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For a change this week, I’d like to provide some insight into what it means (good and bad) to have a rules-based
process. There is a chart of the S&P 500 over the past three years for reference on Page 2 of this commentary.
My idea for this week’s commentary comes as a result of two different conversations that I have had with
professional advisor partners over the past week. The first advisor lives in California and uses our Target
Drawdown Professional 10 almost exclusively. He and I met a year or so ago when I was speaking at a conference
in Newport Beach. During our phone call he asked me how I was able to hold up emotionally/psychologically
during this incredibly difficult year. What he meant by the question was that he understood how hard it is to make
investment decisions for thousands of people out there, even in normal years. He could only imagine what that
must be like in a year like 2020, when we have truly entered uncharted and very scary waters. The second advisor
is from Florida and he also uses our Target Drawdown Professional Series Portfolios. He asked me how to explain
to a client the ups and downs of our portfolios since the market top at the beginning of September and,
particularly, since the election at the beginning of November. He has a client who wanted to know why we recently
seem to be down on days that the market is down, and not up as much on days that the market is up.
Both of above described questions can be answered by the fact that we follow a rules-based process all the time.
Let me explain. We have worked over the better part of two decades to build our portfolios with risk management
at the forefront. We even put an intended target drawdown percentage on each portfolio. We tell clients up front
that we strive for our portfolios to stay within an easy-to-understand numerical percentage (drawdown) through
all market types. I will note that target drawdown percentages are just that – targets, not guarantees. So, why do
we do it this way? We believe that there are only three main objectives that must be met for an investor to do well
over a reasonable investment horizon of three to five years. First, an investor must engage in the investment
process. We are all much more likely to get involved in this wonderful world of investing if we understand the risk
involved when things turn south. Things always turn south sooner or later. By putting that targeted risk right on
the front page in a way that anyone can understand, we give investors an opportunity to truly invest in something
they understand and are comfortable with. Second, an investor must avoid large losses. This is simple math. If an
investor loses 50 percent of his/her portfolio’s value at any given time, he/she has to make 100 percent back just to
get even! Big losses are a killer. Third, an investor must stay invested. Public markets move up and down all the
time, but over time they typically go up. Did you know that over any 20-year rolling period going back to the 1800’s,
the S&P 500 (or its proxy) has ended the 20-year period higher than it began? I cannot guarantee this in the future,
but it is absolutely worth considering.
Our rules-based process seeks to meet all three of these objectives. We provide an easy-to-understand investment
process that addresses what is on every investor’s mind at the outset. As a result, investors get involved. He or she
simply picks his or her drawdown number and off we go. Second, when bad times come, we remove risk
incrementally and strive for all Target Drawdown Series products to stay at or around their intended drawdown
number. The goal is to limit large losses and encourage the investor to have confidence in his or her decision. This
makes it extremely likely he or she will stay invested over the longer term. We believe that is all there is to it.
Continue reading on Page 2.
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At Cabana, we focus entirely on maintaining our target drawdown percentage. We model all types of conditions
over the past 20 years so that we have an idea of what allocation mix we believe (via our algorithm) offers the most
protection as we move throughout the repeating economic cycle. Our more conservative portfolios are designed to
protect more than our more aggressive portfolios. As such, the more conservative portfolios typically have more
inverse or non-correlated assets at any given time than do our more aggressive portfolios. What all portfolios have
in common is that they respond to deteriorating or improving markets by removing or adding risk when things
change. These are the rules, and they are designed to protect drawdown first, even if that means missing
short-term gains or keeping up with the Dow or S&P 500. This also means that we move when our system tells us to
move - even if it is possible that we are wrong, and the selloff is just a regular old-fashioned pullback and not
something more serious. It is our process that provides the answer to each of my partners’ questions. We are able
to deal with the highs and lows of investing, even when we are scared and feel unsure, because we have a process
to fall back on that has been built over years and years and all types of markets. Along with this, we are not trying
to outsmart anyone. We just want to meet our three easy objectives. That is the good. This same process explains
why during periods of market volatility we are likely to underperform. We always err on the side of protecting
principal and seek to avoid a large loss (drawdown). When market and fundamental conditions become
threatening, we seek to protect first and ask questions later. We believe there is time to make money when
conditions improve. Everyone always wants to avoid losses and at the same time always make money.
Unfortunately, that is not how it works in investing. Sometimes you must make a choice. That is the bad. At
Cabana, we prioritize minimizing losses.
The chart below gives some perspective on what I mean by prioritizing the protection of losses, even when it
comes at the cost of short-term gains. Implied in this is the fact that some rules-based process is necessary in the
world of professional money management. Without it there would not be very many old money managers. The
yellow highlighted boxes represent times over the last three years whereby our algorithm, CARA, recognized a
threat to our clients’ portfolios and triggered reallocations to remove risk. Each of these occasions proved to be
normal (albeit volatile) pullbacks within a cyclical bull market in stocks. During each of these times it could be
easily argued that we jumped the gun and should have stayed put. If we had, we would have likely captured all of
the gains on the bounce back up. The box on the far right that reflects market conditions over the past two months
is especially revealing. The stock market dropped 10% straight down and then rose straight back up four times in a
row. This “whipsaw” is certainly not fun and results in questions like, “Why aren’t you keeping up with the S&P 500
this month?” The red circled timeframes reflect real bear market conditions, which we believe can irrevocable
damage investors and can cause us to violate our drawdown parameters. This is what we (via CARA) seek to avoid
and why our process is so robust. We are always listening for the train, even when we cannot see it. We get off the
tracks even if the train may ultimately end up somewhere else, and even if it causes us a delay in getting to our
destination. As my mother has said many times, it is better to be a little late and get there alive.
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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
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.
Past performance is no guarantee of future results. All investment strategies have different degrees of risk and the corresponding potential for
profit or loss. Asset allocation and diversification will not necessarily improve returns and cannot eliminate the risk of investment losses.
“Target Drawdown” is merely a descriptive term used to describe the general strategy and objective of the portfolio, it is not a guarantee, nor
should it be construed to suggest safety or protection from loss. There is no guarantee that portfolio performance will remain consistent with
the targeted drawdown parameter. While risk 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 and there is no guarantee that Cabana’s strategies will be suitable for any
investor. Investors and advisors should not simply rely on the name of any portfolio to determine what is suitable. It is the responsibility of
investment advisors to determine what is suitable for their clients. Cabana manages assets on multiple custodial platforms. Performance
results for specific investors will 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.
The COVID-19 health epidemic has had substantial global economic impact on financial markets. As of March of 2020, restrictions to travel
and business spanning the economy for activities not deemed essential have been imposed throughout the United States. These restrictions
have caused unprecedented volatility and uncertainty in capital markets and have negatively impacted the economy. It is unknown how
severe the impact to the economy and capital markets will be if the epidemic persists for an extended period of time. The epidemic may have
a material adverse impact on Cabana’s investment advisory business including, but not limited to, the performance of our portfolio strategies.
For additional information regarding our services, including performance disclosures, please visit https://thecabanagroup.com/disclaimers/.
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