to $11,198,734.G

ON AVERAGE…
Across all 15 markets and over many decades…

• Missing the 10, 20 and 100 best days reduces buy-and-   
 hold terminal wealth by 51%, 71% and 98%, respectively.

• Avoiding the 10, 20 and 100 worst days boosts terminal   
 wealth by 150%, 373% and 26,532%, respectively.

By having a quantified process indicating when to sell, profits may be captured, losses 
may be minimized, and the chances of holding an equity through a “worst day” may be 
reduced.

A 5.3% mean annual compound return
B 4.3% mean annual compound return
C 3.6% mean annual compound return
D -0.2% mean annual compound return
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E 6.4% mean annual compound return
F 7.2% mean annual compound return
G 11.5% mean annual compound return

By using an Active Management Strategy instead of a Buy and 
Hold Strategy, EdgeTech Analytics technology monitors price 
trends to identify asset classes that are showing strength and 
then makes investment recommendations in these asset classes 
even if the recommended investment is in cash.2

Having a disciplined systematic method of buying and selling 
may help clients capture profits and avoid major losses that are 
experienced by holding a position that continues to decline over 
a twelve-month period or longer. Taking a small loss on a trade 
within 90 to 140 days, then moving to another more defensive 
or potentially more productive category/sector, is often better 
than waiting for your current position to heal and return to its 
original value.

Unlike other investment theories, each EdgeTech Analytics model 
seeks to make decisions based on what is working, not on 
what might be working, or what has worked in the past.

Black Swans (random and unexpected deviations) sometimes 
occur among daily equity returns. For example, a $100 passive 
investment in the Dow Jones Industrial Average6 at the beginning 
of 1900 grows to $25,746 by the end of 2006A, but: 

MISSING THE 10 BEST TRADING DAYS…
Reduces terminal wealth (i.e., what an investment is 
worth at the end of its planned holding period) by 
65% to $9,008.B

• Missing the 20 best days reduces terminal wealth by    
 83% to $4,313.C

• Missing the 100 best days reduces terminal wealth    
 by 99.7% to just $83.D

THE OTHER SIDE OF THE “BUY & HOLD” STRATEGY*

*From the Dow Jones Industrial Average (Black Swans and 
Market Timing: How Not to Generate Alpha, by Javier Estrada, 
International Graduate School of Management, Barcelona, Spain)

THE  ED GETECH ANALYT ICS  D IFFERENCE
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1.  Quantitative analysis is based upon mathematical models and software, 

 which could be proprietary in nature and may have unintended effects in times of  

 high volatility. Quantitative analysis does not guarantee against loss; past   

 performance is not indicative of future return.

2.  Technical analysis is derived from the study of market participant behavior and its  

 efficacy is a matter of controversy. Methods vary greatly and can be highly   

 subjective; different technical analysts can sometimes make contradictory   

 predictions from the same data.

3.  Diversification and Asset Allocations do not guarantee against loss. They are   

 methods used to help manage investment risk.

4.  Model testing is hypothetical and for illustrative purposes only. Past performance is  

 not indicative of future results.

5.  There is no guarantee that these trading methods will help avoid losses or protect  

 any capital appreciation. The ability to transact securities is dependent upon   

 prevailing market conditions.

6.  The Dow Jones Industrial Average is an unmanaged index which cannot be 

 invested into directly.

Investing in mutual funds involves risk, including possible loss of principal. The market 
value of corporate bonds will fluctuate, and if the bond is sold prior to maturity, the 
investor’s yield may differ from the advertised yield. Government bonds are guaranteed 
by the U.S. government as to the timely payment of principal and interest and, if held to 
maturity, offer a fixed rate of return and fixed principal value. The fast price swings of 
commodities will result in significant volatility in an investor’s holdings. Because of their 
narrow focus, sector investing will be subject to greater volatility than investing more 
broadly across many sectors and companies. International investing involves special 
risks such as currency fluctuation and political instability and may not be suitable for all 
investors. Precious metal investing involves greater fluctuation and potential for losses. 
The prices of small and mid-cap stocks are generally more volatile than large cap stocks.

Securities offered through LPL Financial. Member FINRA/SIPC.
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