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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 international stocks outperformed domestic on the back of the fourth straight month of improvement in global

manufacturing PMI.  The surveys are consistent with a still soft but improving demand environment, which suggests that

the manufacturing downcycle may have run its course.  U.S. stocks had their best daily gain in over a month on Friday

following the November jobs report, which showed strong job gains, rising wages, and a return to a 50-year-low

unemployment rate.  This, combined with a seven-month high in consumer sentiment, provides further evidence that the

U.S. economy finishes the year on solid footing.
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The market, in the first week of December, made a strong case for being cautiously optimistic that the bull market

continues, with stocks rising 0.9% on Friday.  In contrast, the first week of December 2018 started off much rockier as

stocks slumped as a section of the yield curve inverted, unnerving investors with recession worries.  Adding to market

woes, last year the November jobs market missed expectations, and trade negotiations, which had been promising,

started to unravel.  Later that month stocks slid almost 20% to near bear-market territory. 

  

This week has shaped up to be very different from last year.  With recession fears at bay for now, there is reason for

cautious optimism ahead.

The economy looks resilient.  Last week started shaky as a key indicator of U.S. manufacturing, the Institute for

Supply Management Index (ISM) stumbled further into contraction territory for the fourth straight month to a near

decade-low level.  This is not the first time there has been weakness in manufacturing during the current

expansion as the measure fell for five straight months in 2015.  By Friday, new data on the labor markets and a

glowing report on consumer sentiment underscored the overall health of the U.S. economy and rallied equities to

close at a fresh high.  Job growth in November soared to 266,000 jobs created from just 128,000 jobs in October.

 Also helping was the fact that the decline in manufacturing jobs reversed last month, with 54,000 manufacturing

jobs added verses a decline of 43,000 the previous month.  The November unemployment rate edged down to

3.5% (remaining at 50-year lows).  Wage growth was light for the month and wages have grown 3.1% over the last

12, short of their 50-year historical average of 4%.  Therefore, wage pressure on corporate earnings is still low,

and the risk of an inflation spike from wage increases in the near term is unlikely. 
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Interest rates likely to stay at low levels. Last December the Federal Reserve increased benchmark interest

rates to 2.5%, the highest level of the expansion.  Additionally, the 10-year yield, a key reference rate to consumer-

lending products like auto loans and mortgages, was around 3%, a full percentage point higher than the current

level.  This week, the Fed meets to announce its rate policy after lowering the federal funds rates three times in

2019 to between 1.5 – 1.75%.  In this last Fed meeting of the year, the most likely outcome is that the Fed keeps

interest rates at their current low levels.  That is good news for share-price growth to continue. Historically, rate

hikes by the Fed have been a leading cause of a bull market ending.  With real rates (adjusting for inflation) now

near zero, they are close to the levels they were during most of the current expansion from 2009-2017.  Therefore,

monetary policy is providing stimulus for consumers and businesses that will help prop up spending in the holiday

season and through the new year. 

A correction is normal.  While this bull run has seen a steady increase, it is important to note that corrections are

normal, even during bull markets.  Over the last 100 years the Dow has declined by at least 10% on average once a

year.  We have not yet seen this large of a downswing in the market this year; however, expect volatility to increase and

remain at normal levels as the bull market ages.

Victoria Capital's Strategy Update 
 

No commentary.

Redhawk's Strategy Update
Last week, stocks made big daily moves, but the major U.S. indexes finished the week little changed overall as the
Dow and the NASDAQ slipped about one-tenth of a percentage point and the S&P 500 rose slightly.  Market declines on
Monday and Tuesday were offset by rallies on Wednesday and Friday.  The latest U.S. employment report beat
expectations, providing further evidence that recent recession fears may have been unwarranted.  Stocks rallied on
Friday after the government reported that the economy generated 266,000 new jobs in November and the unemployment
rate slipped to 3.5%.  Markets remained sensitive to global trade news, as stocks tumbled on Tuesday after U.S.
President Donald Trump said he had no deadline for reaching an initial trade accord with China, and that he was open to
waiting until after the November 2020 U.S. election.  The next round of U.S. tariff increases on Chinese imports was
scheduled to take effect on December 15.  
  
Prices of U.S. government bonds fell, sending their yields higher, after China reported better-than-expected economic
data on Monday.  Yields climbed further on Friday following a U.S. employment report, with the yield of the 10-year U.S.
Treasury bond reaching 1.84%, which was the highest level in three weeks.  The holiday shopping season got off to a
strong start.  A trade group, the National Retail Federation, estimated that American shoppers increased their spending
by 16% compared with last year over the five-day period between Thanksgiving and Cyber Monday.  On the heels of a
strong monthly jobs report, the U.S. Federal Reserve is expected to keep interest rates unchanged when it concludes a
meeting on Wednesday.  That would mark a departure from the Fed’s recent policy easing when the Fed cut rates in
October for the third time in three months. 

Redhawk Model Signals  
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S&P and Dynamic Portfolios: Kept the Industrials (XAR), Foreign Large Value (HDEF), Small Value (XSLV), Large
Value (DGRO) sub-categories on the watch list due to lagging performance.  Placed the Financial (XLF) and Technology
(FTEC) sub-categories on the watch list due to underperformance.
 

S&P and Dynamic Portfolio Bubble Reports as of 10/31/2019
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Environmental, Social, and Governance Portfolio: Kept the Global Real Estate sub-category (CSSPX) on the watch
list due to underperformance.  Placed the Large Blend sub-category on the watch list due to lagging performance. 
Removed the Large Value sub-category (BEGIX) on the watch list due to improved performance.  
 

Portfolio Bubble Reports as of 10/31/2019 
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Growth Stock Portfolio: Replaced L3Harris Technologies Inc (LHX) with MSCI Inc (MSCI) due to underperformance.
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High Dividend Stock Portfolio: Replaced Ethan Allen Interiors (ETH) with BG Staffing (BGSF) due to
underperformance.  
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High Income Portfolios: No changes.
 
 

High Income Portfolio Bubble Reports as of 10/31/2019   
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Liquid Income Portfolios: No changes.

 
Liquid Income Portfolio Bubble Reports as of 10/31/2019
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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. U.S. Federal Reserve Board opens two-day policy meeting.

Wednesday:

1. U.S. Federal Reserve Board concludes two-day policy meeting, Chairman Jerome Powell holds press conference.
2. Consumer Price Index, U.S. Bureau of Labor Statistics.
3. Federal budget, U.S. Department of the Treasury.

Thursday:

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

1. Retail sales, U.S. Census Bureau.
2. Business inventories, U.S. Census Bureau.
3. 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. 

 
 

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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