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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 U.S. stocks closed higher, recording their biggest gain in six months.  Better than expected U.S. economic

data and optimism that the economic impact from the coronavirus will be contained drove the S&P 500 to a new record

high.  January's jobs report showed that the U.S. economy added a solid 225,000 jobs, wage growth accelerated, and

more workers were pulled from the sidelines and into the workforce. Also, the Purchasing Managers' Index (PMI), a

measure of manufacturing activity, unexpectedly expanded in January to the highest level since July.  Furthermore,

China announced that it will cut tariffs on $75 billion of U.S. goods as part of the phase-one trade agreement.  While the

year is off to a strong start, economic news will likely turn more balanced in the months ahead as the impact from the

coronavirus and the Boeing 737 Max issues find their way into the data, potentially triggering volatility.

Stocks continue to be supported by a solid economy in 2020.  Last week's jobs report showed the economy produced

225,000 jobs in January, boosted by gains in education and health services.  The fourth-warmest January on record also

helped increase construction jobs.  January's unemployment rate edged up, but for the right reasons, as workers, lured

back into the jobs market on higher wage gains, raised the jobs participation rate to 63.4%, the highest since 2013.  In

contrast to the robust service sector, manufacturing shed 12,000 jobs in January.  Wage gains were up slightly for the

month but increased to 3.1% year-over-year, compared to 2.9% in December 2019, but lower than the 50-year average

of 4%.  The three-month average of job gains at 211,000 is double the pace needed to absorb new entrants.   Over the

course of the year, the jobs market should continue to support consumer spending and economic growth this year,

serving as support for share prices to rise.

 

In 2019 equities posted their best performance in six years, with large-cap stocks climbing 32% on the backs of solid
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earnings growth and subdued prices heading into this year.  Since that time earnings growth has slowed, and valuations

on large-cap stocks have surpassed their five-year and 10-year averages.  With two-thirds of firms having reported

quarterly earnings so far, the earnings picture is shaping up to be better than initially forecasted.  Historical average

earnings and solid economic fundamentals will help keep this bull market from stalling with occasional market pullbacks

during the year.

 

Over 31,000 coronavirus cases have been reported as of February 7, 2020, according to the World Health Organization. 

A total of 270 of these cases are outside of China, showing up in 24 countries.  In its annual report to Congress released

last Friday, the Federal Reserve stated that the coronavirus could negatively impact global growth given the size of the

Chinese economy and the global reach of the pandemic, which has limited travel, shuttered businesses, and disrupted

supply chains only a month after the first reported case earlier this year.  Bond markets last week reflected growing

investor concerns as the 10-year yield fell below 1.6% despite the strong jobs report.

 

As last week's market gains show, following two down weeks, share prices should continue to increase in 2020, even

with a few stumbles along the way.  Enhanced diversification across asset classes and having the proper mix of equites

and bonds can help withstand short-lived bouts of volatility. 

Victoria Capital's Strategy Update
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Is there a relationship between economic growth, money supply and inflation? As far as we can tell, there is no
relationship among these variables so investors shouldn’t be spending too much time evaluating a ¼% increase in the
fed funds rate or how fast the various measures of money supply are growing. The basic theory associated with
“monetarism” is that growth in the money supply causes inflation. Yet our recent experience demonstrates there is no
relationship between the growth in money as measured by M1 (currency in circulation plus demand deposits) and
inflation as measured by the CPI (consumer price index). In the following exhibit, one can see that dramatic changes in
money supply growth had virtually no effect on inflation over the past decade. The last time we had serious distortions
brought about by inflation was in the late Seventies coincident with a jump in the price of oil.

Another characteristic of money supply growth is volatility. One would think that such volatility would have an effect on
the economy but economic growth, as reflected in the exhibit, has remained relatively stable over time with periodic
slowdowns brought about by non-economic reasons. There can be other causes for inflation but growth in the money
supply is not one of them.
 
Last week, we sold stocks in both the Growth Equity and Growth & Income portfolios. No changes were made to the
Target Return portfolios.  

Redhawk's Strategy Update
On the heels of a 2% decline the previous week, stocks roared back to their biggest gain in eight months, with the S&P
500 and the Dow climbing more than 3% and the NASDAQ adding 4%.  The indexes set new record highs on Thursday
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but pulled back on Friday.  Among the factors that fueled the week’s rally was a move by China to slash tariffs on U.S.
imports, in line with a recent phase-one trade deal.  In addition, quarterly earnings generally met or exceeded analysts’
expectations and initial fears about the economic impact from the coronavirus outbreak eased somewhat.  U.S.
employers added 225,000 jobs in January, exceeding economists’ expectations and topping 2019’s monthly average
gain of 175,000.  Although the unemployment rate rose to 3.6% from 3.5%, the small increase was attributed largely to
more Americans re-entering the workforce to look for jobs.  U.S. crude oil prices entered a bear market early in the week,
slipping below $50 per barrel to a level that was more than 20% below a recent high.  The drop was attributed largely to
concerns that the coronavirus outbreak could weigh on global economic growth, reducing demand for oil.
 
The Chinese stock market benchmark tumbled nearly 8% on Monday, which was the steepest decline since August
2015, investors reacted to the coronavirus outbreak following an extended trading break during China’s Lunar New Year
celebration.  China’s central bank responded to the coronavirus fears by injecting cash into the nation’s financial system. 
Demand for U.S. government bonds eased in the wake of a recent surge that sent prices higher and yields dropping to
the lowest levels in five months.  After falling to 1.52% at the end of the previous week, the yield of the 10-year U.S.
Treasury bond rose to 1.58%, which is far below its year-end 2019 yield of 1.92%.  With fourth-quarter reports in from
nearly two-thirds of the companies in the S&P 500, it remained a close call as to whether earnings will rise, or decline
compared with the same quarter a year earlier. According to FactSet, the earnings growth rate was 0.7%, based on
actual results as of Friday and expectations for companies that haven’t yet reported. 

Redhawk Model Signals
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S&P and Dynamic Portfolios: Removed the Healthcare sub-category (XLV) off the watch list due to improved
performance.  Placed the Real Estate sub-category (XLRE) 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: No changes.
 

Portfolio Bubble Reports as of 12/31/2019

Growth Stock Portfolio: Replaced Heico (HEI) with Adobe (ADBE) and T-Mobile U.S. (TMUS) with Chipotle Mexican
Grill (CMG) due to underperformance.
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High Dividend Stock Portfolio: Replaced Dorchester Minerals LP (DMLP) with Legg Mason (LM), Shell Midstream
Partners LP (SHLX) with PepsiCo (PEP), and Magellan Midstream Partners LP (MMP) with Whirlpool (WHR) due to
underperformance. 
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High Income Portfolios: No changes.

 
High Income Portfolio Bubble Reports as of 12/31/2019   

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:;


      
 

Liquid Income Portfolios: No changes.

Liquid Income Portfolio Bubble Reports as of 12/31/2019
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Analytics for the bubble charts and E-valuator scores are provided by E-Valuator, LLC.  All rights reserved. Analytics for
the Risk Number and supporting information are provided by Riskalyze.  All rights reserved. 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. No major reports scheduled. 

 
Tuesday:

1. Job Openings and Labor Turnover Survey, U.S. Bureau of Labor Statistics.
2. U.S. Federal Reserve Chair Jerome Powell congressional testimony, day one.

 
Wednesday:

1. U.S. Federal Reserve Chair Jerome Powell congressional testimony, day two.
2. Federal budget, U.S. Department of the Treasury. 
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Thursday:

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

 
Friday:

1. Retail sales, U.S. Census Bureau.
2. Business inventories, U.S. Census Bureau.
3. Export and import prices, U.S. Bureau of Labor Statistics.
4. University of Michigan Index of Consumer Sentiment, preliminary result.
5. Industrial production and capacity utilization, U.S. Federal Reserve.

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
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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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