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The Absolute Return Portfolio 

At Sitka Pacific Capital Management, 
the overriding goal of our investment 
portfolios is to give you exposure to 
the markets with less volatility and less 

risk. 

When considering an investment plan 
for a significant portion of your assets, 
it is critical to consider both your    
diversification among various markets 
as well as managing the risks that 

come with that diversification.   

Getting exposure to markets is       
relatively easy; addressing the risk 
side of the equation is far more       
important for the long-term health of 

your portfolio. 

Sustainable long-term investing      
involves having a diverse investment 
strategy that is implemented by an  
investment manager who understands 
risk and knows how to effectively 

manage it.   

The Absolute Return portfolio 
specialize in managing your investment 
capital with one eye on opportunities 
for potential returns and the other 

fixed firmly on addressing risks.   

At Sitka Pacific Capital Management, 
we understand that once you’ve built 
wealth, the last thing you want is to see 

the markets take it away.    

The Absolute Return portfolio is our premier wealth 
management portfolio that is designed to both 

protect and grow your assets.      

Preserving your investment capital involves both 
short-term risk management and investing to     

preserve the purchasing power of your portfolio.   

To do this we invest in a number of individual    
strategies with the goal of providing a consistently 
positive return with low volatility and low risk.  
These strategies are independently managed with 
the understanding that all markets go through    
cycles of high potential return and low risk, and low 

potential return and high risk.  

We understand that in all markets there are times 
when it is appropriate to be more aggressive and 
take on risk, and also times when it is more 

appropriate to be conservative.   

In the Absolute Return portfolio we are flexible 

with our investment allocation and realistic about 
risks and potential returns of various markets.  This 
gives our clients confidence that their assets are  
being managed appropriately given the current  

market conditions. 

As you’ll see in the following pages, the Absolute 
Return portfolio is typically invested in a broad  
array of markets, including: foreign and domestic 
stocks; commodities; bonds and yield oriented trusts 
and funds; currencies; and other  specific   

opportunities.   

We also employ the use of options and other    
hedging instruments to limit the risk of specific  
positions and to manage our general market        
exposure.  This enables us to manage risk in     
volatile positions and ensure all our investments are 

appropriate for the portfolio.   
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A Typical Absolute Return Portfolio Allocation 

We use a variety of investment vehicles in all areas of the Absolute Return portfolio.  These include      
everything from direct stock holdings to investment trusts and funds.  Below is a summary of typical     

investments found in each of the portfolio’s investment strategies. 

 

Domestic Stocks:  Investments in the US stock market are usually direct investments in individual stocks, and 
at times through exchange-traded funds.  We use quantitative methods to find sectors that are   
outperforming and stocks within those sectors that are attractive on both a fundamental and technical 

basis.  Hedging strategies are used at times to limit market exposure.    

 

Foreign Stocks:  Investments in foreign stock markets are typically through investment funds and trusts that 
are traded in the US markets, but US-traded ADRs are also used.  This allows all types of         

accounts, including IRAs, to be managed by the Absolute Return portfolio. 

 

Commodities:  Investments in commodities are through exchange-traded funds, investment trusts and   
individual stocks.  These may include funds and companies that are based outside the US but are 

traded in US markets.  Hedging strategies are used at times to limit market exposure.    

 

Yield-Oriented Funds and Trusts:  Investments in bonds and other yield-oriented investments are either held 
directly or held through exchange-traded funds and investment trusts.  Hedging strategies are used at 

times to limit market exposure.       

I nv e s t m e n t  S t r a t e g i e s  

10% Other 10% Currencies 

30% Yield-oriented 
funds and trusts 

25% Commodity-related 
stocks, funds and trusts 

25% Foreign & Domestic      
stock market exposure 
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As we mentioned earlier, all markets go through cycles.  There are times when a market or asset class is 
fundamentally and technically attractive, and there are also times when a market or asset class is not      

attractive for one or both of those reasons.      

  

In the Absolute Return portfolio, we approach markets from a risk/reward perspective: if there is not 
enough potential reward in a market or specific position to justify the risk, we step away.  This means there 

are times when we are not fully invested and hold a large portion of the portfolio in cash.   

 

The chart below shows how the Absolute Return portfolio may be allocated when we find little opportunity 
in stocks, either in US or foreign markets.  Since inception, the portion of the portfolio allocated to cash has 

ranged from less that 5% to over 75%. 

 

This ability to quickly change our investment stance in a particular market helps us manage risk in each part 
of the portfolio, and during times of high correlation between markets it help us to effectively manage 
overall portfolio risk. In addition to changing our relative allocation to various markets, we employ the use 
of various other hedging strategies.  These strategies range from the use of funds to hedged broad market 

exposure to the use of conservative options strategies to manage the risk of individual positions. 

 

The Absolute Return portfolio is a long-only portfolio, suitable for both IRA and non-IRA funds.  

Example of an Equity-Defensive Portfolio Allocation 

35% Cash 

10% Currencies 

 

30% Yield-oriented 
funds and trusts 

25% Commodity-related 
stocks, funds and trusts 

D y n a m i c  A s s e t  A l l o c a t i o n  &  H e d g i n g  
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P e r f o r m a n c e  S u m m a r y  
(Net of all fees) 

 
Sitka Absolute Return Net  S&P 500 HFRX Global Hedge Fund  

2011 -6.6% 2.1% -8.9% 

2010 5.7% 15.1% 5.2% 

2009  20.8% 26.5% 13.4% 

2008 7.3% -37.0% -23.3% 

2007 3.3% 5.5% 4.2% 

2006 13.8% 15.8% 9.3% 

 2005 (9/1/05) 5.8% 2.9% 2.4% 

    

Since Inception     

Annualized Return 7.6% 2.6% -0.4% 

Standard Deviation 9.7% 16.9% 7.1% 

Downside Deviation (below 0%) 5.5% 13.2% 6.8% 

Correlation to S&P 500 0.13 1 0.72 

C o m p a r a t i v e  R e t u r n s :  I n c e p t i o n  ( 9 / 1 / 0 5 )  t h r o u g h  1 2 / 3 1 / 1 1  

 1 year 3 years 4 years 5 years Since Inception 

Sitka Absolute Return -6.6% +19.4% +28.0% +32.2% +59.2% 

S&P 500 +2.1% +48.6% -6.4% -1.2% +17.7% 

HFRX Global Hedge -8.9% +8.8% -16.5% -13.0% -2.6% 
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Sitka Pacific Capital Management is a SEC-registered Investment  
Advisor (RIA) based in Sonoma, California. Investment management 
services are available to Accredited and Non-Accredited investors 

seeking more consistent returns with lower volatility and risk.  

Sitka Pacific Capital Management is a fee-based investment advisor, 

which allows us to offer completely objective advice to our clients.   

If you are interested in learning more about investing with Sitka      

Pacific, please contact us. 

G e t t i n g  S t a r t e d  

ABSOLUTE RETURN TOTAL COMPOSITE 
ANNUAL DISCLOSURE PRESENTATION  

Total firm assets are defined to include all supervised assets over which management and/or trading discretion is held. These accounts may or may not be fee-paying. N.A. - 
Information is not statistically meaningful due to an insufficient number of portfolios in the composite for the entire year.   * Performance reflects the period September 1, 2005 to 

December 31, 2005. ** For periods with less than 36 months of composite performance, no 3-year ex-post standard deviation measurement is available. 

 

Absolute Return Total Composite contains fully discretionary accounts which invest in 
various asset classes with a target of absolute growth.  For comparison purposes the 
composite is measured against the HFRX Global and S&P 500 indices.  The HFRX 
Global Hedge Fund Index is designed to be representative of the overall composition of 

the hedge fund universe across various strategies. 

 

Sitka Pacific Capital Management, LLC claims compliance with the Global Investment 

Performance Standards (GIPS®) and has prepared and presented this report in 

compliance with the GIPS standards. Sitka has not been independently verified. 

Portfolio and composite returns have been calculated by a third party. 

Sitka Pacific Capital Management, LLC is an independently registered investment 

adviser.  The firm maintains a complete list of composite descriptions, which is available upon request. Results are based on fully discretionary accounts under 

management, including those accounts no longer with the firm.  Past performance may not be indicative of future results.  Regular internal audits will, from 

time-to-time, result in changes in composite construction and thus changes in composite characteristics for various historical periods. Please contact us for the 

most up to date version of this document.   

The U.S. Dollar is the currency used to express performance.  Returns are presented gross and net of management fees and include the reinvestment of all 

income.  Net of fee performance was calculated using actual management fees.  Bundled fee accounts pay a fee based on a percentage of assets under 

management.  Other than brokerage commissions this fee includes investment management, portfolio monitoring, consulting services, and in some cases, 

custodial services.  Beginning in 2010 the composite includes non-fee paying accounts, which accounted for less than 1% of the composite assets as of each 

year-end from December 31, 2010 through 2011.  The annual composite dispersion presented is an asset-weighted standard deviation calculated for the 

accounts in the composite the entire year.  The Annualized 3-Year Standard Deviation represents the annualized standard deviation of actual composite and 

benchmark returns, using the rolling 36-months ended each year-end.  Policies for valuing portfolios, calculating performance, and preparing compliant 

presentations are available upon request. 

The investment management fee schedule for the composite is 1.75% of assets under management. Actual investment advisory fees incurred by clients may 

vary. The composite was created on September 30, 2009.   

 
 
 
 
 
 

538 Broadway 
Sonoma, CA 95476 

 
Phone: (707) 933-0322 

Fax: (888) 877-1314 
Email: investing@sitkapacific.com 

 
On the web at: 

www.sitkapacific.com 

Year 

Total 
Firm 
Assets 

Composite 
Assets 
(USD) 

Number 
of % Wrap HFRX   

Annual Performance  of 

Composite Composite 

End (millions) (millions) Accounts Accounts Global 
S&P 
500 Gross Net Dispersion 

2011 75.0 57.0 185 25% -8.9% 2.1% -5.1% -6.6% 0.7% 

2010 69.3 54.8 184 9% 5.2% 15.1% 7.4% 5.7% 1.0% 

2009 59.3 42.4 141 9% 13.4% 26.4% 22.8% 20.8% 0.9% 

2008 18.2 11.6 25 <1% -23.2% -37.0% 9.1% 7.3% N.A. 

2007 4.9 4.2 3 0% 4.2% 5.5% 5.0% 3.3% N.A. 

2006 4.4 3.8 1 0% 9.3% 15.8% 15.8% 13.8% N.A. 

2005* 3.6 3.5 1 0% 1.7% 2.9% 6.4% 5.8% N.A. 

Year End 

Annualized 3-Yr Standard Deviation** 

HFRX S&P 500 Composite 

2011 5.0% 18.7% 9.8% 

2010 8.5% 21.9% 11.8% 

2009 8.8% 19.6% 12.0% 

2008 8.7% 15.1% 9.6% 


