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Market Commentary

U.S. stocks were lower on the week, and volatility returned with plenty of news and economic releases for the
market to digest. Investors initially celebrated the agreement of the revised NAFTA deal, now called the U.S.
MexicoCanada Agreement (USMCA), but enthusiasm quickly faded as the more important trade worries with China
appeared to intensify. Yields on the 10year Treasury note climbed to their highest level in seven years, and bonds
sold off on the back of strong economic data. The latest jobs report pointed to continued strength in the U.S. labor
market, reinforcing the Fed's path for raising rates. Technology and smallcap stocks led the losses as investors
feared that higher rates will slow down the economy. Strong earnings and economic growth justify a rising rate
environment, and stocks can still perform well despite the increased volatility.

Last week, the 10year Treasury yield edged above 3.2% for the first time in seven years and rates on investment
grade corporate and municipal bonds also rose to their highest levels in several years. The uptick in bond yields
sparked market concern that the good economic news would lead the Federal Reserve to tighten more aggressively
than the markets had anticipated. If inflation remains at or near 2%, the Fed can continue to slowly hike shortterm
rates without cutting off the solid economic growth that is supporting the current bull market in stocks.
This week ended with the release of the September jobs report, which showed the winning streak in the labor
market continued through the third quarter. The economy created 134,000 jobs last month and it’s estimated that
the economy lost 35,000 jobs due to Hurricane Florence. Accounting for the temporary loss of jobs from the
hurricane, the labor market is still well on track to support economic growth at 3% for the year.

The report also

showed the unemployment rate dropped to 3.7% and average hourly wages increased 2.8%, just short of the post
recession record of 2.9% in August. A sustained pickup in wages indicates a tightening labor market and provides
support for the Fed to continue to raise rates slowly.
The current investment climate of low unemployment and low inflation means the Fed can slowly raise rates without
reducing economic activity. The upside is that rates are rising for all the right reasons. The concern is that inflation
will increase more than currently anticipated and that the Fed will overtighten and slow economic growth. Though
this is a risk, inflation is still quite moderate, and a spike in consumer or producer prices are not expected anytime
soon. Instead, the solid economic backdrop and robust corporate earnings are very supportive of a continuation in
the bull market.

Victoria Capital's Strategy Update

Equity markets hit alltime highs early in the first week of October partially due to the surprise agreement with the

U.S. and Canada on trade thus creating a “NAFTA II” among the three major Western Hemisphere partners. The
week was characterized by an unending stream of strong economic data such as unemployment falling to 3.7%the
lowest rate since 1969. By the end of the week, however, interest rates were at new highs as bond market
participants envisioned additional rate increases by the Federal Reserve. Stock market investors decided to take
profits in sectors that have outperformed so far this year—namely technology.
As a reminder: the S&P 500 index rose 7.2% during the last three months the best quarterly gain since the fourth
of quarter 2013 and some pullback was likely. Given that most active domestic stock managers have
underperformed their indexed brethren this year, we will likely see increased volatility for the next three months as
these managers try to reposition their portfolios to maximize returns for the year.
The middle of next week marks the beginning of third quarter corporate earnings reports. We expect earnings to
come in above expectations that could prompt equity markets to respond favorably. Even though we are at new
highs and this is a record bull market in length, don’t underestimate the ability of this secular bull market to keep
charging. Bob Farrell, retired Merrill Lynch’s legendary market strategist, quotes Don Guyon: “The market itself
determines the relative importance of all factors more accurately than any speculator can hope to interpret them.”
Nothing has really changed since then. Investors and traders can buy and sell based on their own interpretation of
daily news events, but market action itself determines the most true and accurate interpretation. So… if an investor,
or trader, is not in “sync” with the stock market, they are going to suffer losses! Bottom line is that when the stock
market speaks (going up), if you want to make money (stay invested), you had better listen.
Looking at shortterm market volatility is more important than looking at reward. The few who do look at risk as an
opportunity (read the educated, the Street savvy, the WEALTHY) make their money at the expense of the majority
who fall for the pitch about getting rich quick. Investing is a get rich SLOWLY process. You must put your money at
risk in the stock market—that’s where long term growth happens. Just stay Invested!
No changes were made to either the Growth Equity portfolio or the Target Return portfolios this week.
We look forward to your participation in our Manager Call next Wednesday!!

Redhawk's Strategy Update

Stocks started out the week with strong gains but dropped sharply on Thursday and Friday, with information
technology stocks weighing on the broader market. The NASDAQ and the Russell 2000 Index trailed the S&P 500
and the Dow by wide margins. Concerns about inflation and the pace of interestrate increases weighed on bond
prices, as the yield of the 10year U.S. Treasury bond surged above 3.20%, the highest level in more than 7 years.
As recently as September 6, the yield was below 2.90%.

As U.S. equities declined on Thursday and Friday, investors’ expectations of shortterm stock market volatility
surged, rising a cumulative 30% over two days. The CBOE Volatility Index climbed to its highest level in more than
three months, although it was at a modest level relative to its historical average. Prices of crude oil rose to their
highest levels in about four years on Monday and Wednesday but ended up little changed overall for the week.
Prices tumbled about 3% on Thursday, the sharpest daily decline in two months.

Redhawk Model Signals

S&P Portfolios: Kept the World Large Stock subcategory (IOO) on the watch list due to lagging performance.
Placed the Health subcategory (PSCH) on the watch list due to improved performance from other subcategories.
Environmental, Social, and Governance Portfolio: Replaced the Large Growth subcategory (GGEZX), because
it scored below a 70, with FTQGZ.
Growth Stock Portfolio: No changes.
High Income Portfolios: No changes.
Liquid Income Portfolios: No changes.

Economic Data for this Week
Monday:
1. No major reports scheduled.

Tuesday:
1. No major reports scheduled.

Wednesday:
1. Producer Price Index, U.S. Bureau of Labor Statistics.
2. Wholesale inventories, U.S. Census Bureau.

Thursday:
1. Consumer Price Index, U.S. Bureau of Labor Statistics.
2. Federal budget, U.S. Department of the Treasury.

Friday:
1. University of Michigan Index of Consumer Sentiment, preliminary result.
2. Export and import prices, U.S. Bureau of Labor Statistics.

We made one minor change to the RESG model and we are keeping all models 100% invested. We will continue to
monitor the markets and volatility closely.

Portfolio Managers

The Target Return (TR) portfolios consist of a blend of exchangetraded 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 longterm 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 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 longterm growth through a diversified portfolio of individual equities. A
themebased 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 bottomup 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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