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Market Commentary

Last week stocks rose globally on optimism that Chinese and U.S. officials made progress in negotiations that laid the

groundwork for a truce on additional tariffs.  Positive comments on the Brexit front added to the optimism, leading

international developed-market stocks to record their biggest weekly rise in four months.  Reduced uncertainty can be a

catalyst for improved returns in international equities, but continued uncertainty surrounding trade negotiations could

prompt volatility.
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Stocks appear on track to finish the year strong, with the S&P 500 near a record high, despite a volatile past quarter

during which slower global growth and trade tensions caused recession fears to spike.  Twists and turns on the U.S. and

China trade front continue to drive market swings, with stocks rising last week on optimism that both sides are looking at

a phased approach to a trade deal, which was announced after market close on Friday.  This incremental progress is

encouraging, but additional phases of agreement or a larger deal that includes key issues like intellectual property,

technology transfers, and enforcement will likely take more time.  Thus, trade issues will remain a source of volatility.  

  

Slower Growth 

A healthy labor market and fresh stimulus from the Federal Reserve are key pillars of support, but trade, election and

geopolitical uncertainties are increasing headwinds.  The backbone of the expansion remains reasonably sturdy. 

Unemployment is at 3.7%, near a 50-year low, and monthly job growth is extending the longest streak on record, which

should support better than 3% wage gains ahead.  In addition, the Fed has shown a willingness to cut rates to extend the

business cycle.  Uncertainty from the U.S. and China trade turmoil and upcoming election will likely weigh on business

investment and net exports.  However, lower corporate and household borrowing costs and further progress on trade

negotiations make a case for sustained growth. 

  

Uncertainty Drives Volatility 

U.S. equities will outperform bonds this year based on a slowing but still-supportive macroeconomic backdrop and

steady corporate fundamentals.  Risks tied to geopolitical concerns, trade uncertainties, and slowing global growth will

continue to make it a bumpy ride.  The effect of the tax cuts has faded, and economic growth has slowed, earnings

growth stalled this year.  Tariff tensions, geopolitical challenges such as Brexit, and slowing global growth pose
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challenges for equity returns.  An impeachment inquiry in the U.S. adds to the headline risk that may, at times, unsettle

investor sentiment.  However, history shows that economic and corporate conditions, not politics, are what matter most

for long-term stock performance. 

  

Interest Rates Lower 
The inversion of the yield curve this year has raised worries of an approaching recession.  However, despite trade

uncertainty and slowing global growth, the fundamentals remain solid.  Equities should outperform fixed-income

investments, but bonds will continue to help stabilize portfolios during normal bouts of volatility.  Though low by historical

standards, U.S. interest rates are still higher than most developed countries.  For that reason, foreign demand for U.S.

Treasury's reached a record high this year, up 7% from a year ago, and has kept long-term rates low.  Since investment-

grade and high-yield corporate bonds are tied to corporate earnings, default risk will remain low due to still-solid

economic and corporate conditions. 

  

Global Growth Stabilizes 

International equities underperformed last quarter as trade tensions escalated, manufacturing activity contracted, and the

U.S. dollar rose.  Trade and other geopolitical uncertainties, including Brexit, are likely to keep volatility elevated, but

expect growth to stabilize and returns to improve.  Global growth peaked early last year and has been decelerating since

April 2018 as growth in Europe and China fizzled amid political and trade uncertainty.  In response to weaker growth,

major central banks around the world have either started or continued to ease monetary policy to stimulate economic

growth.  While such stimulus efforts typically lag in affecting the economy, they can improve the growth outlook and

provide support.  Global manufacturing activity continues to struggle in the face of weaker global trade and shaken

business confidence, with export-reliant economies such as Germany the most affected.  Positively, most major

economies are experiencing better trends in their services sectors and tight labor markets, which means the global

economy is not likely headed into a recession.

Victoria Capital's Strategy Update 
 

We frequently receive advertisements from other money managers who claim superior results. You probably do too!
One of the interesting emails from a well-known money manager for many years, Bill Miller, flaunted that his latest fund
creation had “outperformed 99% of Value and Growth Peers.” To be more specific: “the fund (Class I Shares)
outperformed 99% of 5,495 Morningstar U.S. equity funds from the 3/9/09 market low through 9/30/19.” (Note that the
fund has various share classes and wide return differences among the classes). To emphasize the “superior” results of
this fund, the email included the following: “The Fund traded at a 40% discount to the S&P 500 on a price-to-earnings
basis as of 9/30/19.” 
  
We thought that this fund sounded like a good bogey to compare with our Thematic Growth Equity portfolio. After all,
many market observers believe that value outperforms growth most of the time.  The periodic return analysis below
provides an interesting picture and demonstrates that our Growth Equity portfolio produces returns better than the Miller
Opportunity Trust!! 
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An even more interesting lure is the measurement period: ten years from September 30, 2009 to September 30, 2019.
How convenient that they left out the fund inception of March 9, 2009 or 6 months of returns. In other words, the
performance period includes only one bull market, not a single bear market. There is a reason for the slick marketing! 
  
Let’s go back to 2011 and quote from an article in Time magazine by Dan Kadlec about Miller’s performance: “Miller is a
rare fund manager who outperformed the S&P 500 for 15 consecutive years, 1991 through 2005. Not even Peter Lynch
could match such a run. Had you invested $10,000 with him at the start of that period it would have become $98,079.
That’s called knocking the cover off the ball. In the same period, $10,000 in the S&P 500 would have grown to just
$51,354. But things went very wrong for Miller after that, especially when the financial crisis hit, and he failed to
comprehend the depth of the problems at banks and the severity of the recession. He began loading up on falling bank
stocks much too early and in 2008 his fund lost 55% of its value. The investor exodus began, and fund assets that had
totaled more than $20 billion in 2006 today stand at just $2.8 billion.” 
  
Obviously, the comparison stops short of an evaluation of these two strategies over a bear market. Fortunately, the long-
term track record of the VCM Growth Equity portfolio goes back to 1994 and includes two major bear markets. To drill
down on the data, check out our Third Quarter Fact Sheet coming soon!  
 

Redhawk's Strategy Update
A rally on Friday propelled the major U.S. stock indexes to weekly gains of around 1%, snapping a three-week string of
declines.  Developments in the U.S. and China trade dispute were the key catalyst, playing a big role in a market decline
on Tuesday and Friday’s comeback rally.  About 10 minutes before U.S. markets closed on Friday, U.S. and Chinese
negotiators announced a partial trade deal between the world’s two largest economies. The tentative agreement includes
a U.S. retreat from a threatened tariff increase, a Chinese commitment to buy U.S. farm products, and language
addressing differences over intellectual property and financial services.  Progress was reported in informal Brexit talks
between the United Kingdom and the European Union, leading to expectations of an October 17 meeting between EU
leaders and U.K. Prime Minister Boris Johnson. U.K. stocks and the British pound rallied on news of the potential
breakthrough ahead of an October 31 Brexit deadline.  
  
The latest reading on U.S. inflation showed that the Consumer Price Index was unchanged in September relative to the
prior month, the weakest inflation reading in eight months.  The latest data could alleviate concerns that further interest-
rate cuts by the U.S. Federal Reserve could unleash a spike in inflation.  The U.S. Federal Reserve announced plans to
buy Treasury debt to increase the size of its balance sheet and prevent a recurrence of recent stresses in the repo
market, which provides short-term funding for corporate borrowers.  The Fed planned to begin initial purchases of $60
billion in Treasury bills starting Tuesday.  The bond price rally of recent weeks stalled, as the yield of the 10-year U.S.
Treasury bond climbed to its highest level in three weeks, exceeding 1.70% on Friday.  Yields also climbed in other key
developed markets, owing in part to indications of progress by negotiators trying to resolve the U.S. and China trade
dispute and the Brexit impasse. 

Redhawk Model Signals 
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S&P and Dynamic Portfolios: Kept the Mid-Cap Value (XMLV), Consumer Cyclical (XLY), Industrials (XAR), and
Foreign Large Value (HDEF) sub-categories on the watch list due to performance.   Placed the Small Value sub-category
(XSLV) on the watch list due to underperformance.  Replaced the Bank Loan sub-category (SRLN) with the Intermediate
Core-Plus Bond sub-category (BYLD) due to underperformance.                                                                                          
                                                                                             

 
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
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Growth Stock Portfolio: No changes.

 
 
 
High Dividend Stock Portfolio: No changes. 
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High Income Portfolios: Replaced the Bank Loan sub-category (SRLN and BKLN) with the Intermediate Core-Plus
Bond sub-category (BYLD) and the Short-Term Bond sub-category (IGSB) due to performance.  
 

High Income Portfolio Bubble Reports as of 9/30/2019   
 

      
  
 
Liquid Income Portfolios: Replaced the Bank Loan sub-category (SRLN) with the Intermediate Core-Plus Bond sub-
category (BYLD) due to performance.
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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
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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. No major reports scheduled.  

Wednesday:

1. Retail sales, U.S. Census Bureau.
2. Business inventories, U.S. Census Bureau.
3. Housing Market Index, National Association of Home Builders.

Thursday:

1. Housing starts, U.S. Census Bureau.
2. Industrial production and capacity utilization, U.S. Federal Reserve.

Friday:

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

  
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). 
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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
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
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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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