


A. Earnings Momentum Analysis Factor Construction
Earnings Estimate Revisions

Earnings Surprise

Price Momentum

Long Term EPS Growth

Short Term EPS Change

Relative Strength

Short Term Reversals-Risk Volatility

Inputs re-optimized annually for maximum Alpha
potential.

B. Earning Power Leadership Computation
Proprietary relative exponential scoring of company 8 week
Earning Momentum Acceleration.

Sector “Power” Leadership Computation
Proprietary Bell Curve acceleration scoring of earnings “Power”
weighted by Comparative Sector Strength.

Technical Analysis

“Power Tech 1" — Proprietary scoring of Dual Moving Average based
statistical convergence influenced by forward and reverse looking rel-
ative strength and moving convergence acceleration calculation.
“Power Tech 2" — Same as Power Tech 1 with the use of Dual
Exponential Moving Averages.

“Power Tech 3" — The proprietary union of Power Tech 1 and Power
Tech 2 in an attempt to optimize the timing of both entrance and exit
points of an individual stock.

Market “Power” Risk  Analyzer

Proprietary Risk vs. Reward Calculation to establish and identify short
term overbought, oversold condition. This helps to access daily buy
and sell decisions.

Earning Analysis
6900 Stocks
Top 1500 Stocks

\ Remaining

Earning "Power"
Stock Ranking

\ Best 1-150 Worst

Sector "Power"
Re-Ranking Of

\ 1-150 Stocks

Technical "Power"
Screening
Of 1-75 Stocks

Market Power
Risk Assessment
25 Top Stocks




Enclosed is a brief overview of each of these investment strategies. Each strategy is uniquely designed as a stand alone
investment portfolio or can be used in combination with each other. Each portfolio strategy is designed to compliment
one another through diversification into multiple investment asset groups, such as ETF’s and/or individual equities. The
objective is to further diversify and blend multiple equity asset classes and strategies to potentially fulfill client goals,
objectives and accommodate individual client risk tolerance. However, regardless of any investment strategy, all equity
investments possess sector rotation, market and event risk that can cause loss.

The Total Income Account’s objective is to provide positive, consistent risk controlled returns in excess of the target
benchmark, from an income producing portfolio of closed end funds, preferred stocks, Private income investments, and
ETF's (Exchange Traded Funds). The basis of this income investment philosophy is to buy high quality issues within a
risk-adverse, actively managed portfolio that seeks attractive opportunities along the yield curve. Generally, experience
with income portfolios has shown that building income assets into one’s portfolio have provided a high level of risk
adjusted total return over the long run, while reducing portfolio volatility.

The Company believes by combining its proprietary quantitative, technical, and market analysis to ETF’s and their
underlying stocks, investing in ETF”s can create a blend of timely investment opportunities with improved management
of inherent market risk. An ETF is a listed stock that invests in a selection of equities based on the individual investment
focus of that specific ETF. This ETF equity strategy may be considered less risky than individual stock investing because
ETF's are generally diversified into a minimum of 30 to 50 selective equities. As an overall strategy, the Company looks
to diversify its clients into multiple ETF’s in an effort to take advantage of potential market and sector trends.

Two types of ETF’s are utilized by the Company. Sector ETF’s and Broad Market ETF’s. Sector ETF’s look to identify
depressed market sectors where the quantitative and technical data may be improving signaling a potential reversal of
this negative trend. Or, the Company might invest in a sector that has been a market leader for quite awhile and has the
characteristics of a group that is showing no signs of deterioration.

Broad sector ETF’s are used to attempt to identify when major markets may be extended due to short term over-buying
and/or over-selling. Presently, the Company evaluates over 1500 individual equities based on the technical trend make-
up of the stocks. The Specific ETF’s currently utilized are the SPX (S&P 500), DIA (Dow Jones Industrial Average) and

QQQQ's (NASDAQ 100).

This program looks to limit individual stock risk exposure by diversification into core sectors and market indices that
invest into multiple stock positions of each specific ETF.

This investment discipline aims to invest in equities possessing both superior technical and quantitative positions relative
to other stocks and sectors. The Company may exit those stocks where technical and quantitative rankings begin to
deteriorate relative to other equities within the universe of stocks being evaluated. This proprietary research attempts to
capitalize on the dynamic rotation of equities, sectors and markets. The Company looks to capitalize on these changing
trends by seeking to maintain stocks with positive relative price strength as compared to the S&P 500 index. Lastly, the
Company may attempt to put an ETF component into this program to improve potential returns while reducing the risk
signature of




the individual equity investments within this account. This is not a buy-hold strategy. This strategy is suitable for
investors who are willing to accept potential high risk and volatility. The Company uses this proactive investment strategy
in an effort to achieve the potential for larger gains than that of the other investment styles. This program will generate
transaction costs in excess of other investment programs due to the active nature of this strategy.

This investment strategy incorporates the same principles as the Aggressive Growth trading account described in sec-
tion C hereof as a partial allocation component of total program management. In addition to utilizing this component, the
Company incorporates the use of select income components such as preferred stocks, convertible preferred stocks, utili-
ties and REIT’s, along with any other investment vehicles designed to generate income, with these income components
generally having the effect of moderating the volatility and risk exposure of the program. Such income positions in this
account may be held longer to fulfill their individual dividend payment objective despite the short-term analysis of these
equities. The Company will not invest the Client’'s assets into individual bonds, in this program, unless specifically
requested to do so by the Client.

This investment program is designed to seek to achieve broad market diversification and exposure with the utilization of
broad market segment ETF’s in an attempt to create competitive market returns with a reduced risk signature. Potential
investment vehicles of choice may be the purchase of the SPY for S&P 500 exposure, QQQQ for Nasdag 100 market
exposure, and DIA for Dow Jones Industrial Average 30 stocks. In addition, management may choose to utilize invest-
ment vehicles that may be Double leveraged ETF’s. Examples of these would be DDM for the Dow, SSO for the S&P,
QLD for the Nasdaq market, and MVV for the Mid-cap 400 market. Any ETF not listed above that fulfills similar objec-
tives of this program may be considered, as well. The Company may choose to be 100 % in any one of the said invest-
ments at any point in time, or a combination of the above depending on market conditions. This Broad sector ETF pro-
gram utilizes the proprietary program as a major source of its research in determining overbought and oversold condi-
tions that will influence the level of investment exposure in this particular program.

This investment program is similar to the growth account signature of the other management programs referenced here-
in. This includes the same research methodology and stock selection process that attempts to identify superior alpha
driven stocks and sectors with the highest levels of both technical and quantitative ranking based on the proprietary pro-
gram utilized by the Company. However, this program will only focus on growth. There is no requirement to diversify into
income producing stocks and /or ETF’s to reduce risk exposure. In addition, this program will be more concentrated in
fewer stock investments that may further increase risk. This program is dedicated to attempting to create the highest
level of returns of all of the programs referenced herein.

We at Merrimac Corporate Securities, Inc recommend that before investing in any investment program, you must fully understand the strategy and risk associated with them. Although money manage-
ment services utilize proprietary analysis and systems, other resources and opinions may be utilized as an overall investment resource for these equity investment programs. Please review your select-
ed strategy with a licensed representative of Merrimac Corporate Securities, Inc and/or a representative of the Advisor firm you have chosen as suitable to your personal goals, objectives and risk toler-
ance.

Merrimac Asset Management Merrimac Corporate Securities, Inc. d/b/a Merrimac Asset Management is a member NASD, SIPC and is a regis-
951 Market Promenade Ave, Suite 2100 tered as an Investment Advisor, currently under the laws of various states. Copies of ADV Part | and ADV Part Il are
Lake Mary, FL 32746 available upon request.




