
Last week selling accelerated across all equity markets. This occurred despite relatively strong earnings reports by the 
majority of companies. Additionally, 3rd quarter GDP numbers beat expectations, coming in at +3.5%. Consumer 
spending made up the bulk of the growth, which is generally a good thing seeing as the consumer makes up some 70% 
of the domestic economy. The consensus says that as long as the consumer is spending we are not headed for recession. 
All in all, it appears that markets have taken the position that things simply can't get any better than they have been over 
the past twelve months, and we are seeing deterioration from the lofty positions we have enjoyed. Investors are thus   
assessing the relative value of assets in a more moderate growth environment moving forward. The stock market is a 
leading indicator of the economy and as of market close on Friday, more than 75% of all stocks on the NYSE were   
trading below their 200-day moving average. This fact alone is not a good sign. Chart 1 below shows the divergence 
over the past three months between the S&P 500 and emerging markets. Chart 2 below shows the divergence over the 
past three months between the S&P 500 and other developed markets. We have seen a pronounced shift away from 
growth and high beta assets to defensive equities such as consumer staples, healthcare and utilities. Yields have also 
pulled back precipitously and bonds, treasuries and other income proxies have outperformed riskier assets over the past 
few weeks. Clearly, investors are becoming more and more cautious. International equities continue to lag and are now 
in bear market territory. I have mentioned this in several commentaries over the past few months and my fear that we 
would eventually be pulled down with them may be coming to fruition. We need other world economies to participate in 
the growth story for the U.S. stock market regain its footing. Likewise, I am hopeful that our Federal Reserve is aware that 
the relentless pursuit of raising rates is causing real problems internationally. We are still within the boundaries of a    
normal correction as part of a much larger secular bull market. We are also in deeply oversold conditions whereby a 
large and quick rebound in stock prices is likely over the next few weeks (if not sooner). The response to that rebound 
may very well tell us whether we have seen the top of the market for the current cycle. If investors start selling into 
strength as opposed to buying weakness, we will know that things have changed. For now we remain cautiously bullish 
and will avoid making predictions, but will take it as it comes.  
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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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