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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

Last week U.S. stocks declined modestly, taking a breather after a sharp rally at year-end and a new record high on the

first trading day of the year.  Concerns over rising tensions between the U.S. and Iran emerged on Friday following a

U.S. airstrike in Iraq that killed a prominent Iranian general.  The heightened geopolitical risk in the Middle East led crude

oil prices to rise 3% following the news.  A combination of some complacency in the market and rising geopolitical

uncertainties could drive volatility and a short-term pullback, but economic fundamentals and monetary policy remain

supportive for the bull market to continue in 2020. 
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The first two trading days of 2020 were quite different.  On the first trading day of the year, all three major indexes, the

Dow, NASDAQ and the S&P 500, closed at record highs.  Bonds also rallied, along with gold and broad-based

international indexes.  On Friday, markets opened to news that a U.S. airstrike in Iraq led to the death of an Iranian

military leader, intensifying Middle East tensions and refocusing market attention once again on geopolitical uncertainty

in the Middle East and around the world. 

  

Many analysts expect the 2020 market to trail 2019's performance due to slower economic growth and earnings growth. 

Additionally, the central-bank stimulus and interest rate cuts that were a key driver of returns last year are unlikely to be

repeated in 2020.  Interest rates are already at low levels, and instead of declining further, rates will most likely rise

slightly over the year.  Additionally, expect more normal levels of market volatility in the later stages of the bull market,

making the ride higher for equities a bumpier one.  

  

An immediate impact of the escalation in U.S. and Iran tensions was a spike in oil prices to 63.8 from 61.2. Since oil is

currently oversupplied by oil-rich companies in the Middle East and North America, the jump in prices as a result of this

latest geopolitical event is likely to be temporary.  This transitory impact of geopolitical tensions on a commodity price is

consistent with broad market behavior in response to unexpected global events and the effect of geopolitical occurrences

on markets tend to be short-lived.   A key market theme for 2020 will be the tug of war between solid macroeconomic

fundamentals and volatility due to geopolitical risks.  

  

The cornerstone of the positive 2020 investment outlook is that consumer spending will continue to propel economic

growth.  With the unemployment rate at historically low levels, expect consumers to continue to be the engine of this long
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expansion and for the U.S. to avoid a recession this year. Additionally, corporate earnings are expected to grow at mid-

single digits, lower than in 2018 and 2019, but are still expected to be enough to support an upward climb for stocks

aided by still low interest rates. 

  

Global monetary stimulus provided by developed country central banks in 2019 will help the global economy stabilize

and rebound over the course of this year.  Last week the Bank of China also pledged more stimulus to accelerate China's

economic growth in 2020.  An improving global environment helps the U.S. economy, as it increases foreign demand for

domestic goods and services.

Victoria Capital's Strategy Update 
 

An important contributor to the measurement of inflation is productivity or output-per-man-hour. In the industrial age, an
increase in output based on technology contributed to an increase in productivity i.e., more goods and services. When
there was a shortfall in output, there was likely to be a resultant increase in inflation based on this measure. Over the
past ten years, inflation has been unusually low. The implication is that productivity was improving. One might argue that
inflation is overstated when we experience a surplus of goods and services at every turn—food, cars, phones,
televisions, shoes, clothes and many more. This idea of measuring productivity in terms of output-per-man-hour
contributed to the estimate of a rising standard of living. During the industrial age, more output meant a better lifestyle.
But does this quantity measure of goods and services provide us with an accurate gauge of our improving standard of
living in a post-industrial state? 
  
In a post-industrial world, the measure of our quality of life should no longer be attached to the quantity of things
available to us but a measure of the quality of our life. One important way to determine this improving quality of life is
time -- the time required to do mundane things versus having more time to do what we want. The problem is how do we
quantify this increase in quality of life? One way is to identify the development of services that can contribute to more free
time. For example, services that deliver groceries such as Instacart and that deliver meals such as Door Dash. Before
the introduction of these services, individuals had to travel to the market with all the potential “detours,” shop for their
items and then take them home, unpack and put away. In that process several occurrences could take a lot of an
individual’s time. With Instacart, groceries can be ordered from several different vendors online via computer or an app
on a phone. The order is tracked live from the start of the shopping experience to the time the delivery occurs at your
front door. There is no need to leave home, deal with traffic and parking, and drive the cart up and down the aisles of the
market. Time saved can be an hour or more. With the Door Dash app, you can order from a multitude of restaurants
ranging in quality from McDonald’s to fine dining (depending upon your location). Again, there is no need to leave home,
deal with traffic, parking or valet parking. And you can enjoy a bottle of wine at home without worrying about driving. 
Each time we discover one of these time savers, our quality of life increases. The driving services of Uber and Lyft are
another example of how we benefit from developments in technology and services the upend the traditional way of doing
things (the disruptors). Moreover, these new services provide employment opportunities to those who are motivated to
earn money. A part-time worker can have another job as a shopper, meal delivery person or driver giving them more
freedom to manage their time and contribute to their quality of life. As new breakthroughs allow us to save time doing the
mundane things, our quality of life will continue to improve but we may never be able to identify a metric that can track
these enhancements.  
  
Last week, there were no changes in the Growth Equity, Growth & Income or Target Return portfolios.

Redhawk's Strategy Update
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The major stock indexes were choppy as 2019 transitioned into 2020, but overall results were essentially flat for the
holiday-shortened week.  The S&P 500’s 0.1% decline snapped a five-week winning streak.   Buoyed by a strong
December result, the major U.S. stock indexes closed out their best annual performance since 2013.  The S&P 500
climbed 28.9% in 2019 while posting a 31.5% total return, factoring in dividends.  The NASDAQ’s price gain, excluding
dividends, was an even more robust 35.2% and the Dow’s was a comparatively modest 22.3%.  The decade that just
passed extended the record run of a bull market that began in March 2009.  On an annualized basis, the S&P 500
produced an average 18.0% total return over the decade, according to S&P Dow Jones Indices.  Information technology
and consumer discretionary were the strongest-performing sectors.  The past year’s sector results were dominated by
information technology, which posted a total return of 50.3%.  The communication services sector finished a distant
second place with 32.7%; the weakest sector was energy, with an 11.8% total return.  
  
A U.S. air strike in Iraq that killed an Iranian military leader and other Iranian officials stoked new tensions in the Middle
East and sent oil prices higher.  The price of U.S. crude oil jumped around 3% on Friday and at one point climbed above
$64 per barrel, which is the highest since September.  U.S. President Donald Trump said he’ll sign the first phase of a
recently announced trade deal with China on January 15 in a ceremony at the White House, although Chinese officials
didn’t immediately confirm the plans.  President Trump also said he plans to eventually travel to Beijing to begin talks
toward a possible phase two agreement.  Historically, January’s stock market performance has been a strong indicator of
what may be in store for the rest of the year.  In fact, 71% of the time the S&P 500 has posted a positive return for the
year after gaining ground in January or has gone on to post an annual loss when the market has declined in the first
month, according to S&P Dow Jones Indices.

Redhawk Model Signals  
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S&P and Dynamic Portfolios: Kept the Large Value sub-category (DGRO) on the watch list due to underperformance.   
                                                                                                                                                                                   
 

S&P and Dynamic Portfolio Bubble Reports as of 11/30/2019
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Environmental, Social, and Governance Portfolio: Kept the Mid-Cap Growth (AVEGX) and the Large Blend (VFTAX)
sub-categories on the watch list due to lagging performance. 
 

Portfolio Bubble Reports as of 11/30/2019 
 

 
 
Growth Stock Portfolio: No changes.
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High Dividend Stock Portfolio: No changes. 
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High Income Portfolios: No changes.
 
 

High Income Portfolio Bubble Reports as of 11/30/2019   
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Liquid Income Portfolios: No changes.

 
Liquid Income Portfolio Bubble Reports as of 11/30/2019
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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. Institute for Supply Management’s nonmanufacturing index.
2. Trade balance, U.S. Census Bureau.
3. Factory orders, U.S. Census Bureau.

Wednesday:

1. ADP National Employment Report, ADP.
2. Consumer credit, U.S. Federal Reserve.

Thursday:
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1. No major reports scheduled. 

Friday:

1. Jobs and unemployment, U.S. Bureau of Labor Statistics.
2. Wholesale inventories, U.S. Census Bureau.

 
 

On 9/13, the “Risk On” algorithm tripped, and we continue to stay invested in equities. 

 
 

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
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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
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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