
TOPS® ETF Portfolios
An ETF-based disciplined process to help you  

achieve your personal investment goals.
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The TOPS® Advantage
THE OPTIMIZED PORTFOLIO SYSTEM

Translating Sound Investment Principles To Help Achieve Success
The Optimized Portfolio System® (TOPS®) is a portfolio of Exchange Traded Funds (ETFs) with 
a disciplined process designed to help you achieve your investment goals. Directed by noted 
ETF Portfolio Strategist, ValMark Advisers, Inc., TOPS® combines a unique investment process 
with the financial strength of the industry’s leading ETFs and money managers. Together, they 
offer investors:

 ■ The Ability to Potentially Manage Risk and Maximize Return

While many investments force you to choose between high risk and low return, TOPS® 
can help you effectively manage risk and maximize relative performance. To achieve 
this balance, TOPS® uses a variety of risk-based portfolios composed primarily of ETFs 
that represent numerous asset classes—from conservative to aggressive. Each portfolio 
provides a separate risk/return combination to give you ultimate control in selecting the 
portfolio best suited for your goals (see chart in sidebar).

 ■ An Objective, Disciplined Methodology

In determining the TOPS® portfolio allocations, the TOPS® Portfolio Management Team 
carries out a disciplined portfolio management process. The Team regularly reviews 
available ETFs to ensure the TOPS® Portfolios are:

• Allocated in the most suitable and efficient manner

• Continuing to utilize only the most appropriate holdings

 ■ A Goal Directed Approach to Investing

While TOPS® Portfolios offer the advantages of exchange traded funds, they also provide 
you with the ability to:

• Determine the level of risk acceptable to you

• Pursue a strategic asset allocation strategy best suited for your investment time horizon 
and risk tolerance

• Diversify investments among many asset classes

Matching Your Portfolio To Your Goals
Each TOPS® portfolio provides a separate 
risk/return ratio to give you ultimate control 
in selecting the portfolio best suited for 
your goals.
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Exchange-Traded Funds
THE INVESTMENT CREATED FOR INSTITUTIONS IS NOW AVAILABLE TO PRIVATE INVESTORS

Exchange Traded Funds (ETFs) are one of the world’s fastest growing investment vehicles, with 
$4.3 Trillion in assets at the end of 2019 (Source: Morningstar) and have become a favored 
investment vehicle among leading institutional money managers. ETFs uniquely combine the 
features of stocks and mutual funds into one seamless vehicle, providing advantages that 
appeal to institutional and private investors alike.

What Are Exchange-Traded Funds?
Exchange Traded Funds are passively managed baskets of securities that trade on a national 
exchange like individual stocks. Just like mutual funds, ETFs are funds composed of various 
underlying stocks, bonds, or commodities. ETFs are different than mutual funds in that they 
trade throughout the day on a market exchange, like a stock. Most ETFs are designed to track 
indexes, (such as the S&P 500), a subset of an index, or a specific industry. From an organizational 
standpoint, ETFs are most often filed under the same legal representation as mutual funds.

ETFs Combine The Features Of Two Vehicles Into One

INDIVIDUAL  
STOCKS

MUTUAL  
FUNDS

ETFS

LOW COST   •

LIQUID   •

TRANSPARENT   •

• RISK MANAGEMENT

• DIVERSIFICATION

• PROFESSIONAL 
MANAGEMENT

Why Is Diversification Important?
While an ETF may be just one fund, it is comprised of many underlying positions. This high level 
of diversification may help to remove some of the risk that occurs in holding individual equities 
(stock), bonds or focused mutual funds.1

What Are The Potential Features Of ETFs?
ETFs offer many of the same features as mutual funds, such as diversification and 
professional management, but with the added advantages of lower costs, reduced cash drag, 
transparency and index tracking.1

Index Tracking
ETFs are designed to track an underlying index, such as the S&P 500. Indices tend to 
outperform the average active management fund over extended periods of time. The chart 
on the following page is based upon an annual study performed by Standard & Poor’s that 
shows the percentage of equity funds that were outperformed by their respective index or 
benchmark. (Source: S&P Indices Vs. Active Funds Scorecard, Year-End 2019.) Due to the fact 
that ETFs track indexes closely, it is unlikely that an individual ETF investment will outperform 
its respective index.

Features of ETFs2

Low Cost

ETFs are designed to track an underlying 
index instead of attempting to beat that 
index, unlike most mutual funds. This goal 
lends itself to a lower overall cost for ETFs 
versus their mutual fund competitors.

AVERAGE COSTS

ETF IN TOPS® 0.10%

MUTUAL FUND 0.52%

Source: Morningstar, ICI, 12/31/2019. TOPS® 
weighted average expense ratio as of 12/31/2019. 
Percentages do not reflect actual program fees.

Liquidity

Due to the fact that ETFs trade throughout 
the day, like stocks, the managers of 
the TOPS® Portfolios have the ability to 
manage the accounts throughout the day. 
We believe this intraday liquidity is an 
advantage TOPS® Portfolios hold over other 
mutual funds.

Reduced Cash Drag

Mutual funds must maintain a certain 
amount of cash in their portfolio at all 
times to allow for redemption of shares by 
investors. ETFs are traded on an exchange 
and do not require this large cash cushion. 
This allows investors to be nearly fully 
invested at all times.

Consistent and Transparent

Due to the fact that ETFs track indices, 
they tend to stay consistent in their 
investment style. Consistency enables 
the TOPS® team to work to effectively 
manage your portfolio, instead of trying to 
guess what mutual fund managers will do 
next. Likewise, you can keep tabs on your 
ETFs, as ETFs exercise full transparency of 
holdings and post their holdings online.

1. Diversification does not assure a profit or protect against loss in a declining market.

2. Risks of ETFs

ETFs are subject to investment advisory and other expenses, which will be indirectly paid by a Portfolio. ETFs are also subject to brokerage and other trading costs, which could result 
in greater expenses to the Portfolio. Because the value of ETF shares depends on the demand in the market, the adviser may not be able to liquidate the Portfolio’s holdings at the most 
optimal time, which could negatively affect performance. Each ETF is subject to specific risks, depending on the nature of the ETF. These risks could include liquidity risk, sector risk, 
foreign and emerging market risk, as well as risks associated with real estate investments and natural resources.
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Active vs. Index
THE POTENTIAL ADVANTAGES OF INDEX MANAGEMENT AND EXCHANGE TRADED FUNDS

While investors have historically relied upon actively managed mutual funds to achieve 
diversification and asset allocation, most actively managed mutual funds have underperformed 
market indexes over time, as indicated below.

PERCENTAGE OF MUTUAL FUNDS OUTPERFORMED BY BENCHMARKS

Fund Category Comparison Index 1 Year 3 Year 5 Year 10 Year 20 Year

All Large Cap Funds S&P 500 60.33% 69.71% 75.27% 82.32% 94.00%

All Mid Cap Funds S&P MidCap 400 50.68% 53.49% 59.68% 72.80% 88.03%

All Small Cap Funds S&P SmallCap 600 45.52% 57.04% 65.12% 76.31% 88.06%

International Funds S&P International 700 54.62% 63.30% 74.37% 79.51% 91.25%

Investment Grade  
Long Term Bond Funds

Barclay’s US 
Government/Credit Long

94.38% 97.73% 97.80% 98.37% -

Source: SPIVA Year-End 2020. The above chart is for illustrative purposes only. Past performance does not 
indicate future results. S&P 500: Widely regarded as the best single gauge of the U.S. equities market, this 
market capitalization weighted index includes a representative sample of 500 leading companies in leading 
industries of the U.S. economy and provides over 80% coverage of U.S. equities. S&P MidCap 400: This index 
consists of 400 mid-sized companies and covers approximately 7% of the U.S. equities market. S&P SmallCap 
600: This index consists of 600 smallcap stocks and covers approximately 3%of the U.S. equities market. S&P 
700: This index measures the non-United States component of the global equity markets. The index covers all 
of the regions included in the S&P Global 1200 except for the United States (S&P 500). Barclays Capital Long 
Government/Credit Bond Index: This index covers corporate and noncorporate fixed-income securities that are 
rated investment-grade and have maturities greater than ten years. Investors cannot directly invest in an index 
and unmanaged index returns do not reflect any fees, expenses or sales charges.

It is important to note there are different risks associated with each asset category listed above. These include, 
but are not limited to: securities of small and medium capitalization companies may be subject to more abrupt or 
erratic market movements than those of larger, more established companies or the market averages in general; 
Investments in foreign securities could subject the Fund to greater risks including, currency fluctuation, economic 
conditions, and different governmental and accounting standards; and fixed income securities are subject to the 
risk that securities could lose value because of interest rate changes, as well as prepayment and credit risks.

The Potential Index Advantage
Index-based Exchange Traded Funds, on the other hand, have historically provided better 
performance than the typical mutual fund. In addition, ETFs allow you to take full advantage of 
the features of asset allocation and portfolio diversification, while also giving you the ability to 
better track market performance. The result is market exposure that seeks to match that of the 
actual index.

The Critical Link: The Portfolio Strategist
Although many investors recognize the importance of diversification and asset allocation, investors 
left on their own tend to under-perform market indices (see chart at right). It is easy to understand 
why it is difficult for many investors to respond appropriately to market fluctuations, investment 
news and world events instead of maintaining a disciplined and strategic process. 

Having a professional portfolio strategist provide the discipline of structured model portfolios helps 
remove inefficient actions. As a result, investment performance can be more closely aligned with 
the appropriate market indices and potentially achieve greater success in the long run.

MARKET RETURNS VS.  
TYPICAL INVESTOR
Returns For Equities Market  
(2011-2020) I Source: Dalbar, Inc.

13.9%

10.2%

AVG. EQUITY  
FUND INVESTORS&P 500 INDEX

UNDERPERFORMANCE
BY SINGLE INVESTORS

Source: Dalbar, Inc., 2011-2020.

The S&P 500 Index is a widely used market 
capitalization weighted index representing the 500 
largest U.S. based companies.

The average equity investor refers to the universe of 
all equity mutual fund investors whose actions and 
financial results are restated to represent a single 
investor. This approach allows the entire universe 
of equity mutual fund investors to be used as the 
statistical sample, ensuring ultimate reliability. 
Average equity fund investor performance results 
are calculated using data supplied by the Investment 
Company Institute. Investor returns are represented 
by the change in total mutual fund assets after 
excluding sales, redemptions and exchanges. 
This method of calculation captures realized and 
unrealized capital gains, dividends, interest, trading 
costs, sales charges, fees, expenses and any other 
costs. After calculating investor returns in dollar 
terms, two percentages are calculated for the period 
examined: Total investor return rate and annualized 
investor return rate. Total return rate is determined 
by calculating the investor return dollars as a 
percentage of the net of the sales, redemptions and 
exchanges for each period. Past performance is no 
guarantee of future results.
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TOPS®: A Time-Tested Process
BUILDING BLOCKS AIMED AT PROVIDING SUCCESSFUL INVESTING

 ■ Meet With Your Financial Advisor

The TOPS® Process begins with a meeting between you and your financial advisor. After 
identifying your goals, risk tolerance and investment time horizon, you and your advisor 
can choose the most suitable TOPS® Portfolio in which to invest your assets.

 ■ ETFs Are Selected And Monitored

Your assets are invested in the TOPS® Portfolios developed and managed by ETF portfolio 
strategist, ValMark Advisers, Inc. Using the TOPS® Investment Disciplines, ValMark Advisers 
selects and monitors best-in-class ETFs for TOPS® Portfolios. Only ETFs meeting ValMark’s 
stringent criteria are chosen from a selection of world-class investment providers such as 
iShares™, Vanguard™, State Street™ and others.

 ■ Ongoing Professional Management Of TOPS® Portfolios

Strategist, ValMark Advisers determines the right mix of asset classes and investment 
selections for each TOPS® Portfolio consistent with the goals of the respective portfolio. The 
TOPS® Portfolio Management Team regularly reviews available ETFs to ensure that TOPS® 
Portfolios are allocated in the most suitable and efficient manner using appropriate holdings.

VALMARK ADVISERS, INC.  
ONE OF THE LONGEST RUNNING ETF PORTFOLIO MANAGEMENT SYSTEMS IN THE U.S.

Your assets are invested in TOPS® ETF Portfolios, developed and managed by ETF Portfolio 
Strategist, ValMark Advisers, Inc. TOPS® is one of the longest running ETF portfolio management 
systems in the U.S. Started in 2002, the system is utilized for over $4.9 billion of assets. ValMark 
Advisers, Inc. is the ETF Portfolio Manager for Separately Managed Accounts, Bank Trusts, 
Collective Investment Funds (401(k)s), and Variable Insurance Trusts used in variable annuity and 
life insurance options. Valmark Advisers, Inc. is a Registered Investment Adviser headquartered at 
130 Springside Drive, Suite 300, Akron, Ohio 44333.

NOW THAT YOU HAVE THE CRITICAL INFORMATION NEEDED TO TAKE THE FIRST STEP, TALK 
WITH YOUR FINANCIAL ADVISOR IN ORDER TO IMPLEMENT YOUR PORTFOLIO.

TOPS® Methodology
In determining the TOPS® portfolio 
allocations, ValMark Advisers, Inc. uses a 
disciplined investment process.

The Importance Of Asset Allocation
Studies have shown that asset allocation 
is the single most important factor in 
determining returns from investing. 
Asset allocation attempts to maximize 
return while maintaining an acceptable 
level of risk. Different asset classes 
produce their strongest returns under 
different market conditions. Therefore, 
allocating assets across multiple classes 
helps reduce risk by distributing dollars 
among different asset classes and styles 
that do not move in tandem.

Are you  
ready to take  

control of your  
investment  

future?
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TOPS® ETF Portfolios assess fees and expenses that are separate and distinct 
from each respective underlying variable annuity or fund option.

Early withdrawals or surrenders may be subject to surrender charges 
(contingent deferred sales charges). Withdrawals of taxable amounts are 
subject to ordinary income tax and, if taken prior to age 59½, a 10 percent 
federal tax penalty may apply. For tax purposes only, withdrawals will come 
first from any gain in the contract. Federal and state tax laws in this area 
are complex and subject to change. Consult your personal tax adviser 
on all taxmatters. Withdrawals will generally reduce the death benefit, 
Contract Value and any living benefit amount. Guarantees based upon the 
claimspaying ability of the Issuer. Guarantees do not apply to the investment 
performance or account value of the underlying variable portfolios.

Variable annuities are long-term investments designed to accumulate money 
on a tax-deferred basis for retirement purposes. Upon retirement, variable 
annuities may pay out an income stream of a series of payments or a lump 
sum. If you die during the accumulation or payout phase, your beneficiary 
may be eligible to receive any remaining contract value. Product, product 
features and rider availability vary by state.

Variable annuities are sold by prospectuses, which contain more complete 
information including fees, contingent deferred sales charges and other 
costs that may apply.

Contact your registered representative to obtain current prospectuses. Please 
read the product and fund prospectuses carefully before you invest or send 
money. Investors should consider the investment objectives, strategies, risk 
factors, charges and expenses of the underlying variable portfolios carefully 
before investing. The fund prospectus contains this and other information 
about the underlying variable portfolios.

As with all mutual funds, there is the risk that you could lose money through 
your investment in the portfolios. Many factors affect the portfolios’ net 
asset value and performance. The portfolios may be subject to credit risk 
where issuers might not make payments on debt securities, resulting in 
losses. By investing in ETFs, the cost of investing in a portfolio will be higher 
than the cost of investing directly in the ETFs and may be higher than other 
mutual funds that invest directly in stocks and bonds. Foreign investing 

involves risks not typically associated with U.S. investments, including 
adverse fluctuations in foreign currency values, adverse political, social and 
economic developments, less liquidity, greater volatility, less developed or 
less efficient trading markets, political instability and differing auditing and 
legal standards. Foreign equity securities denominated in non- US dollar 
currencies will subject a Portfolio to currency trading risks that include market 
risk and country risk.

The portfolio’s futures contract short positions carry additional risks in that 
they may not provide an effective hedge because changes in futures contract 
prices may not track those of the ETFs they are intended to hedge. Futures 
create leverage, which can magnify a portfolio’s potential for gain or loss 
and, therefore, amplify the effects of market volatility on a portfolio’s share 
price. The portfolio’s positions in lower-quality bonds, known as “high yield” 
or “junk” bonds, present greater risk than bonds of higher quality, including 
an increased risk of default. The portfolios are also subject to different types 
of management risk such as the sub-adviser’s portfolio protection strategy 
may not effectively protect the portfolio from market declines and may limit 
the Portfolio’s participation in market gains. The Portfolios’ exposure to 
companies primarily engaged in the natural resource markets may subject a 
Portfolio to greater volatility than the securities market as a whole.

Natural resource companies are affected by commodity price volatility, 
changes in interest rates, or factors affecting a particular industry or 
commodity, such as drought, floods, weather, livestock disease, embargoes, 
tariffs, and international economic, political and regulatory developments. 
Positions in small or medium capitalization company stocks may subject the 
portfolios to additional risk since they are subject to more abrupt or erratic 
market movements than those of larger, more established companies.

Investors should carefully consider the investment objectives, risks, 
charges and expenses of the TOPS® ETF Portfolios. This and other 
important information about the portfolios are contained in the prospectus, 
which can be obtained by calling 1-855-572-5945. The prospectus should 
be read carefully before investing.

The TOPS® ETF Portfolios are distributed by Northern Lights Distributors, 
LLC, member FINRA/SIPC. Northern Lights Distributors, LLC is not affiliated 
with ValMark Advisers, Inc.
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