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The Cumulative Returns chart compares the model portfolios to the benchmark. The 

table below the chart lists annualized statistics for each model. While annualized return 

measures compounded returns, annualized standard deviation shows a portfolio’s vola-

tility. The Sharpe Ratio describes the excess return per unit of risk in an investment asset 

above the risk-free rate. The higher the Sharpe Ratio, the better the performance of the 

portfolio under analysis.  



Growth Model 



Portfolio vs. Benchmark (March 2005– November 2010) 



  

The Capture Ratio Chart and Annualized 

Return and Risk Chart are displayed to-

gether to provide a better sense of how 

portfolio returns compare to the bench-

mark. 

Upside Capture Ratio- A measure of an investment manager's overall performance in up-

markets. This ratio is used to evaluate how well an investment manager performed relative to its 

benchmark during periods when its benchmark has risen. For example, a manager with an up-market 

capture ratio of 1.20 indicates that the manager outperformed the market by 20% during periods of 

positive returns in the market.  

 

Downside Capture Ratio– A measure of manager performance relative to its benchmark in down 

market periods. Hence, a manager with a down-market capture ratio of 0.65 indicates that the manger’s 

portfolio has declined 65% as much as its benchmark during a period of negative returns in the market. 

 

Capture Ratio Chart- This chart plots the upside capture on the y-axis and the downside capture on 

the x-axis for a given portfolio. Portfolios above the dotted line show favorable performance relative to 

the benchmark and are preferred.  

 

Annualized Risk and Return- This chart measures the annualized compounded return per unit of risk 

within a portfolio. The y-axis plots the annualized return and x-axis plots the annualized risk.  



Beta- A measure of the volatility, or systematic risk of a 

security or a portfolio in comparison to the overall market. 

Hence, betas greater than 1 are considered aggressive, 

while betas below 1 can be described as defensive. A stock 

with a beta of 1.2 to the S&P 500 rises 1.2% for every 1% 

rise in the S&P 500.  

 

R-Squared- A statistical measure that represents the per-

centage of security's movements that can be explained by 

movements in a benchmark index. R-squared values range 

from 0 to 1.00. An R-squared of 1.00 indicates that all 

movements of a security are completely explained by 

movements in the index. 

 

Annualized Alpha- The annualized alpha quantifies the 

extent to which an investment has added value relative to a 

benchmark.  

 

Correlation- A statistical measure of how two securities 

move in relation to each other. Correlation coefficients 

range between -1 and +1. Perfect positive correlation (a 

correlation coefficient of +1) implies that as one security 

moves, either up or down, the other security will move in 

lockstep, in the same direction. Alternatively, a perfectly 

negatively correlated security will move exactly in the op-

posite direction.  

 

Tracking Error-A measure of how closely a portfolio  

follows an index to which it is benchmarked. 

 

Active Premium- The return on an investment's annual-

ized return minus the benchmark's annualized return. 

 

Information Ratio- A ratio of portfolio returns above 

the returns of a benchmark (usually an index) to the volatil-

ity of those returns. The information ratio (IR) meas-

ures a portfolio manager's ability to generate excess returns 

relative to a benchmark, but also attempts to identify the 

consistency of the investor. This ratio will identify if a 

manager has beaten the benchmark by a lot in a few 

months or a little every month. The higher the IR the more 

consistent a manager- and consistency is preferred. 
 

Treynor Ratio- A ratio developed by Jack Treynor that measures returns earned in excess of 

that which could have been earned on a riskless investment per each unit of market risk. In 

other words, the Treynor ratio is a risk-adjusted measure of return based on systematic risk. It 

is similar to the Sharpe ratio, with the difference being that the Treynor ratio uses beta as the 

measurement of volatility. 

 

Relative Performance- The value of a given portfolio relative to its benchmark over a speci-

fied time period. 



The sampling period is from March 2005, hence the 12 month rolling period begins in Feb 2006.  



Growth Portfolio vs. the 75/25 Benchmark.  

The sampling period begins in March 2005, hence the 12 month rolling period begins in Feb 2006.  




