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Discuss your financial goals and 
current assets with your Advisor.

Complete a risk profile 
questionnaire.

Receive your personal Cash 
Flow Benchmark.

We know that you want to be a 
successful investor.  But it can be 
difficult to measure whether or not your 
new investment strategy is going to be 
successful in the long-term.

We understand that tension and have 
developed a simple process to measures 
the cash flow from your investments in 
order to help gauge what success might 
look like during the first five years of 
your account.

Our solution is called the Cash Flow 
Benchmark and getting yours is easy:

We believe that each person with whom 
we work, from clients to colleagues, 
should know exactly what to expect 
from their relationships with us. 

As a company and as individual 
professionals we share an absolute 
commitment to do what is right. Always. 

That is what we expect from ourselves, 
from the team that works alongside 
us on your behalf, and from every 
professional whose services we employ 
to help investors achieve their desired 
outcomes.

To the Character of the Story – The Hero – The Client,

Once you receive your personal Cash 
Flow Benchmark you will be able to:

1. Track short-term success by 
comparing the cash flow generated 
from your  investments against your 
benchmark

2. Determine whether or not your 
account is on track to deliver your 
long-term goals.

3. Have a reason to be more confident 
during challenging market condition
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Camelot Portfolios Investment Philosophy Overview

Building a portfolio to generate cash flow so that it is available to investors when 
they need it is our primary focus. This is why we use cash flow metrics (P/CF, 
CFPS, etc.) as the primary driver of the investment decisions that we make.

Our intention is to deliver our clients’ target annual return over a normal business 
cycle of 5-7 years. The 5 year mark is a milestone that many investors use to 
evaluate the success of an investment’s average annual return. However, we also 
acknowledge that investors may wish to measure success across a shorter time 
periods. This is why we created the Cash Flow Benchmark.





   03 WHAT IS A CASH FLOW BENCHMARK

The Cash Flow Benchmark is a tool that 
we use to track the success of investment 
portfolios in both short and long term 
situations. It is particularly helpful in 
measuring success during the first five 
years for investors as they begin to 
employ a strategy that is new to them.

Before deciding to move forward, 
investors generally evaluate the average 
five year performance returns of a 
strategy. Once the decision is made to 
move forward, investors typically wait 
five years to experience similar averages 
to the ones attracted them to the strategy 
in the first place. Most investors agree 
that it is an unreasonable amount of time 
to wait before comparing their returns 
with their target returns.

The Cash Flow Benchmark gives investors 
the ability to track the performance of 
their account over shorter time periods 
while they develop their portfolio’s five 
year track record. By measuring cash flow, 
investors are able to track a short term 
indicator of success. While positive cash 
flow metrics cannot guarantee long-term 
success – they can be a good indicator of 
the overall health of a portfolio.
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Why can short-term total return be 
unpredictable?

The price of an investment can be 
influenced by factors other than the 
actual ‘book value’ of a company. World 
events, interest rates, key employee 
changes, weather, investor sentiment, 
etc. are examples of these factors. Some 
of these factors are authentic and should 
be taken seriously when determining 
the future value of an investment. In 
some instances, though, unsubstantiated 
factors (ones whose economic impact are 
difficult-if not impossible-to quantify) 
can also influence price fluctuations. 
Such unsubstantiated price movements 
have the potential to reduce a company’s 
share price even in a market environment 
where the share price should probably be 
increasing.  

The cartoon below encapsulates this 
phenomenon nicely:

Source: International Herald Tribune, October 27, 1989. Kal, 
Cartoonist and Writers-Syndicate, 1989.

How to Measure Success During 
Various Time Periods

The ability to properly evaluate short, 
mid, and long-term success is an 
important skill-set for the prudent 
investor to possess. We believe that the 
process of making fair and relevant 
evaluations of investment performance 
requires looking at performance 
from multiple vantage points. In 
such a process the investor weighs 
the importance of each perspective 
differently, based upon the time frame 
in which the ‘snapshot’ of the evaluation 
is made. To quote the classic Dinah 
Washington song: “What a difference a 
day makes!”

Each data point used in the evaluation 
process is important, of course, but that 
does not mean that it is relevant for 
every time period. 

Here are what we consider to be four 
very important data points, and what we 
believe to be their relevance at specific 
points in time:
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   05 MEASURING SHORT TERM PERFORMANCE: 1-3 YEARS

How We Evaluate Success 1-3 Years

What is 
buying power?

Risk/Volatility Total Return Account 
Balance

Relevance as 
Indicator of 
Short-Term 
Success

Very Relevant Relevant Less Relevant Less Relevant

Measured By Current 
Cash Flow or 
Potential Cash 
Flow

Price 
Fluctuation 
Relative to 
Client Risk 
Profile 

Percentage 
Growth

Account 
Balance

Measurement 
Tool 

Cash Flow 
Benchmark

Performance 
Report 

Performance 
Report

Statement or 
Performance 
Report 
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A given investment strategy’s ability 
to outperform an index like the S&P 
500 in the long run is dependent upon 
that strategy acting differently than an 
index during shorter periods of time. 
This means (here we go) that there will 
be short periods (generally 1-3 years) 
where a strategy could underperform its 
stated index benchmark from a return 
percentage standpoint. However, over 
the normal 5-7 year business cycle a 
well-designed strategy should begin 
to outperform an appropriate index 
benchmark from an annualized total 
return perspective.

We would love to achieve each client’s 
target return objectives in the first 3 
years, of course. In reality though, no 
one can predict what will happen in 
the markets in the short-term.

Because we focus on cash flow 
fundamentals, we are comfortable 
with the price fluctuation of assets as 
long as cash flow metrics suggest that 
the investor’s buying power is equal or 
greater than prior periods.
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   >  MEASURING SHORT TERM PERFORMANCE: 1-3 YEARS

In the short-term, our goal is to limit 
the amount of volatility in each client’s 
account to the level they stated they are 
comfortable with in the investment risk 
profile that we developed with them 
during the account setup process. 

An analogy that we use to describe this 
strategy illustrates the point using the 
market value of a rental property: the 
value of that property may seesaw from 
year to year, not unlike an investor’s daily 
account balance.

But the rents that the owner receives 
are consistent (and probably rising over 
time), and will generally remain so until 
housing prices recover. This simplified 
example assumes that the tenant continues 
to rent the house and pays on time. Those 
risk factors can be mitigated with the 
judicious application of background 
and credit checks, a process that is not 
unlike some of the due diligence portfolio 
managers use to evaluate a stock.

Over time we expect the housing market 
(and the stock market) to increase in 
value. In the short-term, then, the price 
at any given moment is not as important 
to us as the fact that we are consistently 
and dependably receiving the rent, and 
that the rent is increasing over time.

We view an investment portfolio 
in the same way. The daily account 
balance in the short-term (1-3 years) 
is less important in most cases than the 
portfolio’s ability to generate cash flow. 
That is why we consider buying power 
the most important metric for measuring 
short-term performance.
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Account value is important, of course, but 
we believe it should still be evaluated as a 
less important measurement of success 
in the 3-5 year stage. During this period, 
the market conditions leading up to a 
review meeting could cause an investor 
to experience a gamut of emotions, 
from unsubstantiated fear to misplaced 
euphoria. 

At this stage, regardless of how the 
account value or total return metrics 
compute, we believe that investors should 
stay grounded in the most important 
metric for determining success for actual 
outcomes–cash flow metrics.

How We Evaluate Success 3-5 Years

Buying Power Risk/Volatility Total Return Account 
Balance

Relevance as 
Indicator of 
Mid-Term 
Success

Very Relevant Relevant Relevant Relevant

Measured By Current 
Cash Flow or 
Potential Cash 
Flow

Price 
Fluctuation 
Relative to 
Client Risk 
Profile 

Percentage 
Growth

Account 
Balance

Measurement 
Tool 

Cash Flow 
Benchmark

Performance 
Report 

Performance 
Report

Statement or 
Performance 
Report 
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    > MEASURING MID TERM PERFORMANCE: 5-7+ YEARS

When an individual investor decided to 
buy a specific investment or strategy, they 
probably based their decision to some 
degree on an evaluation of a 5+ year track 
record of performance. They may also 
have relied on their advisor to assess that 
performance. 

Notwithstanding exceptional market 
anomalies like we saw in 2008, after 
5-7 years the investor should see the 
performance metrics referenced above 
begin to meet or exceed their original 
expectations.

Identifying and sharing a clear 
understanding of those expectations with 
the advisor from the very beginning is 
critical. Such a process will only increase 
the investor’s chances of success.

How We Evaluate Success 5-7+ Years

Buying Power Risk/Volatility Total Return Account 
Balance

Relevance as 
Indicator of 
Long-Term 
Success

Very Relevant Relevant Very Relevant Relevant

Measured By Current 
Cash Flow or 
Potential Cash 
Flow

Price 
Fluctuation 
Relative to 
Client Risk 
Profile 

Percentage 
Growth

Account 
Balance

Measurement 
Tool 

Cash Flow 
Benchmark

Performance 
Report 

Performance 
Report

Statement or 
Performance 
Report 
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   06  KEEPING A HEALTHY PERSPECTIVE

Up Markets
It’s not unusual for some investors to 
be gripped by the “greed bug” in an up 
market. However, we seek to reduce 
risk during these markets by allowing 
cash positions to build. We work the 
fundamentals, and nothing is more 
fundamental to investing strategy than 
“buy low, sell high.” The time to “double 
down” is not after things have already 
gone well. 

What investors often miss during an 
up market is similar to the situation we 
described in a down market that:

An increase in account balance does 
not necessarily mean an increase in 
purchasing power.

Down Markets
Down markets can provide opportunities 
for prudent investors to take advantage 
of irrational decisions made by other 
investors. Some people fear down 
markets because they correlate any 
decrease in their account balance with a 
“loss” of value or purchasing power. We 
recommend that investors avoid this trap 
by tracking their cash flow to measure 
success and recalling the basic concept of 
successful investing: buy low.

Sideways Markets
Sideways markets are often marked by 
roller coaster rides of emotional ups 
and downs. We often see this when the 
market is trying to achieve equilibrium, 
often after an extended period of price 
appreciation. 

Opportunities exist in sideways markets, 
but they are more difficult to find than in a 
glaring down market. Some sectors of the 
market may move in positive directions, 
while at the same time others may fall 
flat. This is one of those times where 
keeping a long-term focus on success is 
important, particularly when it comes to 
staying alert to the fact that short-term 
price movements have the tendency to 
make many investors second guess what 
could be a great strategy.
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  07  CONCLUSION

All investors want to be successful. 
Measuring the long-term success during 
the first five years of employing a new 
strategy can be difficult. By evaluating 
cash flow metrics during the early stages 
of an investment strategy, investors can 
gain greater insight and perspective 
about the direction of their portfolio. 
This knowledge can act as a beacon along 
their journey to long-term success.

The bedrock of any good relationship is 
constructed with the clear expectations 
that all parties have of one another. It’s 
not enough to simply have a set of vague 
expectations in the back of our minds, 
of course, or to assume that the other 
parties intuitively know what it is that 
we expect of them. The more clearly we 
communicate our expectations, and the 
more consistently we hold one another 
accountable for the expectations to 
which we mutually agree, the stronger, 
more enduring and more rewarding our 
relationship will be.

That’s what you can expect from us.
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  08  DISCLOSURES

Past performance may not be indicative 
of future results. Therefore, no current 
or prospective client should assume 
that the future performance of any 
specific investment, investment strategy 
(including the investments and/or 
investment strategies recommended by 
the adviser), will be profitable or equal to 
past performance levels.

The discussion of investment strategy 
and philosophy found in this brochure 
is not intended as any form of substitute 
for individualized investment advice. 
The discussion is general in nature, and 
therefore not intended to recommend 
or endorse any asset class, security, 
or technical aspect of any security for 
the purpose of allowing a reader to 
use the approach on their own. Before 
participating in any investment program 
or making any investment, clients as 
well as all other readers are encouraged 
to consult with their own professional 
advisers, including investment advisers 
and tax advisors. 

Camelot Portfolios LLC can assist in 
determining a suitable investment 
approach for a given individual, which 
may or may not closely resemble the 
strategies outlined herein. Any charts, 
graphs, or visual aids presented herein 
are intended to demonstrate concepts 
more fully discussed in the text of this 
brochure, and which cannot be fully 
explained without the assistance of a 
professional from Camelot Portfolios 
LLC. Readers should not in any way 
interpret these visual aids as a device with 
which to ascertain investment decisions 
or an investment approach. Only your 
professional adviser should interpret this 
information.  A640
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