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Drawdowns & Withdrawals
In the scenarios below, the portfolios all have the same average annual return: the difference is ending
portfolio value is due to withdrawals, the sequence of returns, and drawdown protection.
Without Withdrawals, the Order of Returns Does
Not Matter
Withdrawals = $0 / year
Year
1
2
3
4
5

Average Return

Withdrawals = $40,000 / year

Investor #1
Returns
Account
$1,000,000
-50%
$500,000
20%
$600,000
20%
$720,000
20%
$864,000
20%
$1,036,800

Withdrawals

Investor #2
Returns
Account
$1,000,000
20%
$1,200,000
20%
$1,440,000
20%
$1,728,000
20%
$2,073,600
-50%
$1,036,800

$0
6.0%

$0
6.0%

No withdrawals: same ending value
Portfolio is
in Drawdown

With Withdrawals, the Order of Returns Dictates
Long-Term Performance
Investor #1
Returns
Account
$1,000,000
-50%
$460,000
20%
$512,000
20%
$574,400
20%
$649,280
20%
$739,136

Year
1
2
3
4
5
Withdrawals
Average Return

Investor #2
Returns
Account
$1,000,000
20%
$1,160,000
20%
$1,352,000
20%
$1,582,400
20%
$1,858,880
-50%
$889,440

$250,000
6.0%

$250,000
6.0%

With withdrawals: different ending value

A withdrawal taken when the portfolio is in drawdown forces the realization of losses and can
eat into the capital base leading to long-term performance erosion
Reducing drawdowns reduces the impact of withdrawals upon a portfolio

Newfound Research LLC
425 Boylston Street, 3rd Floor
Boston, MA 02116
Phone: (617) 531 - 9773

For$more$informa+on$about$Newfound$Research$
Call:$+$1;617;531;9773$
Web:$www.newfoundresearch.com$
Email:$info@newfoundresearch.com

Copyright$©$Newfound$Research$LLC

•

Past performance is no guarantee of future returns. The performance of
an index is not an exact representation of any particular investment, as
you cannot invest directly in an index

•

IMPORTANT: The projections or other information generated by
Newfound Research LLC regarding the likelihood of various investment
outcomes are hypothetical in nature, do not reflect actual investment
results, and are not guarantees of future results.

•

All investing is subject to risk, including the possible loss of the money
you invest. Bond funds are subject to the risk that an issuer will fail to
make payments on time, and that bond prices will decline because of
rising interest rates or negative perceptions of an issuer’s ability to make
payments. Investments in bond funds are subject to interest rate, credit,
and inflation risk. Investments in bonds issued by non-U.S. companies
are subject to risks including country/regional risk and currency risk.
Diversification does not ensure a profit or protect against a loss. There
is no guarantee that any particular asset allocation or mix of funds will
meet your investment objectives or provide you with a given level of
income.

•

These materials represent an assessment of the market environment at
specific points in time and are intended neither to be a guarantee of
future events nor as a primary basis for investment decisions. The
performance results should not be construed as advice meeting the
particular needs of any investor. Neither the information presented nor
any opinion expressed herein constitutes a solicitation for the purchase
or sale of any security. Past performance is not indicative of future
performance and investments in equity securities do present risk of
loss. Newfound Research LLC’s results are historical and their ability to
repeat could be effected by material market or economic conditions,
among other things.

