
Just when I thought the October lows in equity markets had held and we were in for a shot at a Christmas rally, bond yields    

collapsed, sending stocks diving back to the late November lows. To me, bond yields are a much more important indicator of   

economic weakness than anything else. I commented a few weeks ago that we had yet to see a flight to bonds as a safe haven, 

even in the face of steep selloffs in stocks during the year. That fact gave me some hope that the market volatility was due to 

more transient political issues, coupled with the much needed normalization of monetary policy. Things took a turn for the worse 

last week. The bond market forecast a significant slowdown in economic growth going forward. This is evidenced by the 10 Year 

Treasury Bond dropping from 3.24% to 2.88% in a matter of days. If the Federal Reserve follows through with its planned rate 

hike this month, the 2-10 year yield curve will invert. This will likely produce more selling of stocks, as there is a common belief 

that such an inversion presages a recession. All recessions since 1960 have occurred after a yield curve inversion. However, not 

all inversions have resulted in a recession. I read an article last week from Ned Davis Research, which suggested that across all 

asset classes, 2018 has been the worst year since President Nixon was in office. While equity markets have seen steeper declines, 

they haven't done so while all other assets were underwater as well. For reference, consider this: the S&P 500 and Dow U.S. 

stock indexes are down for the year (previously the only bright spot in the world), Developed World Stock Indexes are down 12%, 

Emerging Market Stock Indexes are down 13%, commodities are down 6% (oil is down 32% in the last two months), Treasuries 

are down 6.4%, corporate bonds are down 1.6%, and even gold is down 5.6% - all as of Friday, December 7. The only winner is 

cash. The U.S. dollar is up 8.1%. Unfortunately, cash doesn't pay anything - and it sure doesn't keep up with low long term       

inflation. As such, all the money coming out of all other asset classes has to eventually get deployed somewhere. Right now it is 

looking more and more like its going into bonds, and particularly safe haven U.S. Treasuries. That is not a good sign for our     

economy or stocks.  

Last week’s market commentary is available for download here.  

Below is a snapshot of last week’s market performance and what to watch in the week ahead from Chadd Mason, 

Cabana CEO and co-founder.  

NOVEMBER 5, 2018 

G. Chadd Mason 

CEO, Cabana Holdings 

For more information about Cabana, including its services, portfolio performance, 

professional opinion articles and industry news, visit www.cabanaportfolio.com.  
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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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