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1. Introduction

The Race is a browser-based scenario tool for investors and their advisors. It answers a single practical

question: how does the same portfolio fare across very different futures? You enter your account totals and

a handful of assumptions, and the tool instantly compares the outcomes of leverage, market moves, and

the decision to sell or hold — in dollars, percentages, charts, and plain English.

The tool models these related questions side by side:

■ What happens to a margined account if the borrowed money buys more stock versus items outside
the financial markets — and any blend in between (the Margin % to non-equities)?

■ How do those leveraged positions behave in a bull market versus a downturn?

■ Is it better to sell before a downturn (paying tax now) or hold through it (absorbing the loss)?

■ If a downturn triggers a margin call, how far can the forced-selling cascade go — and how much does a
proactive, custodial managed sale preserve instead?

The system is multi-user and multi-tenant: each firm (tenant) has its own users and its own clients, with

a sign-in and an administrator-only user-management screen.

Important

The Race is an educational and illustrative planning tool. It uses simplified, straight-line assumptions and is
not tax, legal, or investment advice. Always confirm figures with a qualified professional before acting.

2. Getting Started

Open the site at www.therace.com in any modern web browser and sign in. Once loaded, every

calculation runs privately in your browser.

2.1   Signing in
Enter your username and password on the sign-in screen. Your session stays active in that browser tab

until you choose Log out (top-right).

2.2   Your credentials
Sign-in credentials are not published in this manual. Your administrator issues each user a personal

credential sheet (a one-page PDF generated from the Administration screen) containing your username,

password, firm, and sign-in instructions. If you have not received yours, or need a password change,

contact your administrator.

2.3   Tenants, clients, folders, and saved versions
■ Tenant — the firm a user belongs to. Users only ever see data for their own tenant (multi-tenant

isolation).

■ Client — an end investor whose scenario you are modeling. Use the Client selector (top-left) to switch
between clients; edits auto-save to the selected client as you type.
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■ Folders — saved clients are organized in a directory structure. New asks for an optional folder (use / for
subfolders, e.g. Retirement/2026); Move refiles the selected client; clients with no folder appear under
Unfiled. The selector groups clients by folder.

■ Save — snapshots the current inputs as a time-and-date-stamped version (the button confirms with the
save time). Up to 50 versions are kept per client.

■ History — lists every saved version with its date and time; Restore loads any version back into the
inputs (the version itself is kept, so you can move between versions freely).

■ Delete — removes the selected client and all of its versions.

2.4   Administration (admin only)
Users with the admin role see an Admin button that opens the User Administration screen. There an

administrator can create, edit, disable, or delete users — setting each account's username, full name,

email, tenant, role, and password. The system always keeps at least one active administrator. Reset to

defaults restores the original admin + ten users.

Each user row also has a gold PDF button that downloads that user's credential sheet — a branded

one-page PDF with their name, email, firm, username, password, and sign-in steps, ready to hand out.

Generate a fresh sheet whenever a password changes.

2.5   The workspace
■ Scenario Inputs (left) — the form where you enter your numbers. Results update instantly.

■ Results (right) — scenario cards, charts, and a written report. Reset restores the starting values;
Download saves the scenario report as a PDF file; Print report opens the print / Save-as-PDF dialog.

2.6   Scenario mode — Bull, Bear, or Blended
The site outlines a bull run or a bear run. The gold Scenario mode dropdown at the top of the input panel

selects which run to collect data for and display; the choice is saved with each client.

Mode What it collects and displays

Bull run Collects only upside inputs (bull market gain %). Shows the bull leverage cards, the sensitivity
chart windowed to gains, and bull insights. Bear-only panels (cascade, custodial managed sale,
sell-now tax) are hidden.

Bear run Collects downside inputs (market downturn %, maintenance margin, fire-sale impact, custodial
fields). Shows the downturn cards, the sell-vs-hold decision, the margin-call cascade, and the
custodial managed-sale report, with the chart windowed to declines.

Blended The full picture — both runs side by side, every input collected, every panel shown.

Prototype security

The sign-in and user-administration features in this build are a client-side prototype: accounts are stored in
the browser and are not secure for production. Before go-live, your server engineer should move
authentication to a real backend (hashed passwords, server sessions, TLS).
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3. The Scenario Inputs

Inputs are grouped into five panels. Dollar amounts drive the asset buckets; percentages drive the tax and

market assumptions. Dollar fields format automatically with thousands commas as you type (e.g.

1,250,000).

3.1   Regular (Ordinary-Income) Bucket
The slice of your account whose gains are taxed at your regular federal rate (for example, short-term

holdings). You define the bucket by its dollar total.

Field Meaning

Account value Current market value of the ordinary-income holdings, in dollars.

Cost basis What you originally paid for them. Value minus basis is the taxable gain.

Regular federal tax % The ordinary-income rate applied to this bucket's gain when sold.

3.2   Capital-Gains Bucket
The slice whose gains are taxed at the long-term capital-gains rate. Same structure as above, taxed

more favorably.

Field Meaning

Account value Current market value of the long-term holdings, in dollars.

Cost basis Original purchase cost of those holdings.

Capital-gains tax % The long-term capital-gains rate applied to this bucket's gain when sold.

How the buckets work together

Your total portfolio is simply the two account values added together. Splitting it into a regular bucket and a
capital-gains bucket lets the tool calculate a realistic blended tax bill when you model selling.

3.3   Margin

Field Meaning

Margin loan (borrowed) Dollars borrowed on margin against the account.

Margin interest rate % Annual interest charged on the loan (simple interest over the horizon).

Margin % to non-equities The percentage of the margin loan used for NON-EQUITY purchases. 0 means
zero percent of margin is used for non-equity trades — the entire loan buys
equities; 100 means none of it does (all non-market items). See the box below.

Horizon (years) The length of the scenario. Scales interest and the cash yield.
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Field Meaning

Maintenance margin % The minimum equity-to-value ratio the broker requires. Falling below it triggers a
margin call.

Fire-sale impact % How much value each dollar of forced selling destroys in a stressed market. Drives
the cascade (see Section 7).

Margin % to Non-Equities — how the split works

This field sets how borrowed margin dollars are deployed between equities and non-market items. At 0%, the
whole margin loan buys equities — full leverage on the market, exactly like the Margin → Stock case. At
100%, none of the margin buys equities; it all goes to non-market items (Margin → Outside). A value in
between blends the two: e.g. 40% puts 40% of the loan outside the markets and 60% into equities. Only the
equity share is exposed to market moves and counts as brokerage collateral, so it is what drives margin-call
and custodial math. The 'Your Margin Blend' scenario and chart line reflect this setting.

3.4   Market Assumptions

Field Meaning

Bull market gain % The upside move used for the bull scenarios (e.g., +25%).

Market downturn % The decline used for the downturn scenarios, entered as a positive number (e.g.,
30 means a 30% drop).

Outside-asset appreciation
%

Annual growth of items bought outside the markets with borrowed money (0% if
they simply hold value).

Cash / risk-free yield % What proceeds earn as cash after selling (e.g., a money-market rate).

3.5   Custodial Management
These fields drive the proactive, managed de-risking described in Section 7.2.

Field Meaning

Custodial margin (pts) A cushion, in percentage points, ABOVE the maintenance requirement. When the
equity ratio falls to maintenance + custodial, an executive steps in to manage the
account.

Lump-sum pay down Simulated pay down FUNDED BY SELLING STOCK ASSETS from the account.
The sale lowers the account value and the loan together (equity unchanged before
tax), lifts the equity ratio, and pushes the custodial line and margin call to deeper
drops — but it realizes gains taxed today at the managed-sale rates. See Section
7.3.

Managed-sale federal % Federal tax rate applied to gains realized in a managed sale (preset 28%).

Managed-sale surcharge % Net investment income tax / surcharge on those gains (preset 3.8%).

Managed-sale state % State tax rate on those gains (preset 0%).
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4. Understanding the Metrics

Beyond the raw inputs, The Race derives and reports the metrics below. This is the glossary to keep

beside you while reading the results.

4.1   Input metrics

Metric What it means and how The Race uses it

Regular federal tax % Ordinary-income tax rate. Applied to the gain in the regular bucket to estimate tax owed
on a sale. Higher rates make selling more expensive.

Capital-gains tax % Long-term rate applied to the capital-gains bucket. Usually lower than the regular rate,
which is why holding period matters.

Market downturn % The size of the modeled decline. Leverage multiplies its effect; it is the single biggest
driver of margin calls and the sell-vs-hold decision.

Bull market gain % The size of the modeled rally. Determines how much a leveraged position out-earns an
unleveraged one on the upside.

Maintenance margin % Regulatory/broker floor for equity ÷ market value. The lower your equity cushion above
it, the smaller the drop needed to trigger a call.

Fire-sale impact % Market-impact (slippage) rate on forced sales. At 0% a margin call is harmless to net
worth; above 0% it destroys equity.

Margin % to non-equities Percentage of the margin loan used for non-equity purchases (0 = all margin buys
equities). Sets how much borrowed money is market-exposed collateral versus
shielded non-market assets, changing both upside capture and margin-call risk.

Custodial margin Buffer in points above maintenance. Defines the custodial line at which proactive,
managed selling begins — ahead of a forced call.

Lump-sum pay down Simulated pay down funded by the sale of stock assets. Account value and loan fall
together, so the equity ratio improves — at the cost of realizing taxable gains today.

Managed-sale tax rates Federal (28%), surcharge/NIIT (3.8%), and state (0%) rates applied to gains realized in
a managed sale.

4.2   Derived (output) metrics

Metric What it means and how The Race uses it

Net worth / Ending equity The dollar value of your position at the end of the scenario: assets minus any loan still
owed. The headline number on each scenario card.

Delta / ROI Change versus today's starting equity, in dollars and as a percentage return.

Loan due Principal plus accrued interest that must be repaid: Loan × (1 + rate × years).

Interest cost The financing drag — interest paid on the margin loan regardless of market direction.
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Metric What it means and how The Race uses it

Gross proceeds / Net
after tax

On a sale: total sale value, and what remains after the ordinary-income and
capital-gains tax is paid.

Break-even downturn The decline at which selling (and paying tax now) exactly ties with holding. Below it,
holding wins; above it, selling wins. Equals Tax ÷ Portfolio.

Call threshold The market drop that first pushes the leveraged position below maintenance margin —
the point a margin call begins.

Forced liquidation Total dollars of stock the broker sells to satisfy the call.

Value destroyed Equity lost purely to fire-sale price impact during the cascade. This is the true cost of a
margin call.

Deficiency owed If the cascade exhausts the collateral, the loan balance still owed to the broker
afterward — you can lose more than your investment.

Custodial line The equity ratio (maintenance + custodial) at which managed intervention begins, and
the market drop that reaches it.

Managed sale Dollars sold in an orderly, executive-managed liquidation to restore the custodial
cushion — at fair prices, with no fire-sale impact.

Preserved vs. forced Equity a managed sale keeps that a forced-sale cascade would have destroyed — the
payoff for acting early.

Sale gain / tax today With a lump-sum pay down: the gain realized by the funding stock sale and the tax it
costs immediately, at the managed-sale rates.

Sale avoided / later tax
saved

With a lump-sum pay down: the managed selling no longer needed at the drop, and the
later managed-sale tax no longer owed, because the smaller position restored the
cushion.
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5. The Scenarios Explained

5.1   Leverage: stock vs. outside the markets
■ Margin → Stock — borrowed money buys more equity, so your market exposure is the portfolio plus the

loan. Gains and losses are both amplified, and this is the position that can face a margin call.

■ Margin → Outside items — borrowed money is spent outside the markets (real estate, equipment,
goods). Only your original portfolio moves with the market; the borrowed cash is shielded from a drop but
also misses a rally.

Each is shown twice — once in the bull market and once in the downturn — so you can see leverage cut

both ways.

5.2   The decision: sell vs. hold
■ Sell before the downturn — realize gains now, pay ordinary-income and capital-gains tax, and hold the

remainder as cash earning the risk-free yield. You sidestep the decline but lock in a tax bill.

■ Hold through the downturn — pay no tax today, but the portfolio absorbs the full unrealized loss.

The break-even insight

Selling only wins if the avoided loss is bigger than the tax you pre-pay. That crossover is the break-even
downturn = Tax ÷ Portfolio. The tool computes it for you.
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6. Reading the Charts

Chart What it shows

The Race — Net Worth Across
the Market

Every strategy's ending net worth across the selected run. In Blended mode the
axis spans a deep drop (left) to a strong rally (right); in Bull mode it runs 0% to
+50%; in Bear mode it runs 0% on the left deepening to −50% on the right, so
the picture worsens as you read. The steeper gold line is the leveraged position;
the flat dashed line is cash after selling.

Ending Net Worth by Strategy A bar for each modeled path under its stated condition, for a quick side-by-side
ranking. The gold band spotlights the sell-vs-hold decision.

Tax Impact of Selling Now Gross proceeds, then the ordinary-income and capital-gains tax subtracted,
then the net you keep.

Margin-Call Cascade The orderly path (meet the call with outside cash) versus the cascade path
(forced selling). They track together until the 'first call' marker, then the cascade
line drops away — the gap is value destroyed. A 'your drop' marker shows
where your scenario lands.
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7. Margin Calls: Cascade & Custodial Management

7.1   The forced-sale cascade
A margin call is not a single event — it can spiral. The Race models this on the marginable equity position:

■ A downturn drops the position below the maintenance margin, so the broker force-sells stock to restore
the required ratio.

■ In a stressed market, that forced selling pushes prices down further — the fire-sale impact — which
re-opens the shortfall and forces another sale.

■ The loop repeats (each a 'fire-sale round') until the account is compliant, fully liquidated, or underwater,
leaving a deficiency you still owe.

The key lesson

With zero fire-sale impact, a margin call is equity-neutral — you simply swap stock for loan paydown. All of a
cascade's damage comes from being forced to sell at depressed prices. That is why forced selling in a crash
is so costly.

7.2   Custodial managed sale — the better path
The purpose of the custodial feature is to manage an approaching margin call in a bear market so it

never becomes a forced liquidation. The custodial line sits a buffer above the maintenance requirement —

for example, with maintenance at 50% and a custodial margin of 5 points, the line is 55%. When the

account's equity ratio falls to 55%, an executive steps in and sells assets in an orderly, managed way,

before the forced call at 50%.

■ A managed sale is executed at fair market prices — it has no fire-sale impact, so it does not destroy
equity the way a forced cascade does.

■ The Custodial Managed Sale panel shows the managed sale amount and the tax it triggers, broken into
federal (28%), surcharge / NIIT (3.8%), and state (0%), then compares the resulting equity to the
forced-sale outcome.

■ The Preserved vs. forced figure is the equity a managed sale keeps that a forced cascade would have
destroyed.

Managed beats forced

A managed sale costs some tax on realized gains, but it avoids the fire-sale value destruction of a forced
liquidation — and in a deep downturn the assets may even be sold at a loss, owing little or no tax. Acting at
the custodial line, ahead of the call, is almost always the better outcome. The status badge reads Safe,
Manage now, or Call territory.

7.3   Simulated lump-sum pay down
The third tool for managing an approaching call is a lump-sum pay down, funded by the sale of stock

assets from the account: stock is sold today and the proceeds pay the margin loan, so the account value

falls alongside the loan. Enter a dollar amount in the Custodial Management panel and the gold
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Simulated lump-sum pay down box shows the before → after effect on every risk number:

■ Account (stock) value falls by the amount sold, and Margin loan due falls with it (a full pay-off shows
'paid off'). Equity is unchanged before tax.

■ The pay-down sale realizes gains, taxed today at the managed-sale rates — shown as Sale gain / tax
today.

■ Manage at drop and Margin call at move to deeper drops: with a smaller position and a smaller loan,
the account can absorb a bigger decline before anyone must act ('never' if the loan is paid off).

■ Equity ratio at your modeled drop improves — same equity over a smaller position.

■ Managed sale needed at the drop shrinks, shown with Sale avoided and the later managed-sale tax
saved.

The trade-off

A sale-funded pay down de-risks the account by shrinking it: selling stock today realizes gains and costs tax
now, and the sold shares give up any future recovery — but the deeper call threshold can keep a bear market
from ever forcing a fire-sale liquidation. Weigh the certain tax today against the risk of forced selling later; in a
deep drop the same shares sold under a margin call would be dumped at depressed prices with fire-sale
impact on top.

8. The Scenario Report

Beneath the charts, The Race writes a plain-language summary generated live from your inputs. It

highlights the leverage edge in the bull case, the protection of outside cash in the downturn, the

margin-call threshold, the sell-vs-hold winner and its break-even, the financing drag, and — when relevant

— the cascade outcome and the effect of any lump-sum pay down (the stock sale that funds it and the

account-value reduction, the sale gain and tax today, threshold moves, the equity-ratio lift, and the

managed selling and later tax avoided).

■ Download — saves the report as a PDF file (inputs, every scenario outcome, the custodial and
pay-down analysis, and the full narrative), named after the client and dated.

■ Print report — opens the browser print dialog for paper or Save-as-PDF, including the charts.
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9. Worked Example

A fresh scenario starts empty — account values and cost bases default to $0 and the margin loan to

$100,000 — so every figure on screen is one you entered. For this example we use an illustrative portfolio:

$1,000,000 total ($400k regular at 32%, basis $300k; $600k capital at 20%, basis $350k), a $250,000

margin loan at 8% over 1 year, 40% of margin to non-equities (so 60% of the loan buys equities), a +25%

bull, a 30% downturn, 25% maintenance margin, a 5-point custodial margin, 15% fire-sale impact,

managed-sale rates of 28% / 3.8% / 0%, and a 4% cash yield — The Race produces:

Strategy Ending net
worth

Why

Your Margin Blend · Bull $1,267,500 60% of margin in equities, 40% outside — between the
extremes.

Your Margin Blend · Downturn $635,000 Only the equity share of margin is exposed to the drop.

Margin → Stock · Bull $1,292,500 Leverage captures the rally on borrowed dollars too.

Margin → Outside · Bull $1,230,000 Borrowed cash misses the rally upside.

Margin → Stock · Downturn $605,000 Full leverage amplifies the loss; loan still owed.

Margin → Outside · Downturn $680,000 Outside cash shielded from the drop.

Sell before the downturn $954,720 After an $82,000 tax bill, then 4% on cash.

Hold through the downturn $700,000 No tax, but the full 30% unrealized loss.

Derived metrics: break-even downturn ≈ 8.2% (so at a 30% drop, selling beats holding); a custodial line

at 30% equity ratio — managed selling would begin near a −66% drop and a forced call near −69%, so the

account is safe at the modeled 30% drop.

Push the loan to $800k, the downturn to 45%, and margin-to-non-equities to 0% (full stock leverage) and

the picture changes sharply. A forced cascade triggers a call near −36%, runs five fire-sale rounds

liquidating ~$863k, destroys ~$129k, and wipes the account out with a small deficiency. The custodial

managed sale instead sells ~$570k in an orderly way, keeps ~$126,000 of equity, and preserves

~$129,000 versus the forced outcome — a vivid case for managing the call rather than being forced into it.

Now add a $300,000 lump-sum pay down at an $800k loan and a −40% drop. The pay down is funded by

selling stock, so the account's marginable value falls from $1,480,000 to $1,180,000 while the loan due

falls from $864,000 to $564,000; the sale realizes about $71,000 of gains costing roughly $23,000 in tax

today. In exchange the margin call moves from about −22% to −36% and the custodial line from −17% to

−32%, and the equity ratio at the −40% drop improves from 3% to 20% — still call territory at that depth,

but the managed sale needed shrinks from roughly $808,000 to about $228,000.
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10. Formulas & Assumptions

For transparency, the core calculations are shown below. P = portfolio (regular + capital), M = margin loan,

i = margin rate, t = years, m = market move (signed), g = outside appreciation, r = cash yield, e = equity

share of margin (1 - Margin% to non-equities).

Loan due            = M x (1 + i x t)

Liquidation tax     = max(0, value - basis) x rate,  per bucket

Marginable value    = P + M x e            (equity share is collateral)

Your Margin Blend   = (P + Me) x (1 + m) + M(1-e)(1 + g x t)  -  Loan due

Margin -> Stock     = (P + M) x (1 + m)  -  Loan due          (e = 1)

Margin -> Outside   = P x (1 + m) + M x (1 + g x t)  -  Loan due   (e = 0)

Hold                = P x (1 + m)

Sell to cash        = (P - total tax) x (1 + r x t)

Call threshold      = 1 - Loan due / [ (P + Me) x (1 - maintenance) ]

Custodial line      = maintenance + custodial

Managed sale S      = MV - equity / custodial-line   (restore the cushion)

Managed-sale tax    = max(0, gain) x (federal + surcharge + state)

Lump-sum pay down S = min(pay down, Loan due, MV)   (funded by stock sale)

  after the sale:     MV' = MV - S;  loan' = Loan due - S;  ratio = (MV'-loan')/MV

'

  sale tax today    = max(0, S - basis x S/MV) x (federal + surcharge + state)

Break-even downturn = total tax / P

Simplifying assumptions: straight-line (non-compounded) interest and yield; a single blended tax rate per bucket with
no wash-sale or holding-period nuance; a one-shot market move at the horizon; and a fire-sale cascade that marks
down the remaining position on each round. These keep the trade-offs clear but should be refined for real decisions.

11. Disclaimer

The Race is provided for educational and illustrative purposes only. Its outputs are estimates based on simplified
assumptions and the figures you enter, and do not constitute financial, tax, legal, or investment advice. Markets are
uncertain and individual circumstances vary. Consult a qualified financial advisor and tax professional before making
any investment or margin decision.


