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Hawk100 presents Your Wealth Alignment Report for the final quarter of 2020.  Please also 
refer to your custodian statements for official account records.   

 
America came through the quadrennial general election much as it has endured the pandemic.  
It may be scarred, and perhaps scared, but it persevered and survived.  The economic 
recovery continued, and financial markets responded with positive results for the quarter.  
Again, there are positives (e.g., multiple SARS-Cov2 vaccines developed in record time) and 
negatives (e.g., rising distrust in institutions) presenting opportunities and risks before us.  Our 
success depends on our ability to help you align your wealth according to the underlying 
conditions.  We hope that the enclosed commentary brings further perspective and 
understanding.   

 
We further hope that you have a truly blessed year throughout 2021 and beyond. 

 
As always, we warmly welcome your questions, genuinely appreciate your membership, and 
value your trust in Hawk100  
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Post-election party. As one 
might expect from 2020, the US 
general election was disruptive.  
Political posturing and rancor 
persisted after election day and data 
irregularities raised doubts of the 
election results up to the moment of 
inauguration.  Despite the 
disruptions, stock markets enjoyed 
an historic rally following election 
day.  The S&P 500 rose 13.5% from 
the election through year end.  That 
rally more than doubled the nearly 
record pace set following Trump’s 
surprise election in 2016. 
 
Before the election, Hawk100 looked 
to market signals that appeared to point to a Biden victory.  We noted the stock market rallied 
when Biden’s polling and betting markets lead widened.  We also saw divergent performance 
favoring industry groups expected to do well in a Biden administration versus those expected 
to do well under a re-elected Trump.  As the new administration forms and Senate leadership 
shifts the balance of control in Washington, we look to market and economic signals that 
could point the way ahead.   
 
Foremost, it is worth remembering that upon Trump’s 2016 election, business optimism 
immediately leapt at a record pace on expectations that Trump would clean up burdensome 
regulations.  Trump followed through by eliminating thousands of redundant and often 

excessive regulations.  He inherited a Federal Register 
of 97,110 pages, cut it to 61,949 during his first year, 
then resisted the temptation to add significantly 
before leaving office.1 
 
Fully expecting that Biden would rebuild D.C.’s 
regulatory machinations, business optimism 
plummeted after the election.  In all historical 
measures, only the Spring COVID-19 lockdowns 
crushed business optimism more than the 2020 
election.  Biden’s executive orders, memoranda, and 
proclamations during first days in office confirm he 
intends to quickly reinstate regulatory apparatus.  
Reduced optimism combined with lower consumer 
confidence foretells an economy that is likely to 
struggle to fully recover from COVID-19. 
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All charts prepared using data from Telemet unless otherwise indicated. 

Sources: NFIB. University of Michigan. Federal Reserve Bank of St Louis. 
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Valuable lessons in style. 
Earlier reports to you during 2020 
highlighted the extreme divergence 
in returns attributed to “growth” 
stocks versus “value” stocks, and we 
reiterated our confidence that value 
should eventually renew interest as 
investors rediscovered 
unappreciated opportunities.  During 
the fourth quarter, value style 
investing outperformed growth 
investing for the first time during the 
year and by the widest margin since 

2016.  Factor returns attributable to low price to 
earnings and low price to cash flow ratios were 
positive during the quarter and appear to be set up 
for continued strength.  The Hawk100 investment 
approach remains largely built upon identifying 
sources of value seeking investment returns where 
solid companies appear unappreciated.  
 
Examining past performance alone does little to 
inform future investment decisions.  Hawk100 
samples financial and economic statistics on a 
comparative basis to guide decisions.  Our current 
assessment of market expectations is moderated by 
three conditions.  The bearish case sees valuation 
metrics pressing overvalued territory.  The earnings 
yield (inverse of the price:earnings ratio) shows 
stocks may be richly valued.  The bullish case justifies 
the low earnings yield with earnings acceleration and 
low bond yields.  Earnings are expected to increase 
as the economy continues to open from COVID-19 
lockdowns.  Assertive central bank intervention 
promises to keep bond yields low for years to come. 
 
Broad market measures may overlook select 
opportunities.  We forecast exacerbated divergence 
among sectors, industries, and companies.  Emerging 
regulations to “reset” the economy and pursue 
“equity” will likely lift some and suppress others.  
Security selection becomes increasingly relevant.  
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“The American founding envisioned a political order 
in harmony with the design of ‘the Laws of Nature 
and of Nature’s God,’ seeing the rights to life, 
liberty, and the pursuit of happiness as embodied in 
and sanctioned by natural law and its traditions. … A 
restoration of American education grounded in the 
principles of our founding that is accurate, honest, 
unifying, inspiring, and ennobling must ultimately 
succeed.” 
-President Trump, Executive Order 13958, 
November 2, 2020 
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During the quarter, Hawk100 
security selection helped promote 
the value of your wealth through 
prudent analysis of individual 
securities and industry sectors.  
Energy continued to be our most 
favored sector during the quarter.  
Valuations in this sector remain 
attractive as crude prices rebound 
from the spring disruption.  Yet, 
Biden administration aggressive 
climate policies would be 
problematic for traditional energy.  

 
Hawk100 has underweighted the communications 
sector.  Primarily, we are reticent to investing in 
securities that appear to have the most elevated 
valuations.  Disruptive challenges face the largest 
firms (Google, Facebook, and Twitter) that actively 
censored opinions during the election.  In January, 
Google, Apple, and Amazon colluded to take down 
Twitter’s upstart competitor, Parler.  Say’s Law 
(creation of a product creates demand for another 
product) and Newton’s Third Law (for every action, 
there is an equal and opposite reaction) could lead to 
surprising countervailing reactions to censorship.  It 
seems imprudent to invest in this space currently.  
 
Turning our focus to assets that provide income, 
Hawk100 has invested in higher yielding corporate 
securities and foreign bonds.  This proved beneficial 
during 2020 as credit spreads narrowed and as the 
US dollar depreciated in the global currency markets. 
 
High yield issues outperformed investment grade 
credit.  Investors moved assets into high yield issues 
when the economy kept improving and perceived 
default risk fell.  Investors were are starved for yield 
were attracted to lower quality issuers that can 
provide their income demands.  For 2020, 
Morningstar reported investor flows of $441 billion 
into taxable bonds when all long-term assets 
attracted only a net of $212 billion.2  Hawk100 is in a 
hold position as yield spreads approach normal 
levels.  
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“It is therefore the policy of my Administration that 
the Federal Government should pursue a 
comprehensive approach to advancing equity for 
all, including people of color and others who have 
been historically underserved, marginalized, and 
adversely affected by persistent poverty and 
inequality. …  
Executive Order 13958 … is hereby revoked.” 
-President Biden, January 20, 2021  
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Commodities performed brilliantly.  The US dollar has declined 12.6% since March under central 
bank policy to debase currency.  Both supply and demand for commodities stabilized under 
recovering economies.  Food commodities like corn and soybeans climbed 28% during the 
quarter.  Crude oil approached $50.  Recall that producers had to pay for someone to take 
delivery of oil in late April.  Precious metals shined.  During 2020, silver rose 48%.  Investors 
and speculators have discovered interest in the metal as a gold alternative.  Four consecutive 
years of slack silver demand3 brought the metal to an attractive price.  The Silver Institute—
founded when the US abandoned the Bretton Woods gold standard in 1971—offers a wealth of 
information. 
 
The pandemic response, riotous protests, and election challenges laid bare that populations 
globally seem to be losing faith in institutions.  Central banks helped pave the way with 
incredibly expansive monetary policies.  The US Federal Reserve now holds $7.3 trillion, about 

double its year ago holdings and has a stated 
intention to create inflation.4  Fed actions have 
quickly expanded money supply and increasingly 
monetized federal government.  Despite great risks 
and damage to the dollar, the US remains a bright 
spot among global economic and financial systems.  
 
Cryptocurrencies tell a moral to close 2020.  There 
are now hundreds of cryptocurrencies.  Bitcoin, as 
first, remains the largest.  Bitcoin euphoria reached 
$40,756 on January 8, 2021—up over five-fold from 
the start of 2020 and nearly ten-fold from March.  
Cryptocurrencies gained traction to counter the 
madness being inflated by public institutions.  Like 
physical assets, albeit with more volatility, they can 
be alternative havens that provide independence 
from oversight.  In her Senate confirmation hearings, 
now Treasury Secretary Janet Yellen testified a desire 
to “examine ways in which we can curtail their use.”  
Newton may warn of unintended reactions to such a 
policy, but the former Fed chair’s words remind us of 
Marty Zweig’s wisdom which still rings true fifty years 
after its first utterance.  “Don’t fight the Fed.”  
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1 National Archives. Current Federal Register Index.  
 
2 Morningstar U.S. Fund Flows: Records Fell in 2020. Tony Thomas, PhD. Morningstar Research. December 2020. 
 
3 World Silver Survey 2020. The Silver Institute. 
 
4 U.S. Federal Reserve. 2019 Financial Statement and Minutes of Federal Open Markets Committee, December 15-16, 2020. 
 


