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 New Feature! 
 

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

Expectations for monetary easing around the world continue to drive stocks higher. Last week the Dow Jones Industrial

Average rallied to a record high, closing above 27,000 for the first time, following the Fed chairman's testimony to

Congress.  Powell communicated that the case for more accommodative policy had strengthened, further strengthening

expectations for a rate cut in the coming months.  The European Central Bank (ECB) is also considering injecting fresh

stimulus to the economy through interest-rate cuts, or the relaunch of quantitative easing.  As the second-quarter

earnings season kicks off this week and attention shifts from central banks to earnings, volatility will likely pick up.
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In Congressional testimony, last week, Federal Reserve Chair Powell’s depiction of the current state of the economy is

being impacted by three uncertainties in the form of too low inflation, a global slowdown, and rising trade tensions. 

Powell stated that the U.S. economy is in a good place.  One reason that the economic expansion, now the longest in

U.S. history, has endured is due to its moderate pacing of economic growth.  Behind the economy’s steady pacing is

solid consumer spending, which composes almost 70% of economic growth.  With unemployment at 50-year lows,

modestly growing wages, and low interest rates, consumer spending should stay on solid footing.  Let’s explore each

uncertainty in more detail. 

  

Too Low Inflation 

The most immediate risk to the bull market is too low inflation, or deflation.  Deflation occurs when demand for goods and

services weakens, causing consumer and producer prices to fall.  As prices fall and are expected to continue to fall,

businesses and consumers hold more cash and invest less, which weakens demand even more.  The risk is that the

resulting deflation could trigger a recession.  To combat this risk, the Fed has indicated its willingness to cut short-term

interest rates.  Lower rates make it cheaper for consumers and businesses to borrow, which increases demand for big-

ticket items, like houses and cars for consumers and planes and new factories for businesses.   Global central banks

have also signaled a shift toward looser monetary policy as they wrestle with too low inflation. 

  

China Trade Tensions 

Trade tensions between the U.S. and China continue to be a major headwind to global growth by reducing business
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investment and disrupting world supply chains.  Estimated world trade growth for 2019 has fallen to 2.1% in 2019 from

3.9% in 2018, due in large part to trade tensions, according to OECD (Organization for Economic Co-operation and

Development).  After a promising truce to the trade talks last month, the eventual path to a deal has again become

cloudy.  In contention are U.S. tariffs on Chinese goods, which have yet to be reversed from the 25% tariff on $200 billion

in Chinese goods that was implemented after trade talks broke down in May.  China wants these tariffs removed, while

the U.S. is waiting on China to buy more U.S. agricultural goods and make other concessions before reducing tariffs.  

  

Slowing Global Growth 

In addition to trade tensions, there are other global concerns, notably geopolitical uncertainty such as Brexit, increased

worldwide debt, and a slowing China.  Because of these challenges, global economic growth will slow in 2019. 
 

Source: Bloomberg, 07/12/19. *5-day performance ending Thursday. Bonds represented by the iShares Core U.S. Aggregate Bond ETF. Past performance does not guarantee future results.

Victoria Capital's Strategy Update 
 

All major stock market indices hit new highs last week with the DJIA eclipsing 27,000. When we started in this
business, the Dow Jones Industrial Average hovered around 900! What goes up doesn’t necessarily come down. The
markets are telling us not to worry about the trade wars or the Fed; the rising number of employed workers, rising real
wages, federal budget deficits and higher corporate profits can keep the economy and the equity market rising for the
near term.  
  
While our Growth Equity portfolio is outperforming as expected in a bull market advance, less aggressive investors are
asking about the progress of our Target Return (TR) portfolios. As a reminder, the TR portfolios are structured using
indexed, exchange-traded funds (ETFs) with minimal expense ratios. Over time, a low expense ratio can be key to
outperforming actively managed funds. Furthermore, given the liquidity of ETFs, there is little if any problem if we decide
it is time to adjust portfolio weights. Such an adjustment occurs infrequently as we rely on the long-term returns of the
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asset classes that are represented in each portfolio.  
  
Unlike strategies developed by other managers using economic studies, obscure metrics and back-tested theories, our
approach is “plain vanilla” and utilizes transparent easy-to-understand securities that has produced ACTUAL long-term
returns. We developed these models in 1995, well before these plain-vanilla types of strategies became mainstream. By
structuring four portfolios with different indexed weightings we can forecast an expected long-term return for each
portfolio with an associated risk expectation. As opposed to Target Date funds that have a variable “roll-down” strategy to
change portfolio weightings based on some fixed future date that has no relationship to market conditions, our Target
Return approach focuses on active management of these portfolio allocations to keep clients on track to achieve an
expected long-term rate of return. The recent history of Target Date funds tells us that there is a wide disparity of returns
from funds with equivalent target dates. How can you have confidence that you have chosen the “right” date and which
Target Date fund is properly structured for you?  
  
When you review the history of our Target Return portfolios, we have achieved our long-term objectives (review our
recent Fact Sheets on these portfolios). Incidentally these are actual composite portfolio returns and not back-tested
models. The growing risks associated with fiduciary responsibility make these portfolios one logical choice for clients
saving for retirement who are not looking to win the lottery with their retirement portfolios.  
  
There are similar indexed-based offerings that capitalize on modern portfolio theory. When considering such options, the
selection process should include experience, an actual historical record (not back-tested results) and a “plain vanilla”
approach that minimizes the threats to your fiduciary responsibility.  
  
No changes were made to the Growth Equity or Target Return portfolios last week. 

Redhawk's Strategy Update
Major indexes rallied to new highs, with all three setting records during the week. The Dow Jones ended the week at
27,332, up 1.5%.  The S&P 500 hit 3,013, while the NASDAQ topped 8,244, which is a bump-up of around 1.0% for each
index.  In two days of testimony on Capitol Hill, Fed Chairman Jerome Powell signaled a pending interest rate cut, citing
trade tensions and concerns around the U.S. and global economies as contributing factors.  Stocks surged on the
prospect of the first rate cut since 2009.  U.S. and China trade talks appeared set to resume after the countries’
presidents reached a go-ahead agreement.  However, China’s late-week edict to impose new sanctions on the United
States could slow progress.  The inversion of the yield curve, the spread between the 3-month and 10-year U.S.
Treasuries, has lasted more than 6 weeks.  The New York Federal Reserve’s probability model for predicting a U.S.
recession over the next 12 months, which uses the metric as a key input, reached a 32.9% probability in June, above the
30.0% threshold. 
  
A storm in the Gulf of Mexico, declines in U.S. crude oil inventory, and a softer stance from the Fed combined to drive the
prices of oil futures to over $60 a barrel, the highest point since May.  OPEC has cut its 2020 oil-production forecast,
citing slowing global demand, among other factors.  In June, the Consumer Price Index unexpectedly climbed 0.1% from
the prior month, and 1.6% compared with the same month a year ago.  Core prices, which include basic consumer
staples but exclude food and energy categories, were up 0.3% from May, the largest increase since January 2018. 
Corporate earnings could dampen stock market euphoria, as 77% of the companies that have issued second-quarter
forecasts projected negative earnings per share growth.  Analysts now expect earnings to decline by 2.9% versus a year
ago, as slower growth and the cost of tariffs on U.S. businesses are tallied.
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Redhawk Model Signals  
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S&P and Dynamic Portfolios: Removed the Utilities sub-category (VPU) and the Real Estate sub-category (XLRE)
from the watch list due to improved performance.  Kept the Natural Resources sub-category (XLB) on the watch list due
to lagging performance.

 
S&P and Dynamic Portfolio Bubble Reports as of 6/30/2019 
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Environmental, Social, and Governance Portfolio: Removed the Global Real Estate sub-category (CSSPX) from the
watch list due to improved performance.   
 

Portfolio Bubble Reports as of 06/30/2019 
 

 
 
Growth Stock Portfolio: Replaced Ryman Hospitality Properties Inc. (RHP) with Steel Dynamics Inc. (STLD) due to
lagging performance. 
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High Dividend Stock Portfolio: Replaced Ryman Hospitality Properties Inc. (RHP) with Enel Americas SA ADR (ENIA)
due to lagging performance.  Replaced CoreCivic Inc. with Duke Energy Corp. (DUK) due to lagging performance.  
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High Income Portfolios:  Replaced the Invesco BulletShares 2025 Corp Bd ETF (BSCP) with the Vanguard Long-Term
Corporate Bd ETF (VCLT) due to lagging performance.  Replaced the SPDR Wells Fargo Preferred Stock ETF (PSK)
with the iShares Long-Term Corporate Bond ETF (IGLB) due to underperformance. 
 
 

High Income Portfolio Bubble Reports as of 06/30/2019    
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Liquid Income Portfolios: No changes. 
 

 
Liquid Income Portfolio Bubble Reports as of 06/30/2019
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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. No major reports scheduled. 

 
Tuesday:

1. Retail sales, business inventories, export and import prices, U.S. Bureau of Labor Statistics. 
2. Manufacturing and trade: inventories and sales, U.S. Census Bureau.    

  
Wednesday:

1. Housing starts, U.S. Census Bureau.

  
Thursday:

1. The Conference Board Leading Economic Index for the U.S. 
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Friday:

1. University of Michigan Index of Consumer Sentiment.

 
On 5/7, our “risk off” VIX algorithm tripped and we moved to the “Risk Watch” zone.   On 6/16, the VIX algorithms
confirmed the “risk on” position.  We will continue to watch this daily and communicate to you if we make any changes
(see below).

 
 

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
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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 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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