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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, with the combination of better-than-expected economic data, encouraging corporate earnings from U.S.

banks, and the signing of the "phase-one" trade agreement, pushed U.S. stocks to fresh record highs.  Strong retail sales

and a surge in housing starts point to a solid consumer supported by the health of the labor market.  The long-awaited

"phase-one" trade agreement between the U.S. and China was formally signed last week, largely meeting expectations. 

Specific terms included commitments from China to increase purchases by $200 billion over the next two years ($78

billion of manufactured goods, $52 billion in energy, $32 billion of agricultural products, and $38 billion in services).
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The recent trade agreement is a major step towards de-escalation of the trade tensions between the two countries.  It

removes the near-term threat of new tariffs and raises the hopes for a more comprehensive deal to be achieved. 

However, tariffs on two-thirds of U.S. imports from China remain in place, and attention now shifts to implementation and

enforcement.  Potential failure to meet the terms of the deal can create temporary setbacks and result in additional

retaliatory tariffs.  Last week's agreement removes some uncertainty, but trade issues will likely remain a source of

volatility in the year ahead. 

  

Expect growth to slow in 2020 to just below the 10-year expansion average, with no catalysts such as tax cuts expected

to spur growth.  The mighty consumer will continue to fuel the economic expansion.  In addition, interest rate cuts

enacted last year should provide a modest support to the economy in the first half of 2020.  Some key data points:

A healthy labor market and low interest rates will help drive spending again this year, though with less of an impact

from last year.  Monthly job gains are leveling off, but the unemployment rate is expected to stay under 4% this

year.

Manufacturing should show a slow but steady expansion.  Importantly, the slow-down in manufacturing growth has

not spilled over to the much larger service sector.  The signing of the "phase-one" trade deal removes some

uncertainty, but questions remain.

The Federal Reserve is expected to maintain the current target in interest rates and the rate cuts enacted last year

to help ease the friction from geopolitical headwinds and election uncertainty.

  

2019's gains were among the strongest of the 2000s and well outpaced expectations.  For this year, you can expect

increased volatility and short-term pullbacks.  However, the short-term pullbacks won’t lead to a bear market, as the

conditions that are historically associated with a bear market are not in place.  In the 16 years since 1950 in which

unemployment was below 4.5% heading into year-end (currently 3.5%), the average S&P 500 return in the following year

was 9.9%.  Sizable returns won't be replicated this year, however since 1950, when the S&P 500 rose by more than
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20%, the average return in the next year was 11.3%. 

  

Political and other uncertainties will drive volatility higher, thus highlighting the stabilizing role fixed-income investments

typically play during market pullbacks.  Last year’s sizable decline in long-term interest rates reflected recession fears, a

global slowdown, and expectations of a Federal Reserve policy shift.  With global growth showing signs of stabilization,

trade tensions easing, and market expectations more aligned with current monetary policy, most economists don’t think

the 10-year Treasury yield is likely to fall materially below 2%.  

  

International stocks performed well in 2019 but still trailed the U.S. amid trade and other geopolitical uncertainties.

Challenges remain, but there are signs global manufacturing may be stabilizing.  You can expect a modest re-

acceleration in global growth. Together with depressed valuations and a likely softening U.S. dollar, this could position

international investments to outperform in 2020.

Victoria Capital's Strategy Update 
 

Okay, we have breached the 29,000 level on the Dow Jones Industrial Average and the latest term circulating around
the Wall Street crowd is that the stock market is in a “melt-up” stage. What that means is that many investors who were
waiting for that pullback to get back “into” the market are having second thoughts and that there is a little positive panic
as the market is rising ½ to 1% per day every couple of days so far this year. Greedy investors rush to get in resulting in
a further rise in stock prices triggering more panic buying and the market continues to set new record highs. 
  
Since this “melt-up” process could run for a while, let’s look for other indicators that the bull market in stocks may be
coming to an end. New investors may be asking this question given how far the market has rallied over the past three
years. There are several such indicators that can provide some historical evidence that a market top is near but none of
them can always be relied upon to correctly forecast a major change in direction. Remember Fed chairman Alan
Greenspan’s “irrational exuberance” when referring to the stock market back in 1996? The market went on to attain new
highs for three years before it turned down. So, here are two of the indicators that we have used in the past to support
our investment decisions. Maybe they will give us the same three-year warning! 
  
The first indicator is the general market characteristic. As a follow up to the melt-up theme, panicky investors begin to
allow greed to dominate common sense and they begin to buy small-cap stocks that haven’t performed as well as their
large-cap brethren. Traders watch this indicator and call it the running of the cats and dogs. While we have experienced
some sharp increases in large-cap stock names recently such as Apple and Tesla, there has not been any evidence of a
surge in small-cap stock -- so this indicator is not flashing red yet. (If your barber begins to recommend individual stocks
you better worry!) 
  
One other indicator is the direction of the high yield bond market. High yield bonds are more like equities and are very
sensitive to fears of a coming economic slowdown and the prospect of a rise in the default rate. When high yield bonds
turn down in price it is an indicator that a slowdown is coming, and the stock market takes that message and turns south
too. Recently the high yield bond market has been hitting new highs as the economy appears to be strengthening. For
the time being, this indicator is not flashing red -- it is flashing green. More good news. 
  
Last week, there were no changes in the Growth Equity, Growth & Income or Target Return portfolios.

Redhawk's Strategy Update
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The major U.S. stock indexes rose around 2% for the week, pushing their record levels higher, and the Dow closed
above 29,000 for the first time on Wednesday.  For the S&P 500, it was the seventh positive week out of the past eight. 
Some of the nation’s biggest banks kicked off earnings season, reporting mostly solid results and providing a lift for
stocks.  Four of the six major banks that reported quarterly results beat analysts’ estimates for earnings and revenue,
despite headwinds that the industry faces from low interest rates.  The U.S. and China on Wednesday signed a trade
pact that removes many, but not all, U.S. tariffs on Chinese imports and commits China to purchase more U.S. goods. 
Negotiations on a potential second-phase deal addressing broader systemic disagreements are likely to begin soon, but
they aren’t expected to be completed before the U.S. presidential election in November.  
  
The world’s second-largest economy grew at its slowest pace in nearly three decades.  China reported that its GDP
expanded last year at an annual rate of 6.1%, a figure that’s within the government’s target range of 6.0% to 6.5%. 
Germany’s economic growth fell to its slowest pace in six years, slipping to a 0.6% annual GDP growth rate in 2019. 
Among the recent headwinds for Europe’s largest economy: weakness in its automobile industry, heightened global trade
tensions, and slowing growth in China, a key trading partner with Germany.  
  
U.S. home building activity climbed to the highest level in 13 years, according to data released on Friday.  New housing
starts in December surged nearly 17% to an annual rate of 1.6 million units, exceeding expectations and rising to the
highest level since December 2006.  Retail sales data from December eased concerns about soft sales figures from the
preceding three months as holiday shopping got under way.  Retail sales rose at a seasonally adjusted rate of 0.3% in
December compared with the prior month as gains were reported in nearly every retail category.  Google’s parent
company has become the fourth U.S. company to achieve market capitalization of $1 trillion, based on the value of its
publicly traded shares.  Shares of Alphabet topped that threshold on Thursday, joining other $1 trillion-plus companies
Apple, Amazon, and Microsoft.

Redhawk Model Signals  
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S&P and Dynamic Portfolios: Kept the Health (XLV) and the Small Value (XSLV) sub-categories on the watch list due
to lagging performance.  Removed the Financial sub-category (XLF) from the watch list due to improved 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: No changes.
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High Dividend Stock Portfolio: No changes. 
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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. Martin Luther King Jr. Day, U.S. financial markets closed.

Tuesday:

1. No major reports scheduled.

Wednesday:

1. Existing home sales, National Association of Realtors.

Thursday:

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

Friday:
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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

No major reports scheduled.1

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:;


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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