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Smart Sector® Balanced Portfolios
(U.S. Equity/Fixed Income/International Equity)
The Smart Sector® Balanced Portfolios strategy combines 
the three Day Hagan/Ned Davis Research Smart Sector® 
quantitative investment strategies (the Smart Sector® with 
Catastrophic Stop, the Smart Sector® Fixed Income and the 
Smart Sector® International) to create a core asset allocation 
framework that supports various return/risk profiles. 
The Process is Based On the Weight Of The  Evidence
The strategy begins by overweighting and underweighting U.S. 
Sectors, International regions, and fixed income categories 
based on NDR’s Proprietary models. 
•	 Each of the models utilizes sector-specific, weight-of-

the-evidence composites of fundamental, economic, 
technical, and behavioral indicators to determine each 
area’s probability of outperforming the other categories. 

•	 Assets classes are weighted relative to corresponding 
benchmarks. 

When Market Risks Become Extraordinarily High - 
Reduce Your Portfolio Risk
•	 The model remains fully invested unless the Ned Davis 

Research Catastrophic Sell Stop (CSS) model is triggered, 
whereupon the areas which underperform during periods of 
market stress are trimmed. 

•	 The NDR Catastrophic Sell Stop model combines time-
tested, objective indicators designed to identify periods 
of high risk for the broad financial markets. The model uses 
price-based, breadth, deviation from trend, fundamental, 
economic, interest rate, behavioral and volatility-based 
indicator composites.

When Market Risks Return to Normal - Put Your Money 
Back to Work
•	 When the NDR Catastrophic Sell Stop model moves back to 

bullish levels, indicating lower risk, the strategy immediately 
moves back to fully invested.

Smart Sector® with  
Catastrophic Stop 
Combines trend, behavioral, 
fundamental and 
macroeconomic indicators 
in a weight-of-the-evidence 
approach to assign tactical 
asset weights vs. a cap-
weighted benchmark of 11 
sectors within the U.S. large-cap 
space. A market model gauging 
the health of the U.S. stock 
market is overlaid on the sector 
strategy to reduce overall equity 
exposure in times of market 
stress. 

Smart Sector® Fixed 
Income  
Combines macroeconomic and 
technical indicators to evaluate 
the relative attractiveness of 
eight fixed income ETFs across 
sectors and geographies. A 
daily risk management model 
blends macro, fundamental, 
technical, and behavioral 
indicators to gauge whether the 
environment warrants a higher 
or lower overall risk profile. 

Smart Sector® International
Combines trend, behavioral, 
fundamental and 
macroeconomic indicators 
in a weight-of-the-evidence 
approach to assign tactical 
asset weights across eight of 
the largest and approximately 
five of the smallest markets in 
an All Country World index ex-
U.S. A market model gauging 
the health of the stock market 
is overlaid on the International 
market strategy to reduce 
overall equity exposure in times 
of market stress. 

Smart Sector® Balanced Portfolios - For scenario analysis and model portfolio returns, 
please refer to this table, which can be accessed at: https://tinyurl.com/NDR-SSBP.

SAMPLE - FOR EDUCTIONAL PURPOSESS ONLY



EXPECTATIONS
How the market 
should be 
acting

TIMING
How the 
market 
is acting

How much equity 
exposure?

Lower expected risk = 
full equity exposure

Higher expected risk = 
50% equity exposure; 

50% cash

Catastrophic 
Stop Model 

(daily)

U.S. Sector 
Model 

(monthly)

U.S. Equity Core Model

Fixed Income Model

What is the risk profile 
of the equity market?

Where to allocate 
within equities?

• Communication 
Services

• Discretionary
• Energy
• Financials
• Health Care
• Industrials
• Materials
• Real Estate
• Staples
• Technology
• Utilities

Allocate according to NDR 
Fixed Income Allocation 

Model each month

Overweight sectors and 
geographies with tailwinds

• U.S. Treasurys
• TIPS
• MBS
• International Teasurys
• Floating Rate Notes
• U.S. Investment Grade
• U.S. High Yield
• Emerging Markets

International Equity Model

Fixed 
Income 

Influences

M
ac

ro 
Ec

onomic Fundamentals 

Behavio
ra

lTechnicals

65%

CORE

35%
EXPLORE

AUSTRALIA

CANADA

CHINA

FRANCE
GERMANY

JAPANSWITZERLAND

UNITED KINGDOM
Allocate across 8 of the 

largest markets in the 
ACWI ex-U.S. Index

Select ~5 from more 
than 20 smaller 

markets in the ACWI 
ex-U.S. Index



© Copyright Day Hagan Asset Management and Ned Davis Research, Inc. All Rights Reserved   |  These materials 
are historical and intended to be used only as examples, and do not necessarily reflect current views or advice 
of Day Hagan, NDR or its representatives.

NED DAVIS RESEARCH/DAY HAGAN ASSET MANAGEMENT DISCLAIMERS
The data and analysis contained within are provided “as is” and without warranty of any kind, either express or 
implied. The information is based on data believed to be reliable, but it is not guaranteed. NED DAVIS RESEARCH, 
INC. (NDR) AND . DAY HAGAN ASSET MANAGEMENT (DHAM) DISCLAIM ANY AND ALL EXPRESS OR IMPLIED 
WARRANTIES, INCLUDING, BUT NOT LIMITED TO, ANY WARRANTIES OF MERCHANTABILITY, SUITABILITY OR FITNESS 
FOR A PARTICULAR PURPOSE OR USE. All performance measures do not reflect tax consequences, execution, 
commissions, and other trading costs, and as such investors should consult their tax advisors before making 
investment decisions, as well as realize that the past performance and results of the model are not a guarantee 
of future results. The Day Hagan/Ned Davis Research Smart Sector Strategies are not intended to be the primary 
basis for investment decisions, and the usage of the model does not address the suitability of any particular 
investment for any particular investor.
Past performance may not be indicative of future results. Therefore, no current or prospective client should assume 
that the future performance of any specific investment or investment strategy (including the investments and/
or investment strategies recommended by the adviser) will be profitable or equal to past performance levels. 
All investment strategies have the potential for profit or loss. Changes in investment strategies, contributions, 
or withdrawals may materially alter the performance, strategy, and results of your portfolio. Different types of 
investments involve varying degrees of risk, and there can be no assurance that any specific investment will 
either be suitable or profitable for a client’s investment portfolio. Economic factors, market conditions, and 
investment strategies will affect the performance of any portfolio, and there are no assurances that it will match 
or outperform any particular benchmark.
There may be a potential tax implication with a rebalancing strategy. Rebalancing involves selling some 
positions and buying others, and this activity results in realized gains and losses for the positions that are sold. The 
performance calculations do not reflect the impact that paying taxes would have, and for taxable accounts, 
any taxable gains would reduce the performance on an after-tax basis. This reduction could be material to 
the overall performance of an actual trading account. NDR does not provide legal, tax or accounting advice. 
Please consult your tax advisor in connection with this material, before implementing such a strategy, and prior 
to any withdrawals that you make from your portfolio.
All opinions expressed herein are subject to change without notice, and you should always obtain current 
information and perform due diligence before investing. DHAM accounts that DHAM or its affiliated companies 
manage, or their respective shareholders, directors, officers and/or employees, may have long or short positions 
in the securities discussed herein and may purchase or sell such securities without notice. The securities mentioned 
in this document may not be eligible for sale in some states or countries, nor be suitable for all types of investors; 
their value and income they produce may fluctuate and/or be adversely affected by exchange rates, interest 
rates or other factors. These models were developed in conjunction with Ned Davis Research.
Clients engaging in this strategy will be advised by Day Hagan and will not have a contractual relationship with 
NDR. Day Hagan purchases signals from NDR, and Day Hagan is responsible for executing transactions on behalf 
of its clients and has discretion in how to implement the strategy
Day Hagan Asset Management is registered as an investment adviser with the SEC and only transacts business in 
states where it is properly registered or is excluded or exempted from registration requirements. SEC registration 
does not constitute an endorsement of the firm by the Commission nor does it indicate that the adviser has 
attained a particular level of skill or ability. Asset allocation and diversification do not ensure or guarantee better 
performance and cannot eliminate the risk of investment losses.
NDR is registered as an investment adviser with the Securities and Exchange Commission (SEC). NDR serves as the 
Signal Provider in connection with this strategy. The information provided here has not been approved or verified 
by the SEC or by any state or other authority. Additional information about NDR also is available on the SEC’s 
website at https://www.adviserinfo.sec.gov/. This material is provided for informational purposes only and is not 
intended as an offer or solicitation with respect to the purchase or sale of any security or other financial instrument 
or to participate in any trading strategy. NDR’s strategies, including the model discussed in this publication, are 
intended to be used only by sophisticated investment professionals.
© 2023 Ned Davis Research, Inc. | © 2023 Day Hagan Asset Management, LLC
© Copyright Ned Davis Research, Inc. All Rights Reserved | These materials are historical and intended to be used 
only as examples, and do not necessarily reflect current views or advice of NDR or its representatives.  
Investment advisory services offered through Donald L. Hagan, LLC, an SEC-registered investment advisory firm. 
Accounts held at Raymond James and Associates, Inc. (member NYSE, SIPC) and Charles Schwab & Co., Inc. 
(member FINRA, SIPC). Day Hagan Asset Management is a dba of Donald L. Hagan, LLC.
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