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 New Feature! 
 

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 finished higher for the third straight week, with the S&P 500 and the Dow closing at record

highs.  The main catalyst for the rally in both bonds and stocks was the Federal Reserve (Fed) signaling its openness to

cut rates this year.  The committee removed a previous statement about being “patient” in setting rates, which implied

holding rates steady for some time, and added that it will act as appropriate to sustain the economic expansion.  Other
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central banks are also shifting toward easier monetary policy, which has resulted in lower bond yields globally and

increased risk appetite.  Following the financial crisis in 2008, the U.S. stock market first achieved a new record high in

early 2013.  Since then, it has set 225 all-time highs (an impressive 14% of all trading days), indicating that new highs

aren't a sign of exhaustion.

 
This bull market is nearing the end of its 10th year.  How can it be both well enough to keep growing and yet so

vulnerable that it could require Fed intervention to continue?  That was the question facing the Fed when it met last week
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to set the level of short-term interest rates.  Though it kept rates unchanged for now, the Fed signaled that it would cut

rates this year in response to slower growth prospects.  Markets reacted favorably to the Fed’s shift towards a rate cut,

as stock prices rallied to a record high.  Historically, the biggest risk to a bull market has been that the Fed makes a

policy mistake.  Markets get concerned when the Fed is behind the curve as market and financial conditions weaken.  By

opening the door to a rate cut this year, the Fed provided assurance to markets that it was willing to prolong the

expansion. 

  

We are in the latter stages of this economic cycle and inflation is the key to further expansion.  Too much inflation

indicates that the economy is overheating, and rising wages could induce firms to cut costs by slowing hiring and

triggering higher unemployment.  Too little inflation signals that demand for goods and services is decreasing and could

lead to sluggish wage growth, reduced lending, and weaker economic activity.  The Fed believes that its 2% inflation

target is consistent with healthy economic growth.  Yet recent data shows that price levels are heading below that target,

leading the Fed to drop its forecast for inflation from 1.8% to 1.5%.  If inflation continues to drift lower, the Fed signaled it

would cut short-term interest rates to boost demand and reset price levels closer to the target.  

  

Last week the U.S. 10-year Treasury yields dropped to 2.0%, the lowest levels since 2017, before rebounding to 2.06%. 

Because U.S. rates are still higher than most developed countries, foreign demand for U.S. Treasuries will likely keep

long-term rates low and help prolong the bull market by providing inexpensive credit to businesses and consumers.  

  

The economy grew at a robust 3.1% in the first quarter but showed signs of weakness as consumer spending slumped to

half its average rate.  A lackluster jobs report and slowing wage gains also added to slowdown fears.  More recently, a

slew of good economic data has alleviated the Fed’s concern of weakness in the consumer sector.  First, a bounce back

in retail sales data suggested a pickup in consumer spending.  Additionally, benefit claims by unemployed workers, a

leading indicator of recession, have fallen recently to well below the 10-year average for the economic expansion. 

Finally, interest-rate-sensitive sectors of the economy have strengthened from earlier this year.  For example, existing

home sales in May increased for the first time in two months as lower mortgage rates boosted homebuyer demand. 

  

The Fed highlighted two uncertainties to its otherwise optimistic view of the economy: 

1.  Elevated trade tensions.

2. Slower global growth.
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These two uncertainties are interrelated as trade drives almost 60% of worldwide GDP growth.  Data out Friday showed

that the trade-sensitive manufacturing sectors in the eurozone and Japan continue to slow.  Also, a gauge of U.S.

manufacturing dipped to the lowest levels since 2009.  So, a lot is riding on the resumption of trade talks between the

U.S. and China at the G20 meeting this week.  A quick deal is highly unlikely, yet progress towards an agreement would

be a positive development for the markets and the prospects for continued global expansion.  Additionally, a more

stimulus monetary policy from the central banks in other countries should help stabilize global growth over time. 

Recently, both the European Central Bank (ECB) and the Bank of Japan have (BoJ) signaled their intent to ease already

accommodative monetary policy to boost growth. 

  

Though it has shifted in the direction of a rate cut, the Fed is watching incoming data from the labor market as well as

geopolitical news for signs of weakening economic conditions before making a move. Meanwhile, market participants

have already priced in three rate cuts this year.  The upshot is that by year-end the market expects benchmark rates to

fall much more sharply than the Fed does. The disconnect between the Fed’s intention and the markets expectation will

likely lead to periodic bouts of volatility. 
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Source: Bloomberg, 06/21/19. Bonds represented by the iShares Core U.S. Aggregate Bond ETF. Past performance does not guarantee future results.

Victoria Capital's Strategy Update 
 

Last week, the S&P 500 reached a closing high of 2,954.18 while the Dow Jones Industrial Average, NASDAQ
Composite and the Russell 2000 indices also rose. Both oil and gold climbed as well. The S&P is having the best June
since 1955 and it could be the best month for the Dow in 80 years! As you know, we have been continually bullish about
the U.S. stock market since the Trump election and the gain year-to-date has confirmed our optimism. There are a
variety of factors contributing to our belief that the rally in stocks will continue. The lack of euphoria around the market’s
current rise coupled with the record cash sitting on the sidelines as Mr. Market keeps climbing higher is one. Another is
that naysayers fear a slowing economy and even mention the “R” word. Although some economic statistics have
weakened, we expect that as summer rolls on we will see that the economy is not slipping into recession. There are
plenty of positives to consider: corporate tax rates have been cut boosting incentives for investment, the federal funds
rate is below GDP growth and the Fed still has $1.4 trillion in excess reserves in the banking system—a very big net. The
federal government continues to reduce regulations, households have both low debts relative to assets and banks have
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strong balance sheets. On and on… 
  
Back in the information technology boom of the late 90s, everyone was touting stocks—even our barber was telling us
which stocks to buy! That isn’t the case today. Look at the article published last week by Bloomberg entitled: “Investors
Haven’t Been This Bearish Since 2008 Financial Crisis.” The source of this article was a Bank of America Merrill Lynch
survey of money managers with $528 billion under management among them. The poll showed that equity allocations
saw the second-biggest drop on record, while cash holdings jumped by the most since the 2011 debt-ceiling crisis.
Individual investors have also missed out on stock market gains since Trump was elected, as many stayed on the
sidelines. In fact, according to the latest AAII Sentiment Survey, optimism among individual investors about the short-
term direction of stock prices rebounded slightly but remains below 30% for the sixth consecutive week. Remember that
to make a market for every buyer there must be a seller. We will continue to be buyers until economic and market metrics
tell us otherwise. 
  
Here’s a fun factoid: Last week, Arthur Laffer, the father of supply-side economics received the Medal of Freedom from
President Trump. Tom worked with Dr. Laffer during the early years of supply-side economics (1981-1984) and wrote
numerous economic papers for his firm, Laffer Associates. We even have one of Art’s famous “curves” on a signed
napkin hanging in our office!! 
  
Last week we deployed cash in the Growth Equity model by initiating positions in two new opportunities while selling one
of our Quality Healthcare stocks. No changes were made to the Target Return models.

Redhawk's Strategy Update
U.S. stock indexes climbed more than 2%, with the S&P 500 eclipsing a record high that it had set in late April and the
Dow just shy of its historic peak.  The latest weekly results extended the market’s strong run in June, which has seen
stocks post a V-shaped recovery in the wake of May’s steep decline.  Expectations for slower global growth and more
accommodative monetary policies briefly sent the yield of the 10-year U.S. Treasury bond below 2% on Thursday, the
lowest since late 2016.  The story was similar for government debt in Europe, with yields in Germany and France
approaching all-time lows, reflecting a rise in bond prices.  The U.S. Federal Reserve Board kept interest rates
unchanged, but comments from Fed Chairman Jerome Powell lifted market expectations that a potential rate cut could
come as soon as July 31, when the Fed concludes its next policy meeting. Powell said, “The case for somewhat more
accommodative policy has strengthened.” 
  
Crude oil prices surged nearly 9%, recovering some of the ground lost in a recent decline, as tensions rose between Iran
and the United States in the Persian Gulf, a key transport route for oil.  The rally helped lift energy stocks and gained
further momentum on Friday after a fire broke out at a refinery in Philadelphia.  A monthly gauge of U.S. business growth
dropped more than expected as activity in both the manufacturing and services sectors softened.  U.S. manufacturing
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purchasing managers’ index fell to the lowest reading since September 2009, while its services index dropped to the
lowest since March 2016.  The value of the euro currency tumbled after the president of the European Central Bank said
that any economic deterioration in the eurozone would trigger additional economic stimulus.  Mario Draghi said the
central bank could cut interest rates again or provide further asset purchases.

Redhawk Model Signals  
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S&P and Dynamic Portfolios: Replaced the India Equity sub-category (INDY) with the Latin America Stocks sub-
category (EWZ) due to underperformance.

 
S&P and Dynamic Portfolio Bubble Reports as of 5/31/2019 
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Environmental, Social, and Governance Portfolio: Removed the Small Growth sub-category (IHSIX) from the watch
list due to improved performance. 
 
 

Portfolio Bubble Reports as of 05/31/2019 
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Growth Stock Portfolio: No changes. 
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High Dividend Stock Portfolio: No changes. 
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High Income Portfolios:  Replaced the High Yield sub-category (FIHBX) with the Emerging-Markets Local-Currencies
Bond sub-category (ELD) due to underperformance.
 
 

High Income Portfolio Bubble Reports as of 05/31/2019    
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Liquid Income Portfolios: No changes. 
 

 
Liquid Income Portfolio Bubble Reports as of 05/31/2019

http://eepurl.com/cyJTIz
https://us14.campaign-archive.com/home/?u=64f2ecf4d254ffe3587fb64d6&id=f389ed9a5e
https://us14.campaign-archive.com/feed?u=64f2ecf4d254ffe3587fb64d6&id=f389ed9a5e
javascript:;


 

 

http://eepurl.com/cyJTIz
https://us14.campaign-archive.com/home/?u=64f2ecf4d254ffe3587fb64d6&id=f389ed9a5e
https://us14.campaign-archive.com/feed?u=64f2ecf4d254ffe3587fb64d6&id=f389ed9a5e
javascript:;


 
 
 
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:
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1. No major reports scheduled. 

  
Tuesday:

1. S&P/Case-Shiller 20-City Composite Home Price Index.
2. Consumer Confidence Index, The Conference Board.    

  
Wednesday:

1. Durable goods orders, U.S. Census Bureau.

  
Thursday:

1. First-quarter GDP, third estimate, U.S. Bureau of Economic Analysis.
2. Pending home sales, National Association of Realtors.

  
Friday:

1. University of Michigan Index of Consumer Sentiment.
2. Personal income and consumer spending, U.S. Bureau of Economic Analysis.

 
On 5/7, our “risk off” VIX algorithm tripped and we moved to the “Risk Watch” zone.   We will continue to watch this daily
and communicate to you if we make any changes (see below).    
 
 
 
 
 

http://eepurl.com/cyJTIz
https://us14.campaign-archive.com/home/?u=64f2ecf4d254ffe3587fb64d6&id=f389ed9a5e
https://us14.campaign-archive.com/feed?u=64f2ecf4d254ffe3587fb64d6&id=f389ed9a5e
javascript:;


 
 

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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