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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 climbed to fresh record highs after the October jobs report showed that the economy added

more jobs than expected despite the negative impact from the GM worker strike and the loss of temporary U.S. Census

jobs.  The Federal Reserve (Fed) cut interest rates for the third time this year and signaled a pause in lowering rates to

assess economic conditions.  While economic growth has slowed, as the third-quarter GDP estimate showed last week

(from 2.0% to 1.9%), several risks have dissipated since the Fed first lowered interest rates in July, namely the de-

escalation of U.S. and China trade tensions, uncertainty on the Brexit front, and weakness in manufacturing that appears

contained.
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This Bull Market Continues to Roll 
Stock prices climbed 1.5% last week, reaching a fresh record high.  The climb was supported by slowing but still-positive

economic and corporate data, which beat market expectations.  It appears that the four growth trends outweigh ongoing

risks from trade uncertainty and slower domestic and global growth, keeping the bull market moving forward. 

 

1. A healthy labor market supports consumer spending. 
The economy added 128,000 jobs in October, well above the consensus estimate and stronger than the 100,000 jobs

needed to support new entrants into the workforce each month.  U.S. job creation was able to sidestep the negative

impact from the GM worker strike and the loss of temporary U.S. Census jobs. The unemployment rate rose slightly to

3.6% from 3.5% the previous month, a half-century low, as more workers that were on the sideline entered the labor

market.  Average hourly earnings grew by 3% from a year ago, beating consumer-price inflation over the same time

period. 

  

Good news was also found in strong upward revisions to the August and September employment figures, which

combined for 95,000 additional jobs.  All told, the October gains and two-month revision boosted the three-month

average of jobs created to 175,000 from 157,000 previously.  This is lower from the monthly average of 223,000 jobs

created in 2018, but still supportive of a healthy labor market, modest wage growth, and solid consumer spending can

continue to power the economic expansion. 

  

2. The consumer is driving GDP growth. 
New GDP data released last week showed that the economy grew by an estimated 1.9% in the period from July through
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September, slightly lower than the 2% pace posted in the previous three months. Consensus estimates before the

release expected a more marked slowdown, reflecting concerns that trade uncertainty and sluggish manufacturing was

taking a toll on the economy.  Yet consumers continue to show resilience in the face of these concerns, as consumer

spending, which makes up 70% of the economy, rose by 2.9%.  This was lower than the 4.6% posted last quarter but

appears strong enough to keep the economy near the average of this 10-year expansion, now the longest in U. S.

history.  Moreover, spending was broad-based, with big ticket durable goods up 7.6%, signaling that consumer

confidence remains strong in the face of trade uncertainty. This confidence also showed hope in residential investment,

where for the first time in six straight quarters, the housing sector was a positive instead of negative driver of growth.

 Low interest rates, stronger home sales, and a pickup in new construction are signs that housing could remain on the

plus side of the ledger. 

  

However, the economic picture was not all positive.  In fact, consumers looked like the only highlight, with business

investments and exports subtracting from third-quarter growth. In contrast to consumers, business sentiment has been

notably downbeat, reflecting weakness in manufacturing, trade tensions, and the overhang of decelerating global growth.

 Also released last week was the IHS Purchasing Managers’ Index, a measure of sentiment in the manufacturing sector.

 It was softer than expected and continued to show signs of contraction in goods production.  Manufacturing remains a

key pocket of weakness in the economy. 

  

3. The Fed stated that monetary policy is "in a good place" for the bull market to continue. 
As expected, the Fed delivered on a third straight reduction in benchmark interest rates, reducing the federal funds target

to 1.5%-1.75% from 1.75% -2.0%.  Beyond the cut, there were other notable elements of the Fed's announcement.  By

stating that monetary policy was "in a good place," the Fed signaled a pause in future rate cuts to assess the state of the

economy with current stimulus measures already in place. The past three rate cuts were viewed by the Fed as insurance

against rising risks from trade uncertainty and slowing global growth rather than a mechanism for stimulating the still

solid economy. Rate cuts have helped reshape the yield curve from inverted, a historically reliable recession indicator, to

mostly flat, which is a signal that is consistent with modest economic growth continuing. 

  

The Fed's message to markets contrasted with the markets’ view that the Fed would cut at least one more time in the

next six months. The Fed's view, however, seems consistent with economic data on the economy and jobs released this

week, with both showing signs of sustainability despite looming risks. However, The Fed's effort to boost inflation closer

to its 2% target continues to be a work in progress. Core PCE, a measure of inflation preferred by the Fed, slipped to

1.7% in September, from 1.8% the previous month. The Fed's concern that too-low inflation could reduce economic

activity has been a leading justification for cutting interest rates.  Monetary stimulus can take several months to be

reflected in economic fundamentals, justifying the Fed holding rates for now. 

  

4. Corporate earnings are better than expected. 
The corporate sector is also showing earnings growth and approximately 80% of firms that have reported third-quarter

earnings so far have beat analysts' estimates, except for companies in the energy sector which is lagging.  Corporate

results thus far have also reinforced the view that earnings will continue to grow modestly. However, share-price growth

will need to advance in the face of headwinds from geopolitical concerns, like trade and Brexit, and the broad-based

global slowdown, making it a volatile and hard climb.
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Victoria Capital's Strategy Update 
 

Happy Birthday to the Internet! Fifty years ago, the first email was sent from the University of California to an individual
in Palo Alto, California. The first message was “login.” Unfortunately, the system crashed and only the “lo” reached the
recipient. Some fifty years later, more than 200 billion emails flow around the world every day according to the Wall
Street Journal. But those emails would have been stillborn if it weren’t for the 43-year old Apple computer and the 12-
year-old Apple iPhone. The confluence of these three technological breakthroughs have had a dramatic impact on our
lives. The proliferation of these devices and technologies have ushered us into the post-industrial state where output is
no longer measured in widgets but in time savings. Take, for example, the ability for a start-up company such as Uber to
gain traction around the world in such a short period of time. Virtually everyone has heard of this ride-sharing service and
recognizes the advantages of such an upgrade to getting around. However, to function effectively, the service needs the
Internet, a cellphone and an online payment capability. For the consumer, calling for a ride for a night out on the town
using Uber for a low fare eliminates a couple of risks: damage to the car due to valet parking and the risk of drinking and
driving and potential accident or DUI. This “system” is expanding into the delivery of food or groceries reducing the time
necessary to shop and prepare meals and providing individuals with the option to run their own business. How do you
quantify this increase in productivity as a measure of time saved rather than goods produced? One way is to look at how
far the company has come. The market value of the company is estimated at $72 billion with $12 billion in annual gross
bookings. The company was founded in 2009, only ten years ago. The whole database of output for productivity
measurement purposes is turned upside down. Our standard of living is expanding rapidly due to these innovations yet
there is almost no place to go to find out exactly what a difference they are making. 
  
One place that recognizes these breakthroughs is the financial foundation for this “time savings” industry---the NASDAQ,
the segment of the stock market where most new companies are coming to market. Through last Friday, this index is up
26.4%, vs 22.3% for the S&P 500. For the last three years, the NASDAQ is up 17.6% annually vs. 13.2% for the S&P
500. 
  
Last week we commented about the bugaboo that haunted the stock market during October. Now that we are in
November, the probability of a rally continuing shifts in favor of a 2 to 1 ratio. Not incidentally, the market surged on
November 1st as measured by the Dow Jones Industrial Average by 134 points and all three major market indices (DJIA,
S&P 500 and NASDAQ) hit new highs as the markets opened this morning. With the recent 0.25% reduction in the fed
funds rate and surprisingly strong employment numbers for October, equity markets seem to be embarking on a year-
end rally. 
  
Last week we increased stock holdings in the Global Equity portfolio. There were no changes to the Growth and Income
portfolio or the Target Return portfolios.

Redhawk's Strategy Update
Last week major indexes sustained their weekly winning streak, with all three up more than 1% at Friday’s close.  The
S&P 500 and the NASDAQ scored a fourth consecutive week of gains, driven by solid quarterly earnings results and
better-than-expected data on jobs and GDP growth.   The S&P 500 overcame a dismal October start to score two new
highs, ending the month with a 2.04% return.  YTD gains tallied 21.17%, the best 10-month opening since 2013. 
  
The Fed cut interest rates on Wednesday by 25 basis points, to a range of 1.5% to 1.75%.  The Fed’s commentary hints
that a December repeat is unlikely.  Employers added 128,000 jobs in October, handily beating expectations.
 Unemployment rose slightly to reach 3.6%, hovering just above September’s 50-year low of 3.5%.  U.S. economic
growth slowed in the third quarter, coming in at 1.9% but exceeding economists' forecast of around 1.6%.  Consumer
spending kept GDP growth steady, albeit slower than the 3.1% rate in the first quarter.  The European Union approved
the extension of the United Kingdom’s departure from the EU until January 31, 2020.  Yields on 10 and 30-year U.S.
Treasuries briefly ticked up as investor tensions eased.  Roughly three-quarters of companies releasing third-quarter
earnings so far, which is 76% of S&P companies, have reported earnings per share above analysts' estimates, according
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to FactSet.  More earnings are to come yet misses reported by companies like Google/Alphabet may signal lower
estimates for 2020.

Redhawk Model Signals  
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S&P and Dynamic Portfolios: Kept the Mid-Cap Value (XMLV), Small Value (XSLV), and Foreign Large Value (HDEF)
sub-categories on the watch list due to performance.  Added the Large Value sub-category (DGRO) and the Utilities sub-
category (VPU) to the watch list due to lagging performance.          
           

S&P d D i P tf li B bbl R t f 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: Replaced Darden Restaurants (DRI) with Fortinet (FTNT), replaced Chemed (CHE) with
Entegris (ENTG), replaced Icon (ICLR) with WellCare Health Plans (WCG), replaced Old Dominion Freight Line (ODFL)
with T-Mobile US (TMUS), replaced Vulcan Materials (VMC) with New Oriental Education & Technology (EDU), and
replaced Epam Systems (EPAM) with Bristol-Myers Squibb (BMY).

 
 

 
High Dividend Stock Portfolio: Replaced Exxon Mobile (XOM) with Janus Henderson (JHG), replaced Companhia
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Energetica De Minas Gerais (CIG) with Westlake Chemical Partners (WLKP), and replaced Enterprise Products Partners
(EPD) with Domtar (UFS) due to underperformance.   
                                                       

 
 
High Income Portfolios: No changes.
 
 

High Income Portfolio Bubble Reports as of 9/30/2019   
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Liquid Income Portfolios: No changes.

 
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. Factory orders, U.S. Census Bureau.

  
Tuesday:

1. Institute for Supply Management’s nonmanufacturing index.    
2. Trade balance, U.S. Census Bureau.    
3. Job Openings and Labor Turnover Survey, U.S. Bureau of Labor Statistics.

  
Wednesday:

1. No major reports scheduled.
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Thursday:

1. Consumer credit, U.S. Federal Reserve.

  
Friday:

1. University of Michigan Index of Consumer Sentiment, preliminary result.   
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
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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
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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