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Part 2A of Form ADV:  Firm Brochure 

 

Item 1 Cover Page 
 

The Absolute Return, LLC 
1427 Wedgewood Drive 

Saline, MI  48176 
 

www.theabsolutereturn.com 
 

 
 
 
 
 
 
This brochure provides information about the qualifications and business practices of 
The Absolute Return, LLC. If you have any questions about the contents of this brochure, 
please contact us at 888-412-4591. The information in this brochure has not been 
approved or verified by the United States Securities and Exchange Commission or by any 
state securities authority.  
 
Additional information about the Absolute Return, LLC also is available on the SEC’s 
website at www.adviserinfo.sec.gov. 
 
Disclosure: Registration as a “Registered Investment Adviser” does not imply a certain 
level of skill or training. 

 

http://www.theabsolutereturn.com/
http://www.adviserinfo.sec.gov/
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Item 2 Material Changes 
 

Material changes from our last annual update will be provided on this page.   
 

No material changes. 
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Item 4 Advisory Business 
 

 
A. The Absolute Return, LLC (“Adviser”) provides continuous investment supervisory 

services through its fee-based Managed Portfolio Program. The Adviser offers 
investment portfolios with targeted return and drawdown parameters. The firm 
was founded in March, 2010. The privately-held firm is 100% owned by its 
Principals, Puneet Gupta and Robert Palmerton. 

B. Types of Advisory Services.  

1. Fee-based Portfolio Management - The Adviser provides continuous 
investment supervisory services through its fee-based managed portfolio 
program in conjunction with an unaffiliated custodial and platform firm.  The 
services offered under the portfolio management program include 
investment selection, timing for entry and exit for investments, active or 
dynamic asset allocation, portfolio rebalancing, and performance reporting. 
The Adviser uses technical, fundamental and macro-economic models with 
the objective to harness market volatility and trends into positive “absolute” 
returns by aligning investments dynamically with short-to-intermediate-
term market trends in all liquid asset classes.  Portfolio returns are targeted 
relative to the “risk-free” rate as defined by the yield from 3-month Treasury 
Bills.  Adviser manages its portfolios largely comprised of Exchange-traded 
funds (ETF’s), representative of all asset classes (equities, bonds, 
commodities, currencies), with long and short as well as leveraged and 
unleveraged positions. Tactical asset allocation is deployed in the portfolios 
as opposed to conventional Buy-and-Hold strategies, which will result in 
relatively high turnover.  Hence, investors can expect portfolio performance 
that is un-correlated to the markets.  

2. Research Reports about securities - Research reports on specific securities or 
markets may be offered by the Adviser for either a flat-fee or hourly basis. 
Flat fees range from $150 to $10,000 per report and hourly rates range from 
$150 to $300 per hour. Generally fees for these services are billed after the 
service is provided.  Fees and hourly rates are negotiable. The Adviser does 
not collect more than $500 in advance for a period of six months or more. See 
Note 3 for termination disclosures. 

3. Market-timing services - Active asset allocation services customized to 
investment options available in a client's account that is captive with an 
employer for individual investors or for captive assets at institutional 
investors are available in the form of a custom market-timing service. Buy 
and Sell recommendations for specific securities available in the client's 
captive account may be offered by the Adviser as a continuous service to the 
client.  The fee structure for such a service could include a one-time fee of up 
to $5,000 for development of custom investment strategies for the client or 
adapt Adviser's market timing models to the investment options available to 
the client.  This one-time fee is due after completion of Adviser's customized 

http://theabsolutereturn.com/strat/
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strategy development, but prior to beginning the custom market timing 
service.   In addition, annual fees of up to 2.5% of assets managed, billed at 
the beginning of each calendar quarter or prorated at the beginning of the 
service will be charged by Adviser.  Both the one-time fees and annual fees 
are negotiable.  The annual program fee shall be prorated and charged 
quarterly, in advance, as stipulated in Item 5B.  See Item 5D for refund of fees 
in the event of early termination.  

C. A client’s investment funds are allocated to the Adviser portfolios using Adviser’s 
“Portfolio Selection Form” based on the client’s investment profile and risk 
tolerance, which are described in the “Client Investment Profile” document that 
clients complete in the application process.  A client may not impose restrictions on 
investing in certain securities or types of securities in the defined portfolios. 

D. Adviser does not participate in a wrap fee program. 
E. As of March 2018, Adviser managed approximately $950,000 on a discretionary and 

non-discretionary basis under contract with The Absolute Return LLC.   For 
inclusion in the Adviser's managed portfolio programs, the Adviser requires clients 
under discretionary management to grant the Adviser discretion with respect to 
investment selection, amounts invested, and time/price of investment purchases or 
sales.  This is done through the Client Investment Advisory Contract.  Complete 
transparency is maintained with respect to actual transactions in client accounts as 
all clients have on-line access to their accounts with end-of-day transaction 
reporting and account access options provided.  No other form of discretion will be 
exercised by the Adviser or is authorized for its IARs. 
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Item 5 Fees and Compensation 
 

A. Fees under the Portfolio Management Program are negotiable and vary based on 
asset size.  

Annual Adviser Fees for portfolio management services are as follows: 
 

Assets Annual Adviser Fee 
$25,000 up to $250,000 2.50% 
Next $250,000 2.40% 
Next $500,000 2.25% 
Next $1,000,000 2.00% 
Next $3,000,000 1.75% 
Amount over $5,000,000 Negotiable 

 
The Adviser Fee is based on assets within each tier. For example, if total Assets 
invested are $2,500,000, the first $250,000 are assessed a 2.50% fee, the portion of 
assets from $250,000 to $500,000 are assessed a 2.40% fee, the portion of assets 
from $500,000 to $1,000,000 are assessed a 2.25% fee, the portion of assets from 
$1,000,000 to $2,000,000 are assessed a 2.00% fee, and the last portion of assets 
from $2,000,000 to $2,500,000 are assessed a 1.75% fee, for a total annualized fee of 
$52,250 which is a net 2.09% of the invested assets in this example.  

B. Fees are deducted from clients’ assets under management. 
C. Clients will incur brokerage and other transaction costs which are deducted from 

clients’ assets under management directly by the broker/custodian.  Section 12.A.  
discusses Adviser’s brokerage service. 

D. The Adviser fee is prorated and charged quarterly, in advance, based on the 
account’s ending asset value for the prior quarter. The client will receive a refund if 
the client removes its assets under management, or a portion thereof, during the 
quarter that was billed in advance. The refund will be sent by check to the client and 
will be calculated based on the number of days of the calendar quarter during which 
the assets were no longer managed.  Refund = Quarter's assessed fees x Calendar 
days remaining in quarter (after termination notice received by Adviser) / Total 
Calendar days in that quarter. For example, a client with $100,000 in Assets under 
Adviser Management as of March 31st, with an annual fee of 2.5% assessed 
quarterly would be invoiced $625 for the quarter beginning April 1st (2.5% x 
$100,000 / 4).  If this client terminated the Investment Advisory Contract and the 
Adviser received the termination notice on April 30th, 2010, the number of days 
remaining in the quarter from May 1st to June 30th would be 60.  Since the total 
number of days in the quarter (from April 1st to June 30th) is 90, the refund to the 
client would be $625 x 60 / 90 = $416.67. 

E. None of Adviser’s supervised persons accepts compensation for the sale of 
securities or other investment products.  
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Item 6 Performance-Based Fees and Side-By-Side 
Management 
 

 

The Adviser does not charge performance-based fees or engage in side-by-side 
management. 
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Item 7 Types of Clients 
A. The Adviser provides portfolio management services to individual investors, 

either directly or through wealth management firms, and to companies, trusts, 
estates, or charitable organizations. 

B. The minimum new account size is $30,000 to $50,000, depending on the portfolio 
selected. 
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Item 8 Methods of Analysis, Investment Strategies and Risk 
of Loss 
 

A. The Adviser uses a Market Forecast methodology and a Market Trend 
methodology in its portfolios. These methodologies use a blend of technical, 
fundamental, and macro-economic factors to determine asset allocation. Portfolio 
management includes investment selection, timing for entry and exit for 
investments, active or dynamic asset allocation, and portfolio rebalancing. The 
Adviser uses technical and relative strength analysis as its primary tool. Technical 
analysis includes wave and cycle theory, as well as identifying those asset classes 
that are exhibiting positive relative strength trends. The Adviser invests primarily 
in highly liquid Exchange Traded Funds (ETF’s), including leveraged ETF’s. The 
Adviser may supplement returns and manage risk through futures and options, 
and securities of individual companies and bonds. Investing in securities and the 
aforementioned financial instruments involves risk of loss that clients should be 
prepared to bear. 

B. Market Forecasting methodology. This approach uses Elliot Wave and Cycle 
theory as well as analysis of patterns (fractals) in technical analysis, to position 
portfolios to target absolute returns regardless of market direction. Positions may 
be entered contrary to the current market trend in anticipation of a change in 
trend. Leveraged ETF’s are frequently used to maximize participation in the trend 
change.  The risk in this strategy is that the Market Forecasting methodology may 
be early to a trend change, or may be incorrect in assessing a trend change, and 
therefore may incur a drawdown prior to the anticipated trend change occurring. 
This strategy may also incur frequent trading which can adversely affect 
transaction costs and have tax implications due to short-term capital gains and 
wash sales. A drawdown target is applied to manage downside risk. 

C. Market Trend methodology. This approach uses technical trend-following 
methodologies to participate in a current trend to position portfolios for absolute 
returns in up and down markets. Leveraged ETF’s are frequently used to 
maximize participation in the trend change. The risk in this strategy is that it may 
be late to a trend change and therefore may incur some drawdown prior to 
participating in the current trend.  This strategy may incur frequent trading which 
can adversely affect transaction costs and have tax implications due to short-term 
capital gains and wash sales.  A drawdown target is applied to manage downside 
risk. 
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Item 9 Disciplinary Information 
The Adviser and its supervised persons have not been subject to legal or disciplinary 
events that are deemed material to a client’s or prospective client’s evaluation of the 
Advisory business or the integrity of its management.  

 

 

 



11 

 

 

 

 

Item 10 Other Financial Industry Activities and Affiliations 
 

Neither the Adviser nor any of its supervised persons have other financial industry 
activities or affiliations. 
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Item 11 Code of Ethics, Participation or Interest in Client 
Transactions and Personal Trading 
 

A. Pursuant to Rule 204A-1 under the Advisers Act, Registered Investment 
Advisers are required to have a Code of Ethics.  As a fiduciary, The Absolute 
Return, LLC, and its Investment Adviser Representatives (IARs) are committed 
to reflecting the highest standards of professional conduct, ethical behavior and 
personal integrity.  The Absolute Return, LLC, has established written 
standards of conduct expected of its IARs.   Among other things, the Adviser's 
IARs must: 

 
1. Make the best interest of the Advisory client their primary concern 
2. Avoid taking inappropriate advantage of their position 
3. Conduct all personal securities transactions in full compliance with The 

Absolute Return, LLC's “Code of Ethics” 
  

A client may request a copy of The Absolute Return, LLC's Code of Ethics by 
sending a written via email to info@theabsolutereturn.com 

 
B. Adviser’s IAR may invest in securities identical or similar to those invested in the 

portfolios on a personal basis.  The timing of these transactions may differ from 
the timing of similar transactions in the portfolios. Due to the high volume and 
liquidity of securities chosen, Adviser does not anticipate any conflict of interest 
with regards to the timing of such transactions.  For transactions with a 
potentially material impact, no identical securities will be purchased or sold by 
the Adviser or its associated persons prior to purchases or sales made in the 
client's accounts. Adviser IAR’s personal trading accounts are available for 
inspection on a regular basis. 

 

 

 

 

 

mailto:info@theabsolutereturn.com
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Item 12 Brokerage Practices 
 

A. The Adviser conducted a thorough evaluation of custodians and platform 
companies to determine the custodian/platform combination which provides 
optimum total value to the client with respect to platform and transaction 
charges while providing an efficient platform to manage model based tactical and 
dynamic asset allocation strategies and the required mix of asset styles for the 
portfolio managers, and financial strength and stability of the custodian and 
platform firm.  Clients who choose to participate in a managed portfolio are 
choosing this pre-selected custodian and platform vendor.  Interactive Brokers 
LLC has been selected as the Prime Brokerage and Custodian because they 1) 
offer one of the lowest cost structures in the industry for transaction costs for the 
Adviser's actively managed portfolios, 2) Provide access to equities, bonds, 
options, futures, Forex, and global exchanges from a single account which are the 
instruments used in the Adviser's managed portfolios, 3) are recognized by 
independent measurements as having significantly better execution than the 
industry in for data in the second half of 2009, 4) have been awarded a 4.5 star 
rating by Barron's magazine in the "Best for International Traders" category, 5) 
provide investment protection through SIPC coverage (and excess coverage up to 
$29.5M including $900K in cash from Lloyds of London), and 6) is an investment 
grade company with a strong balance sheet and state of the art risk management 
procedures and systems.  Additional disclosures related to brokerage practices 
are below: 

1. Research and Other Soft Dollar Benefits. Adviser does not receive research 
or other products or services other than execution from its broker-dealer. 

2. Brokerage for Client Referrals. Adviser has not chosen broker-dealer based 
on Adviser or any related person receiving any referrals from broker-
dealer or third party for selection of that broker-dealer. 

3. Directed Brokerage. Adviser does not routinely recommend, request or 
require that a client direct Adviser to execute transactions through a 
specified broker-dealer. 
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Item 13 Review of Accounts 
 

A. Adviser reviews client accounts internally on a monthly basis and occasionally on 
a weekly basis depending on market volatility. Items included in the review are 
performance versus relevant benchmarks and target, and drawdown relative to 
target. Each IAR is responsible for reviewing client performance with the client on 
an annual basis at a minimum.  

B. Adviser’s broker-dealer provides each client with online access to its daily Activity 
Statement and other reports. Broker-dealer emails each client on a daily basis that 
the prior day’s activity report is available for viewing. Adviser uses the data from 
these reports to compile performance information noted in 13.A above. 
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Item 14 Client Referrals and Other Compensation  
 

A. No persons or entities who are not clients provide an economic benefit to Adviser 
for providing investment advice or other Advisory services.  

B. Adviser does not directly or indirectly compensate any person who is not a 
supervised person for client referrals. 
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Item 15 Custody 
 

Adviser does not have custody of client funds or securities. Adviser confirms with actions 
required per Release 93-3-BD of the Michigan Corporation and Securities Bureau for 
deducting Advisory fees directly from client accounts 
 

To comply with the Michigan Uniform Securities Act where advisory fees are directly 
deducted from Client Accounts, the following actions required by Release 93-3-BD of the 
Michigan Corporation & Securities Bureau will be followed.  The authorization for fee 
deduction is limited to contractually agreed-upon Investment Advisory fees, where the 
frequency of fee withdrawal has been specified in the written contract, and the custodian 
has been provided with a copy of this written contract.  The client will be notified by at 
least first class mail no less than seven (7) days prior to the proposed date of withdrawal 
of the exact amount of the proposed withdrawal and the specific basis on which the fee 
has been calculated, at the same time as the bill is sent to the custodian.  The client will 
have an opportunity to object to the invoiced amount in a manner specified in the notice.  
The custodian will provide, no less than quarterly, a regular statement indicating all 
amounts disbursed from the client accounts including, separately, the amount of advisory 
fees paid.  It is the client's responsibility to verify the accuracy of the fee calculation.  The 
custodian will not determine whether the fee has been properly calculated. The client is 
able to terminate the contract containing the written billing authorization at any time by 
providing a written notice to the Adviser. 
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Item 16 Investment Discretion  
 

Adviser exercises discretionary authority over investment decisions. Adviser is authorized, 
without prior consultation with Client, to buy, sell, trade, and allocate in and among 
securities. Client grants Adviser this discretionary authority by signing the Adviser’s 
Investment Advisory Contract. For non-discretionary account, Adviser acts on instructions 
of the account owner. 
 

 

  



19 

 

 

 

 

 

Item 17 Voting Client Securities 
 

Adviser (unless provided otherwise in writing) shall be responsible for directing the 
manner in which proxies solicited by issuers of securities beneficially owned by the 
Client shall be voted. The Client shall maintain exclusive responsibility for all legal 
proceedings and other type events pertaining to the assets, including, but not limited to, 
class action lawsuits.  Adviser acknowledges and agrees that it has a fiduciary obligation 
to its clients to ensure that any proxies for which it has voting authority are voted solely 
in the best interests and for the exclusive benefit of its clients. 
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Item 18 Financial Information 
A. Adviser does not require or solicit prepayment of more than $500 in fees per 

client, six months or more in advance, and is therefore not subject to providing 
financial information in this document. 

B. Adviser, who has discretionary authority, has no financial conditions that are 
reasonably likely to impair its ability to meet contractual commitments to clients. 

C. Adviser has not been the subject of a bankruptcy petition at any time during the 
past ten years. 
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Item 19 Requirements for State-Registered Advisers 
 

A. Principal executive officers, also defined as supervised persons of Adviser.  

1. Robert F. Palmerton, Jr., C.M.T., D.O.B. 4/26/1960. Fordham University, 
B.A., Economics, 1982; University of Michigan, Ross School of Business, 
M.B.A. Finance, 1984; Chartered Market Technician, Market Technicians 
Association, 2009; 9/13 to current, Director of Finance and Administration, 
Image Data Conversion, LLC; 3/10 to current, The Absolute Return, LLC, 
Member; 7/03 to 6/10 Online Tech., Inc., Chief Financial Officer; 6/01 to 
7/03, VentureGrowers LLC., Managing Director; 1993 to 2001, ADP Inc., 
Director of Finance/Controller. 

2. Puneet Gupta, D.O.B. 12/22/1968. Indian Institute of Technology, Madras, 
India, B. Tech. Electrical Engineering, 1990; University of Texas at Austin, 
M.S. Electrical Engineering, 1992; Mr. Gupta is engaged full time as 

Commodity Strategy Manager at Cisco Systems, Inc., 

incorporating Macroeconomic factors to help develop and improve Cisco's 

Supply Chain Commodity and Network strategies. 3/10 to current, The 
Absolute Return, LLC, Chief Investment Officer; 10/08 to 5/10, H. Beck, 
Inc., Registered Representative; 11/04 to 9/08, Intel Corp., Sr. Program 
Manager; 8/00 to 10/04, Intel Corp., Engineering Manager.   

B. Other material Business Active Engagements. Mr. Palmerton is Director of Finance 
at Image Data Conversion, LLC and an active Director of PeopleForce Solutions, 
Inc. and Baseline Analytics. Mr. Gupta is also engaged in providing contract-based 
consulting services.  

C. No supervised persons are compensated for Advisory services with performance-
based fees.  

D. No supervised persons have been involved in any arbitration claim alleging 
damages in excess of $2,500 or a civil, self-regulatory organization, or 
administrative proceeding. 

E. Supervised persons have no relationship or arrangements with any issuer of 
securities. 

 

 


