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INVESTING AS IT SHOULD BE

Numerically quantify 
acceptable levels of risk by 
identifying a “target 
drawdown” percentage at 
the beginning of the 
investment process. 

Are constructed with the 
primary goal of minimizing 
losses -- especially losses that 
exceed the identified target 
drawdown parameter. 

Allow clients to remain 
fully invested at all times 
and actively participate in 
favorable market 
conditions. 

EQUITY INDEX FUNDS

E.g., S&P500

BOND INDEX FUNDS

E.g., US Aggregate Bond

ASSET ALLOCATION 
PORTFOLIO

E.g., Vanguard Balanced Fund

CABANA’S 
TARGET DRAWDOWN 

PROFESSIONAL SERIES

Long-Term Growth
Intended for capital appreciation 
above protection of  principal. ! ! !
Bi-Directional
Intended for both capital appreciation 
and preservation of capital.

! !
Systematic
Defined strategy tested for validity. !
Diversified across asset classes.
Multi-Asset ! !
Responds to changing market 
conditions.

Active !
Numerically describes expected 
loss potential.

Quantified Risk !

Target Drawdown Professional Series Portfolios:

Disclaimers can be found on page 6. 1.



PORTFOLIOS ACROSS THE RISK SPECTRUM

Visit targetdrawdown.thecabanagroup.com to view and download portfolio fact sheets. 
Fact sheets include annual and monthly returns, risk statistics and more.

Cabana Asset Management claims compliance with the Global 
Investment Performance Standards (GIPS) and all of its Target 
Drawdown Professional Portfolio composites are third-party 
examined consistent with GIPS.

Disclaimers can be found on page 6. 2.

 
Morningstar Moderately 
Conservative TR

Target Drawdown 
Professional 5

Conservative investors, as well as those 
seeking preservation of capital while realizing 
income, may find this portfolio attractive. 

#Cabana5

! ! ! !
Morningstar Moderate TRTarget Drawdown 

Professional 7
Conservative investors seeking a lower (or 
reduced) volatility asset allocation may find 
this portfolio attractive.

#Cabana7

! ! ! !
Morningstar Moderate TRTarget Drawdown 

Professional 10
Investors seeking exposure to risk assets and 
a moderate volatility asset allocation may 
find this portfolio attractive.

#Cabana10

! ! !
Morningstar Moderately 
Aggressive TR

Target Drawdown 
Professional 13

Investors seeking growth opportunities with 
tolerance to a higher volatility asset 
allocation may find this portfolio attractive.  

#Cabana13
41

! ! !
Morningstar Aggressive TRTarget Drawdown 

Professional 16
Aggressive investors seeking growth 
opportunities through significant equity 
exposure throughout the market cycle may 
find this portfolio attractive. #Cabana16

43

Risk Number RatingPortfolio Primary Benchmark Most suitable for…
Riskalyze Morningstar

Higher Risk, Higher Return Potential
Low

er Risk, Low
er Return Potential

34

30

31 ! !

These are overall fund ratings by Morningstar Inc. as of December 31, 2020. The Target Drawdown Professional 
Series is part of Morningstar’s Tactical Allocation category, which is made up of 311 total funds. 



All portfolios are constructed with the primary goal of minimizing losses where 
possible, and especially losses that exceed the applicable target drawdown 
parameter.

Cabana numerically quantifies︎ acceptable levels of risk at the onset of the 
investment process and strives to stay within that percentage (or "target 
drawdown").

Drawdown is the maximum amount an investment can be expected to fall from 
peak to trough. This method of drawdown measurement creates a "high-water 
mark" for the portfolio.

Returns are calculated monthly for purposes of determining the drawdown of 
the portfolio.

CARA identifies changes within the economic cycle in order to construct a portfolio of 
assets that attempts to maximize return potential while staying within a 
predetermined drawdown percentage. 

Identify Market Conditions Optimize Asset Allocation Adjust Portfolio Risk
A combination of fundamental 
and technical inputs are used to 
continually identify the current 
stage of the economic cycle.

When perceived conditions 
change, a multi-asset portfolio is 
constructed to optimize risk and 
return characteristics.

Portfolios are rebalanced to an 
optimized portfolio, and risk (beta) is 
adjusted to limit drawdown to stay 
within predetermined percentage.

1 2 3

WHAT IS TARGET DRAWDOWN?

CABANA’S TARGET DRAWDOWN 
PROFESSIONAL SERIES SMAS ARE POWERED 
BY OUR CYCLICAL ASSET REALLOCATION 
ALGORITHM — CARA

Disclaimers can be found on page 6. 3.



WE BELIEVE IN A BETTER, SIMPLER, MORE 
CONFIDENT WAY TO INVEST AND PLAN. 

Cabana has grown in many ways over the past decade, but our mission 
has stayed the same: To help individuals and major institutions alike 
invest successfully to achieve their goals. While there are a myriad of 
ways to achieve that honorable end, managing risk and setting 
expectations – both with a good degree of confidence – is what sets us 
apart.

We’ve changed the way people think about investing and the risk that 
comes with it through what we believe is the industry’s first-ever Target 
Drawdown investment approach.  

We follow a unique, rules-based, repeatable process that numerically 
quantifies expected risk at the beginning of the investment process and 
adapts to changing market conditions. The primary objective is to 
minimize losses that exceed an investor’s risk tolerance in difficult 
markets, while staying invested as conditions improve. Cabana’s Target 
Drawdown Professional Series makes investing simple, transparent and 
less stressful, allowing investors to remain disciplined and focused on 
long term results. This is what Cabana is all about.

Chadd Mason,
CEO and Chief Investment Officer

Disclaimers can be found on page 6. 4.



How do you adjust portfolio risk?
We adjust risk through the use of non-correlated and inversely correlated assets. The speed at which risk 
is removed (and reapplied) is dependent upon the applicable target drawdown percentage. The higher 
the target drawdown percentage, the more slowly risk is removed.  

How do you calculate drawdown?
We use monthly returns to calculate each portfolio’s drawdown percentage. A new “highwater mark” is 
created each time the portfolio’s value increases, which means drawdown is determined from the 
portfolio’s highest value, not from the investor’s starting balance. Additionally, drawdown is not 
calculated intra-day or even intra-month. Our investment philosophy is intended for long-term success. 

How often do you reallocate?
Our asset allocation decisions are based on the relative attractiveness of the various asset classes we 
follow. We reallocate when our Cyclical Asset Reallocation Algorithm (CARA) signals a change in the 
economic cycle. 

How long have the Professional Series Portfolios been in existence?
It varies by portfolio – anywhere from 4-8 years. All portfolios in the Target Drawdown Professional 
Series are derived from the Target Drawdown Professional 10, which we began testing as far back as 
2001. We tested the combination of the Nobel Prize winning concept of Modern Portfolio Theory and our 
Cyclical Asset Reallocation Algorithm (“CARA”). That model was formally implemented as the Target 
Drawdown Professional 10 on January 1, 2012. Cabana has been actively managing client portfolios 
since 2007.

Will the drawdown percentage ever exceed the identified target? 
Yes, it is possible that a portfolio's loss will exceed the drawdown target, which is intended only to set 
expectations for loss, not to provide guarantees. While Cabana has gone to extensive lengths to test the 
strategy and account for various market situations, unforeseen circumstances (like the 2020 COVID-19 
pandemic) can still occur. Since risk and reward are inherently linked, each strategy is actually designed 
to hit the drawdown target in a relatively bad market so that gains can be maximized in good markets. 

What types of assets do you invest in?
Cabana has always invested primarily in broad asset class ETFs. On September 17, 2020, we released a 
series of Target Drawdown ETFs, which are comprised of an optimal mix of asset class ETFs (in essence 
they are ETFs of ETFs). Our Professional Series Portfolios utilize at least one Target Drawdown ETF in 
addition to other third-party ETFs at all times. By allocating in part to a Target Drawdown ETF, we strive 
to increase cost and tax efficiency.

FREQUENTLY ASKED QUESTIONS

Disclaimers can be found on page 6. 5.



Cabana LLC, dba Cabana Asset Management (“Cabana”), is an SEC registered investment adviser. The firm only transacts 
business in states where it is properly registered, or is excluded or exempted from registration requirements. Registration as 
an investment adviser is not an endorsement of the firm by securities regulators and does not mean the 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 or Form ADV, Part 3. A copy of which is available upon request or online at 
www.adviserinfo.sec.gov. This material is confidential, proprietary and for institutional use only. It is not to be distributed to 
the public or any other party besides the intended recipient without the express written authorization of Cabana LLC. 

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.   

Past performance is no guarantee of future results. All investment strategies have different degrees of risk and the 
corresponding potential for profit or loss. Asset allocation and diversification will not necessarily improve returns and 
cannot eliminate the risk of investment losses. “Target Drawdown” is merely a descriptive term used to describe the general 
strategy and objective of the portfolio, it is not a guarantee, nor should it be construed to suggest safety or protection from 
loss. There is no guarantee that portfolio performance will remain consistent with the targeted drawdown parameter.  While 
risk tolerance and targeted “drawdown” are identified on the front end for each portfolio, Cabana’s algorithm does not take 
any one client’s situation into account and there is no guarantee that Cabana’s strategies will be suitable for any investor. 
Investors and advisors should not simply rely on the name of any portfolio to determine what is suitable. It is the 
responsibility of investment advisors to determine what is suitable for their clients. Cabana manages assets on multiple 
custodial platforms. Performance data, statistics, including drawdown, and asset allocation for specific investors will vary 
based upon differences in associated costs, inflows and outflows, custodial fees, and asset availability during the reporting 
period and may not be identical to reported data. All references to Cabana’s proprietary algorithm refer to the most current 
version of the algorithm as of the date this presentation was published. 

The Target Drawdown Professional Series invests primarily in Cabana’s Target Drawdown ETFs (“Cabana ETFs”), in addition 
to other third-party ETFs. Cabana serves as sub-advisor to the Cabana ETFs and is responsible for their investment strategy. 
The Cabana ETFs were launched in in partnership with private label ETF advisor Exchange Traded Concepts (“ETC”). Cabana 
receives an asset management fee for its investment advisory services related to Cabana’s ETFs. The investment strategy 
employed to manage the Cabana ETFs is similar to that of Cabana’s other Target Drawdown products and utilizes Cabana’s 
proprietary algorithm, though each product type has some material differences and performance will vary. Detailed 
information regarding Cabana’s ETF can be found in the offering documents, which are available at https://
thecabanagroup.com/etf-prospectus/  

GIPS®  is  a trademark of  the  CFA Institute.  The  CFA Institute   does not endorse or promote this organization, nor does it 
warrant the accuracy or quality of the content contained herein. To receive a GIPS  Report  and/or a firm’s list of composite/
pooled fund descriptions please email your request to info@thecabanagroup.com. 

© 2020 Morningstar, Inc. All rights reserved. The information contained herein: (1) is proprietary to Morningstar and/or its 
content providers; (2) may not be copied or distributed; and (3) is not warranted to be accurate, complete, or timely. Neither 
Morningstar nor its content providers are responsible for any damages or losses arising from any use of this information.  Past 
performance is no guarantee of future results.  Riskalyze is an award winning, third party independent risk alignment 
platform. Risk Scores are proprietary to Riskalyze, modeled using actual and hypothetical information, and intended only 
for informational and educational purposes. More information about Riskalyze and its methodology can be found at 
 www.riskalyze.com.  

The  COVID-19  health pandemic  has had substantial  global economic impact on financial markets.   As of March of 2020,   
restrictions to travel and business spanning the economy for activities not deemed essential have been imposed throughout 
the United States. These restrictions have caused unprecedented volatility and  uncertainty in capital markets and have 
negatively impacted the economy.  It is unknown how severe the impact to the economy and capital markets will be if the 
pandemic persists for an extended period of time.   The pandemic may have   a  material adverse impact on  Cabana’s  
investment advisory business including, but not limited to, the performance  of  our  portfolio strategies.

For additional information regarding Cabana’s performance methodology, awards and rankings, please visit https://
thecabanagroup.com/disclaimers/. 
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