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Below is a recording of our Redhawk Live Update to help our clients better understand

what we are doing with our portfolios. We hope to send these out every week moving

forward. Click the button below below to listen!  

Market Commentary

Last week major indexes closed near fresh all-time highs as the U.S. and Iran took a step back, avoiding further

escalation in geopolitical tensions.  Iran retaliated to the recent killing of its general by striking against U.S. military bases

in Iraq, but there were no casualties, and the U.S. president softened his comments.  As a result, oil declined 6% on the

week, recording its worst weekly performance since July of 2019.  On the economic front, the December jobs report

marked a slowdown in job gains, but a moderation was expected following November's huge number of job additions. 

Wage growth softened and wages are still growing faster than consumer prices, which is supporting consumer

confidence and spending.
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One escalation in military tensions and one employment report added up to drive the Dow briefly above the 29,000 mark

for the first time ever.  The stock market has picked up in 2020 where it left off in 2019, rising amid several political

uncertainties and positive economic conditions.    

  

Fortunately, tensions have simmered between the U.S. and Iran, but the issue is far from resolved.  You can expect

knee-jerk market reactions based on headlines.  The foreign policy implications are still highly uncertain, but there are

some key takeaways for investors: 

1. Markets don’t like uncertainty, which is often the immediate outcome from events like this.  Don’t expect a quick

resolution or clarity on the U.S. and Iran conflict.  As with most conflicts, the U.S. and Iran conflict will drive daily

volatility in the near term, not a more sustained market downturn.

2. While headlines and uncertainty influence short-term moves, markets take direction from fundamentals and not

foreign affairs, over broader periods.  In terms of broader economic impact, this conflict with Iran is likely to focus

on oil prices rather than global GDP.  To that end, with the U.S. now a net exporter of crude and with oil

consumption (as a % of GDP) currently at half the level it was in the '80s, the present conflict does not appear to

be an imminent threat to the U.S. expansion.  For perspective, the table shows the immediate and longer-term

performance of the market following some notable past conflicts or military events.
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3. The market, in recent years, has been supported by the health of U.S. consumer.  The December jobs report

showed that payrolls rose by 145,000 in the month, enough to hold the unemployment rate at the half-century-low

3.5%, even as more people rejoined the labor force in pursuit of jobs.  Consumer spending will keep the economy

out of a recession this year.  Unemployment shouldn’t go much lower from here, but December's figures signal that

job gains can continue at a reasonable level even as the number of available workers remains tight.

4. Year-over-year wage growth slowed slightly to 2.9%, the first time it's fallen below 3% in well over a year.  On one

hand, that could negatively impact the pace of household spending growth ahead, to the extent consumers don't

offset that with loans or savings.  On the other hand, wage growth remains modest in the context of historically

tight labor-market conditions. This is the longest economic expansion in U.S. history, in part because the economy

hasn't overheated and produced inflation that required the Fed to undercut growth. A scenario of 100,000-plus job

gains each month, continued low unemployment, and wage growth that doesn't put significant upward pressure on

inflation is a scenario that could continue in 2020.

The foundation of the bull market is sound, as the economy is growing, corporate profits are up, and interest rates remain

low.  Investor sentiment has shifted to be more positive as phase 1 of the U.S. and China trade deal is clear.  Valuations

are on the high end and complacency has set in.  This suggests that stocks are more vulnerable to short-term

disappointments.  The stock market has risen 13% since October 8.  Additionally, since then there have only been four

days in which the market fell by more than 0.5%, demonstrating the steadiness of this rally.  Experience has taught us

that even the best markets catch their breath periodically.  It’s prudent for investors to position expectations for a bumpier

road ahead.

Victoria Capital's Strategy Update 
 

No comments.
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Redhawk's Strategy Update
On the heels of the U.S. stock market’s best year since 2013, the first full week of 2020 was a strong one, with the S&P
500 and the Dow rising nearly 1% and the NASDAQ adding almost 2%.  For the S&P 500, it was the sixth positive week
out of the past seven.  Financial markets appeared to take their cues from the U.S. and Iran conflict, with stocks rising on
Wednesday and Thursday after angry rhetoric between the two countries subsided following military strikes.  A gauge of
market volatility, the Cboe Volatility Index, fell about 10% for the week.  The easing in tensions between the United States
and Iran reversed recent upward momentum for crude oil prices, which sustained their biggest weekly drop in six
months.  The price of U.S. crude fell around 6% for the week, dropping to around $59 per barrel.  While unemployment
remained at a 50-year low of 3.5%, the December jobs report showed sluggish wage growth, and the monthly gain of
145,000 jobs marked a modest slowdown in a year when overall jobs growth of 2.1 million trailed 2018’s 2.7 million.  Last
year’s total was the lowest since 2011. 
  
Expectations are low as companies begin to report fourth quarter results this week.  Analysts expect earnings for
companies in the S&P 500 will decline by 2% relative to the previous year’s fourth quarter, according to FactSet. If
there’s a decline, it would mark the first instance since 2015/2016 that earnings have fallen for four quarters in a row. 
Information technology stocks continued to lift the market after a year in which the sector posted a total return of more
than 50%.  A handful of the biggest tech stocks gained more than 1% to lift the broader market on Wednesday, which is a
key factor in the weekly outperformance by the tech-oriented NASDAQ relative to other broad indexes.  For the first time,
the Dow briefly eclipsed 29,000 points, a threshold that it reached briefly on Friday morning before slipping later in the
day and closing at nearly 28,824.  It took just 37 trading sessions for the index to rise to 29,000 after breaching 28,000 in
mid-November.

Redhawk Model Signals  
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S&P and Dynamic Portfolios: Replaced the Large Value sub-category (DGRO) with the Large Growth sub-category
(SCHG) due to underperformance.  Replaced the Preferred Stock sub-category (PFFD) with (FPE) because PFFD had a
performance score of below 60.  Replaced the World Bond-USD Hedged sub-category (IAGG) with the Emerging-
Markets Local-Currency Bond sub-category (ELD) due to underperformance.  Placed the Health (XLV), Financial (XLF)
and the Small Value (XSLV) sub-categories on the watch list due to lagging performance.                                                  
                                                                                                                                   
 

S&P and Dynamic Portfolio Bubble Reports as of 12/31/2019
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Environmental, Social, and Governance Portfolio: Removed the Mid-Cap Growth (AVEGX) and the Large Blend
(VFTAX) sub-categories from the watch list due to improved performance. 
 

Portfolio Bubble Reports as of 12/31/2019 
 

 
 
Growth Stock Portfolio: No changes.
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High Dividend Stock Portfolio: No changes. 
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High Income Portfolios: Replaced the World Bond-USD Hedged sub-category (IAGG) with the Emerging-Markets
Local-Currency Bond sub-category (ELD) due to underperformance. 
 
 

High Income Portfolio Bubble Reports as of 12/31/2019   
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Liquid Income Portfolios: Replaced the Preferred Stock sub-category (PFFD) with (FPE) because PFFD had a
performance score of below 60.  Replaced the World Bond-USD Hedged sub-category (IAGG) with the Emerging-
Markets Local-Currency Bond sub-category (ELD) due to underperformance. 

 
Liquid Income Portfolio Bubble Reports as of 12/31/2019
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The views expressed represent the opinion of Redhawk Wealth Advisors, Inc. The views are subject to change and are
not intended as a forecast or guarantee of future results. This material is for informational purposes only. It does not
constitute investment advice and is not intended as an endorsement of any specific investment. Stated information is
derived from proprietary and nonproprietary sources that have not been independently verified for accuracy or
completeness. While Redhawk Wealth Advisors, Inc. believes the information to be accurate and reliable, we do not
claim or have responsibility for its completeness, accuracy, or reliability. Statements of future expectations, estimates,
projections, and other forward-looking statements are based on available information and the Redhawk Wealth Advisors,
Inc.’s view as of the time of these statements. Accordingly, such statements are inherently speculative as they are based
on assumptions that may involve known and unknown risks and uncertainties. Actual results, performance or events may
differ materially from those expressed or implied in such statements. Investing in equity securities involves risks,
including the potential loss of principal. While equities may offer the potential for greater long-term growth than most debt
securities, they generally have higher volatility. International investments may involve risk of capital loss from unfavorable
fluctuation in currency values, from differences in generally accepted accounting principles, or from economic or political
instability in other nations. Past performance is not indicative of future results. 
 

Economic Data for this Week
 
Monday:

1. Federal budget, U.S. Department of the Treasury.

Tuesday:

1. Consumer Price Index, U.S. Bureau of Labor Statistic.

Wednesday:

1. Producer Price Index, U.S. Bureau of Labor Statistics.

Thursday:

1. Retail sales, business inventories, U.S. Census Bureau.
2. Housing Market Index, National Association of Home Builders. 
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Friday:

1. Job Openings and Labor Turnover Survey, U.S. Bureau of Labor Statistics. 
2. Housing starts, U.S. Census Bureau. 
3. Industrial production and capacity utilization, U.S. Federal Reserve.
4. University of Michigan Index of Consumer Sentiment, preliminary result.

 
 

On 9/13, the “Risk On” algorithm tripped, and we continue to stay invested in equities. 

 
 

Portfolio Managers

The Target Return (TR) portfolios consist of a blend of exchange-traded funds (ETFs)
to provide a range of risk and return characteristics that should meet the needs of

http://eepurl.com/cyJTIz
https://us14.campaign-archive.com/home/?u=64f2ecf4d254ffe3587fb64d6&id=f389ed9a5e
https://us14.campaign-archive.com/feed?u=64f2ecf4d254ffe3587fb64d6&id=f389ed9a5e
javascript:;


investors saving for retirement. Each of these portfolios is designed to achieve a
long-term target rate of return. By utilizing low cost ETFs and by keeping portfolio
turnover low, the ability to produce targeted rates of return is dramatically increased.
For investors seeking current income, the TR Income Portfolio (TRIP) has been
structured to focus on producing both high current income and growing dividend
income. The goal of the Victoria Capital Growth (VCG) portfolio is to provide long-
term growth through a diversified portfolio of individual equities. A theme-based
investment strategy concentrates investments in common stocks of companies that
are expected to grow faster than the overall economy. Owning individual stocks gives
greater flexibility to make changes on a stock by stock basis for each client. By
applying a bottom-up defensive tactical trading discipline, substantial portfolio
reserves can be generated.

Disclaimer: Redhawk Wealth Advisors, Inc. and its officers, employees, affiliates, or members of their
families may have a position, long or short, and may, from time to time, execute purchase or sale
transactions in securities which may be inconsistent with the analysis given herein. The information
contained herein has been derived from sources believed to be reliable, but is not guaranteed as to
accuracy and does not purport to be a complete analysis of any security, company, industry, or index. This
report is not to be construed as an offer to sell or a solicitation of an offer to buy or sell any security. It is
not intended to provide investment advice tailored to your specific situation. You may lose part or all of any
funds invested in any investment discussed in our Daily Research Updates. Past performance is no
guarantee of future success. The information in this report in no way attempts to provide accounting, legal
or tax advice. You should always consult your legal, financial and tax advisors before acting on any
information contained in this newsletter. Additional information is available upon request. 
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