
Following last Wednesday's market drop and my commentary, our algorithm signaled a scene change and we have         
re-allocated to more defensive positions. We remain overweight in equities but the character of those equity positions has 
changed. We have moved out of higher beta (risk) positions and into large, non-cyclical dividend payers as a rule. We 
have also reduced our exposure to foreign markets and increased our bond exposure. All of these steps were taken to    
protect against further losses should the current selloff continue. Today, equity markets continue to try to stabilize and      
volatility is elevated. We have now witnessed two weeks this year when investors have literally sold all assets and run for the 
exits. The first occurred in February and the second last week. Both events coincided with a huge jump in interest rates and 
resulted in "nowhere to hide" market conditions. Widespread fear of rising rates, coupled with a U.S. trade war with China 
(the world's second largest economy) is a recipe for a rocky investment road. Year-to-date international stocks are down 
significantly, as are bonds and real estate. Even gold is down and it usually catches a bid when times get tough. I read this 
morning that although the S&P 500 is currently up for the year, 176 of the 500 stocks in the index are down more than 
10%. I believe all of this pain can be attributed to rising interest rates in the U.S. and the ensuing strength in the dollar. 
While the impetus may be good, in that we are experiencing record low unemployment as well as blowout corporate    
earnings, the fallout in other assets is being felt. In many respects, investing is a zero sum game. When money flows to one 

place, it necessarily leaves another. I will opine once again that we need other      
economies to participate if we want to keep this bull market going. We are now      
entering what is  expected to be a great earnings season and I am hopeful that we 
will regroup and focus on the strong underlying fundamentals. This could very well 
lead to a fourth quarter rally into years end. During the interim, we will stick to our 
process, avoid predictions and remain true to our mantra of avoiding losses when 
possible. 
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In follow up to last Wednesday’s commentary on the dramatic market selloff, below is a quick update from 
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OCTOBER 15, 2018 

IMPORTANT DISCLAIMERS 

This material is prepared by Cabana, LLC, dba Cabana Asset Management and/or its affiliates (together “Cabana”) for informational purposes 

only and is not intended to be relied upon as a forecast, research or investment advice, and is not a recommendation, offer or solicitation to buy 

or sell any securities or to adopt any investment strategy. The opinions expressed reflect the judgement of the author, are as of the date of its   

publication and may change as subsequent conditions vary. The information and opinions contained in this material are derived from proprietary 

and nonproprietary sources deemed by Cabana to be reliable, are not necessarily all-inclusive and are not guaranteed as to accuracy. As such, 

no warranty of accuracy or reliability is given and no responsibility arising in any other way for errors and omissions (including responsibility to 

any person by reason of negligence) is accepted by Cabana, its officers, employees or agents.  

 

This material may contain ’forward looking’ information that is not purely historical in nature. Such information may include, among other things, 

projections and forecasts. There is no guarantee that any forecasts made will come to pass. Reliance upon information in this material is at the 

sole discretion of the reader. Past performance is not a reliable indicator of current or future results and should not be the sole factor of          

consideration when selecting a product or strategy. All investment strategies have the potential for profit or loss. All strategies have different     

degrees of risk. There is no guarantee that any specific investment or strategy will be suitable or profitable for a particular client. The information 

provided here is neither tax nor legal advice. Investors should speak to their tax professional for specific information regarding their tax situation. 

Investment involves risk including possible loss of principal. 

 

Cabana LLC, dba Cabana Asset Management (“Cabana”), is an SEC registered investment adviser with offices in Fayetteville, AR and Plano, TX 

The firm only transacts business in states where it is properly registered or is exempted from registration requirements. Registration as an         

investment adviser is not an endorsement of the firm by securities regulators and does not mean the adviser has achieved a specific level of skill 

or ability. Additional information regarding Cabana, including its fees, can be found in Cabana’s Form ADV, Part 2. A copy of which is available 

upon request or online at www.adviserinfo.sec.gov/.  

 

The Financial Advisor Magazine 2018 Top 50 Fastest-Growing Firms ranking is not indicative of Cabana's future performance and may not be 

representative of actual client experiences. Cabana did not pay a fee to participate in the ranking and survey and is not affiliated with Financial 

Advisor magazine. RIAs were ranked based on percentage growth in year-end 2017 AUM over year-end 2016 AUM with a minimum AUM of 

$250 million, assets per client, and growth in percentage assets per client. Visit www.fa-mag.com for more information regarding the ranking. 
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