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Due to increased concerns with the global spreading of the coronavirus and a quick collapse of the oil markets, risk assets throughout 

the world have declined in one of the fastest selloffs in history.  As of this writing, the S&P 500 Index is down roughly 25% from its 

February high.1  As investors sought safety in bonds, bond markets rallied pushing bond yields to historic lows.  The 10-year U.S. 

Treasury yield fell to below 0.40% on March 9, 2020, a record low.2  We believe that economic and corporate fundamentals will 

continue to deteriorate and that markets could decline further from here over the shorter-term.  We also believe, that at some point, 

valuations will have priced in weaker outcomes and risk assets will stabilize and eventually move higher as investors put money back 

to work.   

We believe the coronavirus and oil market decline is having a very negative impact on global risk assets.  Although this environment 

is extremely uncertain, we have reason to believe that these impacts may be shorter-term in nature (months/quarters) rather than 

significant material issues that persist.  It is in these times that a longer-term view may be beneficial rather than making shorter-term 

predictions based on shorter-term market movements.  Investors should remember that shorter-term market movements may be 

driven by other types of market participants (short-term traders, computer algorithms, leveraged investors, etc.) rather than by longer-

term fundamental investors.  These types of risk-off environments often allow longer-term investors to take advantage of the shorter-

term market dislocations.  

We believe investors that are truly longer-term in nature need to reconfirm their commitment to their risk tolerance and investment 

preference style.  Investors should be reminded of other negative factors that have impacted the market in the past (terrorist attacks, 

2008 financial crisis, oil collapses, heath epidemics, 20% market decline in Q4 2018).  Investment is never without risk and higher 

preferred longer-term returns generally comes with higher expected volatility.  Our FWA financial advisors are available to help you 

through these uncertain times to make sure all decisions are made with your objectives in mind. 

Negative Market Factors 

Coronavirus (COVID-19) Impact: Due to the anticipated economic slowdown from governments and businesses reducing or outright 

shutting down activities in an attempt to slow the spread of the virus, we believe the recent selloff in risk assets is appropriate.  We 

believe that economic activity will continue to slow in the coming months/quarters until there is some evidence that the virus is 

contained.  Although news about the coronavirus continues to evolve on a day-to-day basis, some health experts believe that this 

remains a shorter-term phenomenon (months/quarters) than a systemic multi-year issue.  For this reason, we do not believe that a 

wholesale change in investment strategy is needed at this time. 

Oil Market Decline:  WTI Crude Oil fell below $30 per barrel as negotiations between OPEC and Russia did not result in reduced supply 

cuts as anticipated.  With global economic activity and oil demand anticipated to slow and oil supply not being materially reduced to 

meet slower demand, oil prices may be sustainably low for some time.  Many oil-producing countries and companies cannot 

sustainably operate at oil prices under $30 for a long time.  For this reason, supply will need to be cut to meet demand and oil prices 

could gravitate higher over time.  The question remains is how much disruption in the U.S. energy-sensitive local economies will take 

place.  If it is materially negative, the broader U.S. economy could weaken further from here.  If oil supply is cut sharply to meet less 

oil demand, oil markets could rebound significantly from here, providing some relief to energy-sensitive economies and companies. 

Actively Managing FWA Portfolios in Current Market Environment   
 

SUMMARY 

➢ Global equity and credit markets continue to sell off as coronavirus, oil markets and market volatility fears persist. 
➢ We believe that markets are correctly pricing in slower global economic and corporate earnings and price declines could 

continue. 
➢ We have made slight adjustments across select portfolios to take advantage of market dislocations and have found a number of 

opportunities for rebalancing across client accounts.  
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Portfolio Updates 

Portfolio Rebalancing: As global risk assets have declined and global bonds have rallied, we have found a number of opportunities to 

rebalance client accounts to their target portfolio allocations across the FWA-managed portfolios.  This rebalancing often includes 

reducing overweight exposure to bonds that have rallied significantly and increasing underweight exposure to equities and other risk 

assets that have declined.  This simple rebalancing strategy can often be ignored but is an important part of portfolio management in 

volatile times.  In addition, rebalancing client accounts provides a non-emotional decision to buy lower and sell higher while 

maintaining the risk profile and investment style of the portfolio.  We will continue to take advantage of these rebalancing 

opportunities as they become available. 

U.S. Core and Global Core Portfolios: The U.S. Core and Global Core Portfolios are structured to maintain fairly stable allocations to 

equity and bond markets.  We heavily utilize active equity and bond managers to gain exposure to these markets to take advantage 

of market dislocations when they arise.  When U.S. Treasury market yields fell to historic lows across the yield curve, we believed that 

U.S. Treasuries cannot provide longer-term inflation beating returns at these low levels.  This is a structural issue for longer-term 

investors.  For this reason, we made a structural bond allocation change in our U.S. Core and Global Core Portfolios.  On March 9, 2020 

we reduced our exposure to an intermediate-term core bond manager, with structural exposure to U.S. Treasuries, and reallocated to 

tactical bond managers that have the potential to take advantage of increasing dislocations across the bond markets.  We believe this 

structural adjustment has the potential to help the portfolios’ bond allocation to outpace inflation over time. 

ETF Core Portfolios:  The ETF Core Portfolios are structured to provide consistent exposure to equity, credit and core bond markets.  

We do not make tactical adjustments to these portfolios as they are structured to provide consistent, lower cost exposure to broad 

markets.  We anticipate taking advantage of rebalancing opportunities as they arise. 

Income Portfolios:  The Income Portfolios are structured to provide above average income generation across multiple asset classes.  

These portfolios have exposure to dividend-paying equities, global credit, core bonds, energy infrastructure and multi-income 

strategies.  With oil markets selling off significantly, we have seen our position in energy infrastructure securities sell off significantly.  

As credit markets have sold off, we have seen our credit-sensitive and multi-income positions also decline.  In this market environment, 

we have seen the most rebalancing opportunities in our Income Portfolios.  The higher cash generation of the portfolio and 

differentiated performance across the asset classes allows us to add exposure to those areas that have declined the most.   

In our Income Ultra-Conservative Portfolio only, due to historically low U.S. Treasury rates that we no longer believe can keep up with 

longer-term inflation, we reduced our exposure to an intermediate-term core bond manager and added to tactical core bond managers 

on March 9, 2020.  We did not make changes to our other Income Portfolios due to their existing positioning not needing adjustment, 

in our view.  Although areas of the markets have become more attractive from a valuation standpoint, we do not see attractive enough 

opportunities to increase risk across the other Income Portfolios at this time.  For this reason, we will continue to implement 

rebalancing strategies across the portfolios as they become available. 

FlexTrend Portfolios:  The FlexTrend Portfolios are structured to reduce equity and credit exposure as markets persistently trend 

downwards, and increase exposure when markets persistently trend upwards.  Over the last couple of weeks as risk assets trended 

downward, the underlying trend-following equity and credit investment managers across the FlexTrend Portfolios were reducing risk 

and raising cash as anticipated, becoming more defensive in the process.  In addition, our hedged equity and long-short equity 

managers have protected value more recently.  If markets continue to persist to the downside, we may see additional de-risking across 

the FlexTrend Portfolios.  Investors should be cognizant that if the markets rebound substantially to the upside in a quick manner, we 

would anticipate the FlexTrend portfolios to underperform in that environment. 

Global Opportunities Portfolios:  The Global Opportunities Portfolios are structured to provide diversified exposure across global 

equities, high income-generating securities, global bonds and alternative strategies.  Tactical positioning is generally driven by longer-

term fundamentals and valuation.  In this market environment, the diversification across risk assets (credit, alternatives) has helped 

provide some protection on the downside.  Although we do not believe current market valuations are “pound the table cheap”  and 

fundamentals are anticipated to weaken, we will continue to be patient and wait for opportunities to add risk if we believe valuations 

make sense at that time.   

 

 



 PORTFOLIO UPDATE  |  MARCH 12, 2020 

 FREEDOM WEALTH ALLIANCE | 675 N. BARKER ROAD  BROOKFIELD, WI  53045 | (262) 798-7979 3 

 

Summary 

The FWA Investment Committee will continue to monitor the financial markets and to look for opportunities to actively manage the 

FWA portfolios in a manner that is consistent to their investment objectives.  We will continue to provide updates as material events 

occur.  Our financial advisors are readily available to discuss the market environment and the best way to implement your investment 

strategies to meet your long-term objectives.   
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DEFINITIONS 

S&P 500® Index:  The S&P 500® Index is a market cap-weighted stock market index of 500 companies across a number of industries.  

The index is often used as a broad representation of the common stocks of the largest publicly-traded companies in the United States. 

Risk Assets:  Risk assets generally refer to assets that carry a perceived high degree of risk and price volatility.  Risk assets can include 

stocks, lower quality bonds, highly interest rate-sensitive bonds, commodities, currencies and certain alternative strategies. 

Conservative Assets:  Conservative assets generally refer to assets that carry a perceived low degree of risk and price volatility.  

Conservative assets can include cash securities and higher quality, less interest rate-sensitive bonds. 

IMPORTANT DISCLOSURES 

The opinions voiced in this material are for general information only and are not intended to provide or be construed as providing 
specific investment advice or recommendations for any individual security. 
 
Any economic forecasts set forth in the presentation may not develop as predicted and there can be no guarantee that strategies 
promoted will be successful. 
 
The term “portfolios” used in this piece is in reference to the Freedom Wealth Alliance model portfolios.  Any reference to performance 
is based on estimated, unaudited, gross of fee performance of the model portfolios.  Client accounts assigned a Freedom Wealth 
Alliance model portfolio may have positioning and performance that differs from the firm’s model portfolios at any given time. 
 
There is no assurance that the techniques and strategies discussed are suitable for all investors or will yield positive outcomes.  The 
purchase of certain securities may be required to affect some of the strategies.  Investing in stock includes numerous specific risks 
including: the fluctuation of dividend, loss of principal and potential illiquidity of the investment in a falling market. 
 

FWA INVESTMENT COMMITTEE 
   

   
Eric Kulwicki, CFA 
Senior Portfolio Manager 
As the Senior Portfolio Manager, Eric leads the 
Freedom Wealth Alliance Investment Committee to 
determine investment strategy, drive research and 
construct multi-asset portfolios with a focus on 
managing risk for clients. 

Kurt Rozman 
President 
Kurt is the President of Freedom Wealth Alliance, a 
full service and fast growing financial services firm 
founded in the Midwest. Kurt has spent over 25 
years of his professional career managing a variety 
of tactical investment strategies for clients.  

Shawn Hittman 
Financial Advisor 
Shawn has been conducting in-depth analysis of the 
financial markets and building model portfolios for 
nearly 20 years.  Shawn advises on macroeconomic 
trends and assesses where potential values and risks 
exist in the markets.  

https://us.spindices.com/indices/equity/sp-500
https://www.wsj.com/market-data/quotes/bond/BX/TMUBMUSD10Y
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Bonds are subject to market and interest rate risk if sold prior to maturity.  Bond and bond mutual fund values and yields will decline 
as interest rates rise and bonds are subject to availability and change in price.  Government bonds and Treasury bills are guaranteed 
by the U.S. government as to the timely payment of principal and interest and, if held to maturity, offer a fixed rate of return and fixed 
principal value.  However, the value of fund shares is not guaranteed and will fluctuate. 
 
Investing in stock includes numerous specific risks including: the fluctuation of dividend, loss of principal, and potential illiquidity of 
the investment in a falling market. 
 
Asset management does not ensure a profit or protect against loss.  There is no guarantee that a diversified portfolio will enhance 
overall returns or outperform a non-diversified portfolio. Diversification does not protect against market risk. 
 
Alternative investments may not be suitable for all investors and should be considered as an investment for the risk capital portion of 
the investor’s portfolio.  The strategies employed in the management of alternative investments may accelerate the velocity of 
potential losses. 
 
International investing involves special risks such as currency fluctuation and political instability and may not be suitable for all 
investors. These risks are often heightened for investments in emerging markets. 
 
 
Securities offered through LPL Financial. Member FINRA/SIPC. Investment advice offered through Freedom Wealth Alliance, a 
registered investment advisor and separate entity from LPL Financial. 
 
 

This research material has been prepared by Freedom Wealth Alliance. 


