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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 the attention remained on the coronavirus as the number of confirmed cases rose and China's factories

attempted to reopen.  U.S. stocks rose for the second straight week while bond yields stayed unchanged, a sign that

investors are cautiously optimistic.  Global growth is likely to slow down noticeably in the first quarter as consumer

demand and production are curtailed in China.  However, the economic impact will likely prove temporary as activity

recovers later in the year.  Potentially disappointing economic data or downward earnings revisions could trigger short-

term volatility, but the longer-term fundamentals remain positive.
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Coronavirus concerns have sparked a few sessions of daily market volatility, but U.S. equities have largely taken the

developing outbreak in stride, rising 4.4% so far, this year.  Travel bans, factory and business shutdowns in China, along

with the rising number of confirmed cases around the world, evoked an emotional response as well as questions around

the potential implications for the investment outlook.

 

So, what can you expect?

 

U.S. economic growth is likely to take a modest hit this quarter as efforts to contain the virus have slowed air travel,

international business activity, and sales in China.  As a result, U.S. GDP growth is likely to drop below 2% this quarter

for the first time since late-2018.  The virus shouldn’t derail the economy off its expansionary path, as U.S. household

spending (70% of the economy) is less affected at this point.  GDP growth contracted by 1.1% in Q1 2014 due to severe

weather (due to the polar vortex), dropped to 0.1% in Q4 2015 as oil prices and production plunged, and fell to 1.1% in

Q4 2018 amid Fed rate hikes and the manufacturing slump. None of these marked a recessionary turn with GDP rising

by an average of 3.5% in the following quarters as shown in the table below. 

 

Economic growth in China will see a much more negative impact as virus containment efforts have curbed consumer

activity and tourism while many businesses and manufacturing plants have closed temporarily.  As in other pandemics in

the past, the economic impact will be temporary. However, the global implications are much larger this time as China

represents 16% of the world GDP versus 4% when SARS took place.  China is the world’s second-largest economy and
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currently accounts for more than 13% of global oil demand, over 50% of commodity consumption (steel, copper,

aluminum, and iron ore) and greater than a third of total global smartphone and auto sales.  Because of this, global GDP

growth will experience a noticeable slowdown to start 2020.  You can expect a rebound as the year progresses, but the

global impact is likely larger than recent past experiences (SARS, Ebola, etc.).  The brunt of the economic impact will

probably be contained within emerging markets, but a more prolonged-than-expected disruption in China that begins to

be felt more across advanced economies remains a potential risk to the financial markets.

Victoria Capital's Strategy Update
 

No comments.

Redhawk's Strategy Update
In the wake of a big rally the previous week, the major U.S. stock indexes recorded modest gains to set new record
highs, with the NASDAQ and S&P 500 outperforming the Dow by wide margins.  The S&P 500 was up nearly 5% from a
recent low on January 31.  With earnings season winding down, the information technology sector has emerged as the
biggest driver of earnings growth.  As of February 13, the sector had accounted for 63% of fourth-quarter earnings
growth across the S&P 500, according to FactSet.  The broad market’s overall earnings growth rate is expected to be
modest, at about 0.7%.  Strong results from information technology stocks have helped growth stocks outperform their
value counterparts by a big margin year to date, extending growth’s run of dominance in recent years.  Through Friday, a
growth stock index was up nearly 9% year to date, while its value counterpart was up 1%.   In testimony before
Congress, U.S. Federal Reserve Chairman Jerome Powell said it’s too soon to say whether the coronavirus outbreak
could change the central bank’s views on its current interest-rate policies.  Powell said the Fed will carefully watch the
scope of the outbreak and its impact on the U.S. and global economies.
 
U.S. crude oil prices climbed slightly for the week, even though a forecast from the International Energy Agency indicated
that global oil demand is expected to fall during the first three months of this year.  If the forecast proves to be accurate, it
would be the first quarterly drop in oil demand in more than a decade.  Tensions escalated between the United States
and China despite the phase one trade agreement that the countries recently signed.  The latest rift occurred when U.S.
prosecutors accused Chinese telecommunications company Huawei and two U.S. subsidiaries in an alleged conspiracy
to steal trade secrets.   A gauge of inflation was unchanged at an annual rate of 2.3% for the fourth month in a row,
excluding volatile food and energy prices. The latest monthly Consumer Price Index figure is slightly above the U.S.
Federal Reserve’s 2.0% target for inflation. 

Redhawk Model Signals
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S&P and Dynamic Portfolios: Removed the Real Estate sub-category (XLRE) from the watch list due to improved
performance.                                                                                                                                         
 

S&P and Dynamic Portfolio Bubble Reports as of 1/31/2020
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Environmental, Social, and Governance Portfolio: No changes.
 

Portfolio Bubble Reports as of 1/31/2020
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Growth Stock Portfolio: No changes.

 

High Dividend Stock Portfolio: Replaced Altria Group Inc (MO) with Cummins Inc (CMI), BG Staffing Inc (BGSF) with

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:;


Omnicom Group Inc (OMC), Domtar Corp (UFS) with Magic Software Enterprises Ltd (MGIC), Cypress Energy Partners
LP (CELP) with MSC Industrial Direct Co Inc (MSM), and Valero Energy Corp (VLO) with Las Vegas Sands (LVS) due to
underperformance.
                                                       

High Income Portfolios: No changes.

 
High Income Portfolio Bubble Reports as of 1/31/2020  
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Liquid Income Portfolios: No changes.

Liquid Income Portfolio Bubble Reports as of 1/31/2020
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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. Presidents’ Day holiday, U.S. financial markets closed. 

Tuesday:

1. Housing Market Index, National Association of Home Builders.

Wednesday:

1. Release of minutes from January 28–29 meeting of the U.S. Federal Reserve Board.
2. Housing starts, U.S. Census Bureau.
3. Producer Price Index, U.S. Bureau of Labor Statistics. 

Thursday:
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1. The Conference Board Leading Economic Index for the U.S.  

Friday:

1. Existing home sales, National Association of Realtors.

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
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-
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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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