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The Investment Process Magniﬁed to the Tenth Degree

Investors in markets of all types continue to try and assess the damage to corporate earnings that will be seen over
the next few months as a result of the coronavirus. This analysis leads to repricing of all assets, not merely stocks.
It is very important to understand that investments across all major asset classes are related. This is due to the
constant search for yield (or return) relative to risk. As the potential for return in one asset class becomes
outweighed by risk, investors necessarily turn their attention (and capital) to another asset class. The past six
weeks provide a perfect example of this. The volatility that has occurred has given us a once in a lifetime
opportunity to see the investment process magnified to the tenth degree. We have seen huge moves in both
directions in all major asset classes. This is the result of investors worldwide sorting through probabilities of return
in the face of rapidly changing perceptions. What we are witnessing is an extreme version of the day in and day out
work that is investing. At its very essence, investing is all about looking at opportunities to deploy capital and
picking the opportunity that will likely grow that capital the most, without losing it if things turn out differently
than we believe.

So, what is the better investment right now? Is it a stock that is undervalued and whose earnings may rebound
quickly? Is it a bond issued by a large, well-capitalized company that pays interest at a rate higher than that of a
risk-free Treasury bond? Is it gold which may hold its value if the economy worsens and our central bankers are
forced to inject more and more capital into the economy, thereby reducing the value of a dollar? Is it real estate or
other hard commaodities that fulfill an omnipresent need by humans, irrespective of economic condition? Is it the
U.S. dollar that represents the reserve currency of the world and is reflected in the trillions that flows into money
market funds when investors are truly scared and waiting for the smoke to clear? Or perhaps it is U.S Treasury
bonds that represents the safest investment of all and even pay a little bit of interest? Fortunately, the repeating
economic cycle gives us a very good idea of what is likely to be attractive. This “cycle” is made up of changes in
interest rates, which are responsive to supply and demand, and drive access to capital and ultimately corporate
earnings. Earnings of course drive the price of stocks. Tied up in the middle of all this is inflation, which reflects
commodity prices, and is also very much related to supply and demand, as well as interest rates.

If this all seems confusing and makes your head hurt, fear not, for that means that you are a relatively sane person
who has chosen to do something else for a living. It is not important to know how all this works, only that it does
work, and it is going on around us all the time. An investor who can capture a snapshot of the current conditions
set out above has a better than fair chance of determining what assets have the best chance of return, relative to
their inherent risk. The problem today is that we have never seen such a sudden and severe disruption to our trusty
economic cycle. Within a matter of days, we saw both supply and demand within the world economy fall off a cliff.
There was no time or even historical precedent for what interest rates would or should do. Would liquidity
ultimately increase or decrease thereby causing even further disruption to companies’ ability to generate
earnings? Would the drop in demand be so severe that commaodity prices would fall, and the economy would enter
a deflation, or would the extraordinary action of our Federal Reserve to flood the bond markets with liquidity
override the deflationary pressures and result in inflation? Would inflation devalue our dollar, and would that be
supportive of stock prices or simply result in a flight to gold or other hard assets as a store of value? All of these
questions and more have been thrust upon the collective wisdom of millions and millions of really smart investors
worldwide, with the ultimate outcome hinging in large part on a viral pandemic outside of normal human control.

As | ponder an answer to the question of what the better investment in times like this is, | can make the case for
most if not all the assets set out above. That fact alone is unusual and should cause an investor of my admittedly
limited intellect to step back and remember the first rule of investing. A rule that comes before all else. So much so
that Warren Buffet has identified that it is also the second rule. When in doubt - try not to lose money! The world
around me appears very much in doubt.
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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.

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 high-
er 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.

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.

Cabana claims compliance with the Global Investment Performance Standards (GIPS®). GIPS® is a trademark of the CFA Institute. The CFA
Institute does not endorse or promote this organization, nor does it warrant the accuracy or quality of the content contained herein. To
receive a GIPS Report and/or a firm’s list of composite/pooled fund descriptions please email your request to info@thecabanagroup.com.

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