
How We’re Doing After a Real Deal Gut Check  

In response to a truly extraordinary and painful week in the world equity markets, I believe it is appropriate to    
update all those who have entrusted us with their hard earned money on where we stand following the drop from 
all-time highs in the broad U.S. markets that began on February 19. I also think it is important to convey just how 
hard we work to meet (and even exceed) the expectation we set for ourselves and each of you.  
 
I will start by acknowledging that what we have seen over the past seven trading days is unprecedented in recent 
history. The pronounced selling has been rapid, sustained and can fairly be described as a “black swan” event. At 
yesterday’s market close, the Dow was down 14.1%, the S&P 500 was down 13.01% and the Nasdaq was down 
13.5%. This week alone saw the Dow lose more than 3,000 points. Trillions of dollars have been stripped from the 
market capitalization of U.S. stocks. The selling has been broad and deep. No risk asset was exempt. The              
benefactor of this selling has been bonds and, most notably U.S. treasuries, as money flowed to perceived safety.  
 
As many of you know, we have a systematic and rules-based process of allocating money to asset classes that are 
attractive at various points within the repeating economic cycle. We constantly monitor important fundamental 
data, such as interest rates, the yield curve and year-over-year earnings of the best companies in the United States. 
We also monitor a variety of technical price information in conjunction with this all-important underlying             
fundamental data, which is the foundation of investing in general, and asset class performance in particular. This 
process allows us to provide investors with a novel and transparent way to invest. We attempt to identify and     
target the intended drawdown of each of our core portfolios during times of stress. Moreover, we provide a       
drawdown number, which represents in percentage terms the intended drawdown of the portfolios when market 
conditions deteriorate.  
 
In simple terms, we seek to provide investors with a clear understanding of how much money they can be            
expected to lose in a bad market. Of course there are no guarantees on hitting the drawdown number or exceeding 
it, but at least an investor understands the intent and parameters of their portfolio. As our company has grown, I 
have spent a good deal of time talking with institutional investors and professional money managers of all types. I 
can tell you this, it takes a lot of guts to put a drawdown number on the front of our portfolios. I have been told 
more than once that I must be crazy. I don't think I am crazy. I think it is the right thing to do, and it is the only way I 
would want to invest if I didn't do this for a living. In fact, I didn't always do this for a living, and that is why we built 
it this way.  
 
With all of that said, no system can be fully prepared for an event that is based upon factors outside the scope of 
the intended system. What we have seen over the past ten days is based upon fear of a biological illness whose 
short- or long-term impact is unknown. The effects that will be felt by things that matter to asset price, namely 
earnings, are speculative at best. While undoubtedly there will be some reduction in the supply chain due to        
ongoing (although improving) restrictions in China, the fact remains that as of today, the consumer in the U.S. is 
strong, earnings have been solid and demand in the U.S. remains robust. I do not want to minimize any illness that 
has sickened or caused the death of anyone, but novel coronavirus is much less of a relative threat to a human 
than the flu. The vast majority of those infected do not require medical treatment. Those that do require medical 
intervention usually have other conditions that complicate recovery, are very old or very young. The mortality  rate 
outside of China is deemed to be less than 1%. These are objective facts. This, however, is not the collective          
perception of worldwide investors, and perception very quickly becomes reality.  
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At Cabana, we have spent the better part of the last fifteen years building models that account for all kinds of    
market conditions, and it is important to continually add to that body of learning as we work to get better. The    
psychological panic we have seen, as well as the circumstances surrounding it, provide an invaluable opportunity 
to improve. By improve, I mean to build an investment methodology that is even more robust in the face of known 
and unknown circumstances.  
 
While the past week has been unsettling and stressful to all of us, I am incredibly proud to report that all portfolios 
in our Target Drawdown Series remain inside their respective target drawdown. This fact in and of itself is a     
significant accomplishment given the speed at which the losses occurred and the lag we have built into our        
software. It is important to not be over reactive in the vast majority of circumstances and to proceed  deliberately 
and incrementally. Under the present circumstances, such caution was not advantageous, but our Cyclical           
Asset Reallocation Algorithm (CARA) has again proven broad enough to manage extreme and unforeseen             
conditions.  
 
Below are our estimated performance returns since February 19, when each of our portfolios were at an all-time 
high.  
 
Cabana Target Drawdown Income 5:  

 Gross: -3.88% Net: -3.89%  

Cabana Target Drawdown 7:  

 Gross: -5.59% Net: -5.60% 

Cabana Target Drawdown 10:  

 Gross: -9.08% Net: -9.09% 

Cabana Target Drawdown 13:   

 Gross: -10.75% Net: -10.76% 

Cabana Target Drawdown 16:  

 Gross: -10.45% Net: -10.46% 

Cabana Target Drawdown 20:  

 Gross: -10.45% Net: -10.46% 

Cabana Target Drawdown Efficient 10:   

 Gross: 9.79% Net: -9.80% 

These results are unverified estimates and based upon preliminary average returns between custodians. Net      
performance includes a maximum investment advisory fee of 2%. Actual performance results, which can be found 
here, are independently examined by our GIPS verifiers and published on a monthly basis. 
 
To be able to achieve broad market gains when times are good, while still protecting against large losses is what 
we are all about. CARA signaled a scene change on Wednesday of this week and each of our portfolios were          
reallocated on Friday to remove substantial risk in the event that this week’s selling continues. All portfolios are in 
a position of relative safety at this time. Due to oversold conditions and the need for short sellers to cover their    
positions, we are likely to see an explosive rally during the next few days. When that process subsides, we will see 
whether perception really has become reality and selling resumes. If it does, we are allocated appropriately.   
 
I want to specifically acknowledge our trading and operations team that worked 16-hour days on Wednesday and 
Thursday of this week to reduce our standard two-day blackout period to one day, so that trading could be           
accomplished ahead of schedule. I am incredibly proud of how much it matters to everyone in our firm that we get 
it right and fight for our clients every day. Lastly, I want to express how humbled I am by our professional advisor 
partners and other investors who trust in the process and stay on the path that is investing. It is not always easy, 
but the rewards can be life changing.  
 
A great article that our CCO, Daniel Ippolito, provided to me regarding the 
coronavirus and similar pandemics over history can be found here.  
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https://theprudentspeculator.com/wp-content/uploads/2020/02/20200229_epidemics.pdf?utm_medium=email&_hsenc=p2ANqtz-8RgksZjb14OhCvYVBYY7dde67ltw41xZY3H5uYrt80KZfxGPU6AlX2TsNeyZQUoB1sOvB8-kaAhDO6EZ-lqa1gZ23in0GvQ_ceFp2l6p8wfxoDXbY&_hsmi=84009714&utm_source=hs_e


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           
Financial 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. 
 
For additional information regarding our services, including performance disclosures, please visit www.thecabanagroup.com. 
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