
 

I am writing today’s market commentary from Dallas. Tomorrow morning, I have been asked to be a panelist at the 
Texas RIA Summit.  One of the main topics for discussion is how to manage portfolios given the risks anticipated in 
2020. I thought I would incorporate my presentation tomorrow with our weekly discussion.  

The past few months have seen a real slowdown in growth prospects domestically and around the world. Interest 
rates have plunged to near record lows. The United States is one of very few countries to pay a positive return for 
investment in their bonds. As such, we have seen a flight to our treasuries across all parts of the yield curve. Longer 
term treasuries have seen the most inflows. This has led the yield on longer-duration bonds (like the 10 year) to be 
pushed below short-term bonds (like the 2 year). I have mentioned many times that this is a generally unhealthy 
economic condition and is consistent with a recession on the horizon. It also makes it very difficult for banks to 
make money on their loans. This results in restriction of monetary supply at the very worst time. Of course, much 
of this negativity is due to trade tariffs, which act as a tax on the supply chain. This negatively impacts both ends. 
China as an exporter is hurt because goods produced there are suddenly more expensive. The U.S. as a net           
importer is hurt because those increased costs must be borne by the company here purchasing the goods or 
passed on to the consumer. Any way you look at it, tariffs hurt earnings. This situation has been at the forefront of 
investors minds and is very much tied to the hopes that our Federal Reserve lowers rates this month to boost      
liquidity (money supply) in the U.S. economy. As a result, the market is being driven by the latest news out of our 
White House. Investors are trying to decipher if a trade resolution is in the cards and if so, how that will impact a 
rapidly slowing economy. It is hard enough to evaluate the relative attractiveness of various assets when things are 
presented in an orderly and predictable fashion. It is nearly impossible when it is presented via random tweets. 
This new reality of how fundamental and important economic information is conveyed has been a major factor in 
the stock market’s volatility.  

So, what do we do as investors in the face of the weekly risk on/risk off swings? Well, I think we focus on the facts. 
Earnings growth is waning here in the U.S. and is negative in many other parts of the world. Commodities of all 
types are in bear markets. Inflation is negligible as a result, and higher interest rates are not supported by             
demand side growth. Bonds have had a huge run up, even after selling off this week. With record low rates and no 
inflation, dividend payers and real estate looks attractive. Blue chip staples and utility stocks look awfully good 
considering they yield 2 or 3X what bonds yield. After all, people continue to buy diapers, shampoo, and Coca Cola, 
even in the worst of times. As long as unemployment remains at record lows, people will continue to pay their 
mortgages and business owners will keep paying rent. REITs (real estate) pay dividends and should benefit.         
Corporate grade and junk bonds are worthy of a look as well. Bonds of all types are down the risk spectrum and 
pay a good deal more than their treasury counterparts. I also like preferred stocks. Like corporate grade bonds, 
they pose less risk than their equity counterparts and the dividend is appealing.  

All of this is subject to the next tweet, and anything can change on a moment’s notice.  

Last week’s market commentary can be found here.  
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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. 
 

The Financial Advisor Magazine 2019 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 Finan-
cial Advisor Magazine. Working with a highly-rated advisor also does not ensure that a client or prospective client will experience a higher level 
of performance. These ratings should not be viewed as an endorsement of the advisor by any client and do not represent any specific client’s 
evaluation. RIAs were based on number of clients in 2018, percentage growth in total percentage assets under management from year end 
2017 to 2018, and growth in percentage growth in assets per client during the same time period.  Visit www.fa-mag.com for more information 
regarding the ranking.  

 
Cabana claims compliance with the Global Investment Performance Standards (GIPS®). In addition to the firm’s third-party verification, six of 
Cabana’s core portfolios have been performance examined consistent with GIPS® standards. The Global Investment Performance Standards 
are a trademark of the CFA Institute. The CFA Institute has not been involved in the preparation or review of this report/advertisement.        
Verification assesses whether (1) the firm has complied with all the composite construction requirements of the GIPS standards on a firm-wide 
basis and (2) the firm’s policies and procedures are designed to calculate and present performance in compliance with the GIPS® standards. 
Verification does not ensure the  accuracy of any specific composite presentation unless an independent performance examination has been 
conducted for a specific time period. Past performance is not indicative of future results. Due to various factors, including changing market 
conditions, the portfolios may no longer be reflective of current positions.  
 
No client should assume that the future performance of any specific investment or strategy will be profitable or equal to past performance. 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 any investor. Asset allocation and diversification will not necessarily improve an       
investor’s returns and cannot eliminate the risk of investment losses. While loss tolerance and targeted "drawdown" are identified on the 
front end for each portfolio, Cabana's algorithm does not take any one client's situation into account. It is the responsibility of the advisor to 
determine what is suitable for the client. An advisor should not simply rely on the name of any portfolio to determine what is suitable. Cabana 
manages assets on multiple custodial platforms. Performance results for specific investors may vary based upon differences in associated 
costs and asset availability. 
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