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Market Commentary

Last week stocks declined for the third straight week while bonds rose, helping smooth out volatility for balanced

portfolios. Cyclical sectors led the way on the downside as disappointing U.S. economic data supported worries that a

slowdown in manufacturing will spread to other parts of the U.S. economy.  The Purchasing Managers' Index showed

that manufacturing activity contracted in September for the second month in a row.  The services index also declined but

remained in expansion territory.  Topping off the data was September's jobs report, which provided some assurance that

despite a slowdown in hiring, the labor market remains tight, a positive for consumers and the economy.  We believe the

mix of slowing economic data and geopolitical risks is likely to result in higher volatility.
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We are living in the longest economic expansion in U.S. history and the second longest and strongest bull market.  As

this expansion ages, you may be looking for signs that the end is near or that a recession is looming.  This week’s data

show that economic growth is cooling from its hot pace of a year ago. But rather than signaling some future date for the

end of the expansion, the data suggest that the economy is moving forward, but at a slower pace.  Here’s why. 
 

Manufacturing is slowing, but it's not impacting the broader economy.

A survey of manufacturing released last week showed a contraction in that sector for the second straight month, and it

caused markets to decline 2.5% over a two-day period.  Manufacturing accounts for less than 10% of output and 9% of

jobs created.  Though manufacturing is a small segment of the economy, its signal value is high because its performance

is correlated with a rising and falling economy.  Manufacturing is also more vulnerable to trade tensions and slowing

global growth than other parts of the economy.  However, the weakness in manufacturing does not seem to be

influencing the broader economy.   Data on the much larger service sector, which composes 80% of the economy, shows

that it is still expanding, though its pace has slowed in keeping with a modestly growing economy.  

 

Unemployment reached a 50-year low.

The signs of an economy slowing but still growing was also underscored in the jobs-market data released on Friday.  The

economy created 136,000 in September, which was short of the 145,000 jobs expected by the markets.  Over the course

of 2019, the economy has produced an average of 160,000 jobs a month, compared with 223,000 last year.  Though

lower than last year, this pace of job growth is still higher than the 100,000 jobs-per-month average that keeps the
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economy moving forward. More good news is that the weekly data in jobless claims, a leading indicator of the direction of

the economy, is well below historical averages and consistent with a healthy labor market.  Revisions over the past two

months added 45,000 jobs and pushed down the overall unemployment rate to 3.5% from 3.7%, the lowest level in 50

years.  A low unemployment rate is in sharp contrast to how previous expansions ended, when the unemployment rate

headed upward. 

 

Consumer spending still growing, on pace with income growth.

September’s jobs report also showed that wage growth decelerated last month to 2.9% from 3.3% in August.  This

deceleration is still above the average pace of wage growth of 2.3% over the 10-year expansion.  This pace of wage

growth shows a labor market that is neither too cold nor too hot. Moreover, this pace suggests a labor market that is

strong enough to support consumer spending, the engine of economic growth, but not too strong as to trigger a spike in

interest rates that could slow growth.   Moderately growing wages are positive for corporate earnings, as well.  Over the

last five years, revenue growth has averaged 3.5%, according to FactSet.  Wage growth below revenue growth helps

keep corporate earnings climbing.  

 

Global challenges are slowing the pace of growth, but not the direction.

The markets also reacted to a new round of tariffs announced last week.  The White House announced tariffs on $7.5

billion in European goods that will take effect on October 18.  In addition, the Trump administration plans to raise tariffs to

30% from 25% on $250 billion worth of Chinese goods on October 15.  Accommodative global central-bank policy serves

as a hedge against rising trade tensions and slowing global growth for now.  Additionally, the ill effects of trade

uncertainty will eventually be alleviated by a negotiated U.S. and China trade deal, though that deal will be long in the

making due to the complexity of the issues being discussed.  All told, expect more market volatility ahead, but within

normal ranges.  

  

In the latter stages of a bull market, turning points in the economy are hard to predict and don’t go according to a preset

schedule.  Working with your financial advisor can help you build and maintain a portfolio that can help to weather all

types of market cycles. 

Victoria Capital's Strategy Update 
 

No commentary this week.

Redhawk's Strategy Update
Last week the S&P 500 and the Dow fell modestly for the third consecutive week while the NASDAQ rose slightly.  The
market's late-week comeback couldn’t offset a two-day rout on Tuesday and Wednesday, when the S&P 500 dropped a
combined 3.0%.  A monthly gauge of U.S. manufacturing activity dropped to its lowest level since 2009, a key factor that
sent the S&P 500 down 1.2% on Tuesday. On Thursday, another monthly indicator that tracks services activity across the
U.S. economy fell to a three-year low.   Crude oil prices have lost all the ground gained in a 15% rally in mid-September
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sparked by supply disruptions in Saudi Arabia.  Concerns about a potential oil glut weighed on prices, leaving U.S. crude
at around $53 per barrel, down from $62 on September 16. 
  
The 136,000 U.S. jobs added last month extended a recent run of modest, steady job growth, while the unemployment
rate fell to 3.5%, the lowest in nearly 50 years. Wage growth was sluggish, with an annual rate of 2.9%, which is a
pullback from previous months, but still higher than inflation.  Small-cap stocks extended a recent run of
underperformance, as the Russell 2000 Index, a small-cap benchmark, fell more than 1% for the week.  The index has
dropped more than 5% since a recent high on September 16, which is three times greater than the decline for the
Russell 1000, a large-cap index.  The World Trade Organization has forecast that global trade this year will grow at the
slowest rate since 2009. The organization expects the flow of goods across borders to grow by just 1.2%, down from
3.0% in 2018.

Redhawk Model Signals  
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S&P and Dynamic Portfolios: Replaced the Large Blend sub-category (LGLV) with the Utilities sub-category (VPU) due
to underperformance.  Replaced the Nontraditional Bond sub-category (IGHG) with the Corporate Bond sub-category
(IGIB) due to performance.  Placed the Mid-Cap Value (XMLV), Consumer Cyclical (XLY), Industrials (XAR), and Foreign
Large Value (HDEF) sub-categories on the watch list due to performance.                                                                          
                                                                                                               

 
S&P and Dynamic Portfolio Bubble Reports as of 9/30/2019 
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Environmental, Social, and Governance Portfolio: No changes. 
 
 

Portfolio Bubble Reports as of 9/30/2019
 

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

 
 
High Income Portfolios: Replaced the Nontraditional Bond sub-category (IGHG) with the Corporate Bond sub-category
(IGIB) due to performance.  Replaced the Options-Based sub-category (QYLD and PBP) with the Long-Term Bond sub-
category (SPLB) and the Corporate Bond sub-category (LQD) due to performance. 
 
 

High Income Portfolio Bubble Reports as of 9/30/2019   
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Liquid Income Portfolios: Replaced the Nontraditional Bond sub-category (IGHG) with the Corporate Bond sub-
category (IGIB) due to performance.
 
 

Liquid Income Portfolio Bubble Reports as of 9/30/2019
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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. Consumer credit, U.S. Federal Reserve.

Tuesday:

1. Producer Price Index, U.S. Bureau of Labor Statistics.   

Wednesday:

1. Release of minutes from September 17–18 meeting of the U.S. Federal Reserve Board.
2. Job Openings and Labor Turnover Survey, U.S. Bureau of Labor Statistics.
3. Wholesale inventories, U.S. Census Bureau. 

Thursday:

1. Consumer Price Index, U.S. Bureau of Labor Statistics.
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Friday:

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

  
On 9/13, the “Risk On” algorithm tripped, and we continue to stay invested in equities.  As mentioned last week, we are
including the signals for the Redhawk Growth Stock Portfolio (RGS) and the Redhawk High Dividend Stock Portfolio
(RHDS). 
 

 

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
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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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