
TARGET DRAWDOWN SERIES UPSIDE/DOWNSIDE V. THE S&P 500 

How Cabana Manages Risk: 

Cabana numerically quantifies acceptable levels of risk by identifying a target drawdown percentage at the onset of 
the investment process and strives to stay within that range during adverse market conditions. Cabana’s Target     
Drawdown Portfolios range from a 5-20% target drawdown. Drawdown is defined as the maximum amount an         
investment can be expected to fall from peak to trough.  

 

Why This Works:  

This strategy allows clients to remain fully invested at all times, with the primary goal of minimizing drawdown, while 
still actively participating in favorable market conditions. We believe that this combination is the key to long-term     
success for investors.   

 

Why Upside/Downside Capture Matters:  

Upside and downside capture ratios quantify what percentage an investment gains or loses in a falling or rising         
market, respectively. Protecting against losses in falling markets can have a large impact on the total return of         
investments. For example, a 50% loss requires a 100% gain on the remainder  to break even. The ability to limit losses 
(or drawdown) can be essential to long-term investments. 

 

The below statistics provide an example of our efforts to protect against the downside in stressed market conditions 

(Q3 2018) and participate in the upside as market conditions recover (Q1 2019).  

October 2018—February 2019  

Downside Capture v. the S&P 500 (Oct. 1—Dec. 31)  

Core Tactical 7: 37%  

Core Tactical 10: 58%  

Core Tactical 13: 74% 

Core Tactical 16: 95% 

Core Tactical 20: 92% 

Upside Capture v. the S&P 500 (Jan. 1—Feb. 28) 

Core Tactical 7: 54% 

Core Tactical 10: 61% 

Core Tactical 13: 68% 

Core Tactical 16: 87%  

Core Tactical 20: 110%  

 To determine the above calculations, Cabana’s gross return for the time period noted is divided by that of 
the S&P 500. Cabana’s income and tax-efficient portfolios do not apply here, as they run on a variation of 
Cabana’s algorithm which manages drawdown differently and therefore they trade less frequently. 

Key Takeaway:  

Oftentimes, what matters most in overall return is not the amount of money made on the upside, but rather    

limiting losses on the downside.   

Investors should review the disclaimers found on page 2.  



IMPORTANT DISCLAIMERS 

• Cabana LLC, dba Cabana Asset Management (“Cabana”), is an SEC registered investment adviser. Cabana only 
transacts business in states where it is properly registered or is exempted from registration requirements. 
Registration as an investment adviser is not an endorsement of Cabana by securities regulators and does not 
mean that such investment adviser has achieved a specific level of skill or ability. Additional information      
regarding Cabana, including its fees, can be found in Cabana’s Form ADV, Part 2. A copy of which is available 
upon request or online at www.adviserinfo.sec.gov/. 

• This material is prepared by Cabana for informational purposes only. The opinions expressed reflect the   
judgement of the author, are as of the date of its publication and may change as subsequent conditions vary. 
The information and opinions contained in this material are derived from proprietary and nonproprietary 
sources deemed by Cabana to be reliable, are not necessarily all-inclusive and are not guaranteed as to       
accuracy. As such, no warranty of accuracy or reliability is given and no responsibility arising in any other way 
for errors and omissions (including responsibility to any person by reason of negligence) is accepted by        
Cabana, its officers, employees or agents. There is no guarantee that any forecasts or “forward looking”    
statements made will come to pass. The information provided here is neither tax nor legal advice. 

• Unless otherwise indicated, performance data, benchmark comparisons, and statistics are shown on a gross of 
advisory fees but net of trading costs.  Performance data is expressed in U.S. dollar currency and it includes 
the reinvestment of dividends and capital gains. Performance data and comparison to other benchmark      
indices are for illustrative purposes only. Other benchmark indices may materially differ from Cabana’s       
strategies and composites. SPY is designed to track the S&P 500 stock market index. Detailed information as to 
how performance returns and data are calculated can be obtained below and online from the following 
link: https://cabanaportfolio.com/Performance-Reporting-Methodology-Cabana.  

• Target drawdown is identified on a gross of advisory fees but net of trading costs basis. All investment        
strategies have the potential for profit or loss. All strategies have different degrees of risk. There is no         
guarantee that any specific investment or strategy will be successful, suitable or profitable for any investor. No 
client should assume that the future performance of any investment strategy will be equal to past                 
performance.  Asset allocation and diversification will not necessarily improve an investor’s returns and       
cannot eliminate the risk of investment losses. While loss tolerance and “target drawdown" are identified on 
the front end for each portfolio, Cabana's algorithm does not take any one client's situation into account. It is 
the responsibility of the adviser to determine what is suitable for the client. An adviser should not simply rely 
on the name of any portfolio to determine what is suitable. Cabana manages assets on multiple custodial 
platforms. Performance results for specific investors may vary based upon differences in associated costs and 
asset availability. 

http://www.adviserinfo.sec.gov/
https://cabanaportfolio.com/Performance-Reporting-Methodology-Cabana

