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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 recorded their biggest weekly decline since October, erasing this year's gains, on growing

worries about the economic impact of the coronavirus.  As the outbreak continued to worsen, the World Health

Organization (WHO) declared a public-health emergency of international concern.  Bonds rallied while international

markets and cyclical sectors underperformed.  In what was a busy week of corporate earnings, the Fed left its interest

rate target unchanged, as expected, emphasizing the desire to return to the 2% inflation target.  On the economic front,

the fourth-quarter GDP showed that the U.S. economy grew at a 2.1% annual rate.  Consumer spending slowed

modestly, but growth was supported by an increase in residential fixed investment, government spending, and a narrower

trade deficit.  An accommodative Fed, combined with strong enough fundamentals, provides support to stock prices, but

geopolitical and other risks will likely keep volatility elevated. 

Global stocks retreated on concerns that the coronavirus was spreading past the confines of China to other countries

and could potentially limit trade, travel, and global growth ahead. Bond yields also declined as investors looked to the

haven of U.S. Treasuries amidst an increase in market volatility.  It is important to recognize the difference between

temporary market reactions based on uncertainty and the long-term drivers of market performance.  As the magnitude of

the coronavirus changes and eventually improves, the markets will respond in kind, with the longer-term corporate and

economic conditions supporting rising stock prices over time.

Last week WHO declared the coronavirus a global health emergency, with the overall number of cases rising close to

10,000 and a small but growing number of cases reported outside of China.  WHO's announcement makes it easier now

to coordinate a global response to the outbreak, thereby helping to limit disruption to international trade and travel.  While

it's still too early to grasp the full impact of the virus, flight cancellations, shuttered businesses, and supply-chain
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disruptions will likely have a temporary effect on the Chinese economy, and to a lesser extent, U.S. corporations that do

business in China, as well as global economic activity. 

The economic impact of viral pandemics is difficult to predict. The closest example to the coronavirus is the SARs

outbreak in China in the early 2000s.  As the table shows below, over a six-month period between the reporting of the

first SARS cases and the last reported case, the S&P 500 declined by a modest 3.4% before recouping gains.  Chinese

equities declined 11.5% over a longer time frame.  Airline stocks also slumped temporarily due to travel restrictions, but,

like other large-cap U.S. stocks, bottomed quickly.  Oil was the most impacted sector, falling 30% on faltering demand

and the coincident effects of the Iraq War.
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All told, it took U.S. stocks just two days, and Chinese equities a little less than a month, to recover from the pullback. 

Stock reactions to other epidemics teach similar lessons, as pandemics tend to have a negative but short-lived effect on

markets.  Economic conditions eventually pull stocks forward as the acuteness of the outbreak recedes and eventually

disappears.

The coronavirus is now more widespread than SARS, reaching 9,925 cases last week, compared with 8,099 for SARS. 

However, the incidence of fatality, though tragic, is also lower than SARS.  The SARS outbreak had a death rate of 10%

over a six-month period, compared with 2% currently for the coronavirus.  Since then, China, now the second-largest

economy, has become a bigger share of world economic growth and a larger component of global equity indexes. 

China's bigger role is enhanced by the country's increased ability to respond effectively to the virus, which was

acknowledged in the WHO announcement.

In our view, the temporary uncertainties that drove markets last week are outweighed over the long term by solid

economic and corporate fundamentals in the U.S. and the outlook for rebounding global growth ahead.  A long-term

perspective also smooths over global uncertainties.  Expect market swings to continue as global markets digest incoming

data on the impact of the virus.  However, it's worth noting that the U.S. equity market is still 10.1% higher, and that

international equities are up 6.2% over the past six months.  While the markets are not immune to global shocks and

rising uncertainty, solid fundamentals are a consistent remedy that should ease any unpleasant symptoms and keep the

bull market moving forward.

Victoria Capital's Strategy Update
 

There were eight confirmed cases of the coronavirus in the United States as of Saturday. Many thousands of cases
have been identified in China with the death toll passing 250 and nearly 12,000 infections confirmed. Cases have been
reported in Australia, Canada, France, Finland, Germany, Italy, Japan, Malaysia, Philippines, Russia, Singapore, Spain,
Taiwan, Thailand, the UK and Vietnam as the virus spread around the world. Fears of the virus drove equity markets
lower last week erasing the gain on the S&P 500 index back to break-even for the month of January. Small and mid-cap
stocks haven’t fared as well and are down between 2 and 4% so far this year. Foreign equity markets have also returned
the gains they had for the first two weeks of January and are in the red. As we said last week, if history is a good guide,
such viruses wreak havoc for a while but are resolved with the help of containment, newly developed vaccines and a
better understanding of its cause. Should we be worried?
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Of course, we should be worried, and even though we love to travel as many of you know, everyone should stay also put.
Here at home something more dangerous and much deadlier has been infecting millions of Americans so far this year.
According to the Associated Press: “so far, there have been an estimated 19 million cases of flu, 180,000 hospitalizations
and 10,000 deaths in the U.S. this influenza season — including 68 children, according to the Centers for Disease
Control and Prevention. Worldwide, seasonal influenza epidemics cause between 3 million and 5 million severe cases
every year and kill up to 650,000 people per year, according to the World Health Organization. We cite these facts to put
the coronavirus into perspective with fingers crossed that resolution comes sooner rather than later.
 
The good news is that there is an army of pharmaceutical companies working on a solution. According to the Wall Street
Journal, Johnson & Johnson, Moderna Therapeutics and Inovio Pharmaceuticals are already working with the National
Institutes of Health on vaccines. A solution to the deadlier SARS virus took 20 months until a vaccine was available; the
NIH hopes to have a coronavirus vaccine ready for human use by April – only 2 months from now. Although a cure is still
not available, many of the current antiviral medicines are being shipped to China to help fight the disease. For example,
Gilead Sciences, a pharmaceutical company that we have been owners of in the past, has developed vaccines for the
coronavirus in animals but it is still in trial stages. We hope human testing begins soon.
 
Investors must be patient during times such as these and remember that the underlying fundamentals of investing in
stocks are healthy earnings and growing revenues which is what we are seeing so far this reporting season. Remember
not to panic and get off the train. Stay Tuned!
 
Last week, no changes were made in the Growth Equity, Growth & Income or Target Return portfolios.

Redhawk's Strategy Update
Stocks started and ended the week with steep declines as the positive momentum from the first half of the month
turned negative. The market fell for the second week in a row, with the major indexes dropping around 2%.  The S&P
500 slipped 0.2% on a price basis for January, the Dow fell 1.0%, and the NASDAQ posted a 2.0% gain, lifted in part by
strong earnings from technology companies.  The market’s fast start to 2020 reversed course entering the closing days
of the month, and the Cboe Volatility Index jumped more than 36% in January.  The growing global toll from the
coronavirus weighed on stocks for the second week in a row. The World Health Organization on Thursday declared the
virus a public health emergency of international concern. On Friday, some U.S. airlines began canceling flights to China,
where the outbreak is believed to have originated.  U.S. government bond yields tumbled for the second week in a row,
and the yield of the 10-year Treasury bond fell to 1.52%, which is the lowest in five months.  That’s sharply below the 10-
year bond’s 1.92% yield at the end of 2019.
 
The European Union reported that GDP growth in the eurozone was just 1.2% last year, which is the slowest rate since
2013.  Friday’s announcement came as the United Kingdom’s long-delayed Brexit took effect, creating more uncertainty
for the EU economy.  The government’s initial estimate of fourth-quarter U.S. GDP growth was 2.1%, a rate that extends
a recent run of modest quarterly gains.  For all of 2019, the growth rate was 2.3%, which is down from 2.9% the previous
year.  Through Thursday, January 30, 69% of companies in the S&P 500 that had released fourth-quarter results
exceeded analysts’ earnings estimates, which is a beat rate that ranks slightly below the five-year average, according to
FactSet.  In aggregate, companies’ earnings were 4.1% above estimates, which is below the five-year average.  As
expected, the U.S. Federal Reserve on Wednesday kept interest rates unchanged, marking the second straight meeting
with no changes following three consecutive rate reductions in 2019.  The Fed committee vote was unanimous. 

Redhawk Model Signals
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S&P and Dynamic Portfolios: Replaced the Financial sub-category (XLF) with the Utilities sub-category (XLU) and the
Latin American Stocks sub-category (BRF) with the World Large Stock sub-category (ACWV) all due to
underperformance.  Placed the Healthcare sub-category (XLV) 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
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Growth Stock Portfolio: No changes.
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High Dividend Stock Portfolio: No changes.
                                                       

High Income Portfolios: No changes.

 
High Income Portfolio Bubble Reports as of 12/31/2019   
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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. Institute for Supply Management’s manufacturing index.
2. Construction spending, U.S. Census Bureau.
3. Vehicle sales, U.S. Department of Commerce. 

Tuesday:

1. Factory orders, U.S. Census Bureau. 

Wednesday:

1. ADP National Employment Report, ADP.
2. Institute for Supply Management’s nonmanufacturing index.
3. Trade balance, U.S. Census Bureau. 
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Thursday:

1. No major reports scheduled.  

Friday:

1. Jobs and unemployment, U.S. Bureau of Labor Statistics.
2. Wholesale inventories, U.S. Census Bureau.
3. Consumer credit, 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
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.
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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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