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Risk Paradigm Group seeks to defend capital through our managed ETF strategies based on a rules-

based methodology.  The below portfolio insights are related to the TAG Tactical ETF managed 

portfolios available as separately managed accounts. 

 

Overview 

Consumer Confidence and other sentiment indicators such as the Regional Fed Reports continued to show strong 

optimism over the prospects for the future US economy. Follow through showed up in a strong Retail Sales report and key 

Manufacturing and Service Economy indicators. While leading industrial and capital expenditures indicators remain 

negative, they appear to be on the cusp of an upturn. Housing remains mixed and is not the major driver of the economy 

that it once was. However, there is a warning sign on the horizon; despite record lows in Weekly Jobless Claims, 

delinquencies are rising on auto loans, motorcycles loans, and credit cards while overall Consumer Debt is back to the 

record highs in ’07. 

 

Overseas, the Eurozone recovery continues to strengthen with even laggard France now joining in that recovery. Despite 

all the dire warnings about Brexit, the UK economy is very healthy. Japan is making steady, if slow, progress on its 

economic recovery. Emerging Markets remain mixed with Brazil trying to recover from its energy and government 

corruption recession, India struggling with slowdown as it attempts reform, and China seemingly stabilized at a much 

lower level of economic growth. 

 

The US Bond Market continued its recovery from the fierce October/November ’16 sell off (the “Trump Tantrum”). The 

rally has been led by “credit” bonds which tend to rally with stocks on stronger economic growth expectations. Foreign 

Developed Bonds were flattish while Emerging Market Bonds (hedged) were strong like US “credit” bonds on the 

expectation for stronger US growth supporting emerging market economies. 

 

Tactical Income 

The current yield is 173% higher than the benchmark, even with a 20% allocation to lower yielding, short-term 

high-quality bonds which serve as a risk control for the portfolio. The total return was several hundred percentage 

points higher due to the 60% allocation to “credit bonds”.  

 

Tactical Conservative  

An overweight to US “credit bonds” led to substantial outperformance. 

 

Tactical Moderate 

A 25% allocation to US Large Cap Growth Equities along with 20% allocation to US “credit Bonds” drove 

outperformance of its global benchmark. 

 

Tactical Growth 

Allocation to Emerging Markets Technology and US Large Cap Growth Equities plus 15% to US “credit Bonds” drove 

outperformance of its global benchmark. Also, 5% allocation to  Long Term US Treasury Bonds was an important 

contributor as longer maturity bonds, which sold off more in the Trump Tantrum, now rallied more. 

 

Tactical Equity 

A 20% allocation to US and Emerging Markets Technology and 20% to US Healthcare were the key drivers for 

outperformance of the global benchmark. 

  



 

Outlook 
TAG’s macro outlook suggests the US economy should remain healthy through the second quarter and likely through the 

third quarter. The risk remains whether a cyclical recession will set in before new fiscal stimulus can have a positive 

impact. We do not expect Fed rate hikes this year to negatively impact the economy; first, rates will still be stimulative; 

secondly, despite years of record Fed stimulus, it did not materially impact the economy (main street). 

 

We do not expect Brexit to have a meaningful impact on the UK or Eurozone economies. They need each other’s trade 

and, therefore, will find a way to modify the rules permitting that trade to continue. Emerging markets have some risk 

from a US border tax; but, their currencies will likely fall against the dollar, thus helping to mitigate some of the tax 

impact. 

 

US “credit Bonds” should continue to outperform “interest Bonds” and Foreign Bonds will be under pressure from a 

rising dollar and more competitive US Treasury Bonds. 

 

It is important to keep in mind that, despite their strong performance, all the TAG portfolios have risk hedges in place as 

part of their asset allocation. Therefore, they represent a prudent option for investors wishing to participate in these 

markets. 

  



 

Important Disclosures:  
Tactical Allocation Group (TAG) joined Risk Paradigm Group, LLC and became a division of the firm on July 22, 2016. Risk 

Paradigm Group, LLC (“RPg Asset Management” or “RPg”) is a registered investment advisor with the U.S. Securities and Exchange 

Commission (“SEC”). Additional information regarding Risk Paradigm Group, LLC can be found on our website at 

www.rpgassetmanagement.com.   

 

RPg does not provide tax or legal advice. Please consult an independent tax advisor for additional guidance. 

 

This material has been prepared solely for informative purposes and is not to be considered investment advice nor a solicitation for 

investment. Any projections, market outlooks, or estimates in this presentation are forward-looking statements and are based upon 

certain assumptions and should not be construed as indicative of actual events that will occur. Information contained in this report is as 

of the period indicated and is subject to change. The Information contained herein includes information obtained from sources that are 

believed to be reliable, but are not independently verified by RPg. It is made available on an "as is" basis without warranty. 

 

This material is proprietary and may not be reproduced, transferred or distributed in any form without prior written permission from 

RPg. RPg reserves the right at any time, and without notice, to change, amend, or cease publication of the information contained 

herein.    

 

Performance provided is past performance. Past performance is not indicative of future results. Investments may increase or decrease 

in value and are subject to a risk of loss. Investors should consult their financial advisor before investing. 

 

RPg may change the exposures and compositions reflected herein at any time and in any manner in response to market conditions or 

other factors without prior notice to investors. 

 

Statements in this piece that reflect projections or expectations of future financial or economic performance of the markets in general 

are forward-looking statements. Actual results or events may differ materially from those projected, estimated, assumed or anticipated 

in any such forward-looking statements. 

 

References to Indexes:  

The S&P 500 Index is an unmanaged index of 500 stocks that is generally representative of the equity performance of larger 

companies in the U.S.  Please note that an investor cannot invest directly into an index.   

 

Risk Disclosures: 

Concentration, volatility, and other risk characteristics of a client’s account also may differ from the information shown herein. There 

is no guarantee that any client will achieve performance similar to, or better than, the strategy mentioned herein.  

 

Sources: Bloomberg. All rights reserved. 

 

For more information, including risks of investing in our strategies, visit our website at www.rpgassetmanagement.com.  

http://www.rpgassetmanagement.com/
http://www.rpgassetmanagement.com/

