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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 stocks finished higher for a second week in row, with the S&P 500 sitting within striking distance of a record

high.  News that the U.S. and China agreed to hold trade talks in Washington in October was the main catalyst for the

rally.  Economic data was mixed as the manufacturing activity contracted, falling to a three-year low, while non-

manufacturing activity (which accounts for the bulk of economic activity) expanded and accelerated versus the pace of

activity in July.  August's jobs report showed that hiring slowed, but to a level strong enough to hold the unemployment

steady at a near 50-year low, with solid wage growth. 

Redhawk Live!
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Volatility in August reflected the prevalent risks of the U.S. and China trade situation and a growing concern for an

impending recession.  Stocks seesawed through August as investors focused on trade turmoil and recession-signals

from interest rates (inverted yield curve) drove the market more than 6% lower during the month.  September, so far, has

been the exact opposite and the quick rebound has returned the stock market to within 1.5% of its all-time high.   

  

There are still many concerns in the market, namely tariff uncertainties and the ongoing manufacturing downturn to

continue to cast worries of an impending recession.  Additionally, the seesaw market has everyone focusing on what the

Fed will do and say in September.  

  

Proper expectations can help set the stage for appropriate investment decisions as the market twists and turns.  The bad

news is that over the past 30 years, September has had the third-worst average monthly return behind August and June. 

Additionally, September is also, on average, the second most volatile month of the year. The good news is that October,

November and December are among the best-performing months, with an average monthly return of 1.6%.  September

will live up to its reputation in terms of volatility given the delicate trade situation between the U.S. and China, along with

the upcoming Fed rate meeting, where consensus expectations have set a high bar for lower rates. 

  

The market has shown a consistent pattern to overreact to both escalating tariff threats as well as the promise of

renewed negotiation talks.  The most concerning, is not the impact on the U.S. economy, instead, it’s the potential for

trade uncertainties to spill over into businesses' willingness to invest and hire, which in turn would begin to impact
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household consumption (which does determine the health of the expansion).  Final resolution of a trade deal is still a way

off, but it will be important for the trade spat not to negatively impact business and consumer confidence.  In addition, the

Fed will be a key contributor in the economic and market story ahead.  The Fed is likely to cut rates in September, with

the recent jobs report not doing anything to alter that expectation.  Markets are pricing in several rate cuts from the Fed

in the coming year and if economic or inflation data come in hotter than anticipated, the recalibration of Fed rate-cut

expectations could drive temporary pullbacks. 

Source: Bloomberg, 09/06/19. Bonds represented by the iShares Core U.S. Aggregate Bond ETF. Past performance does not guarantee future results.

Victoria Capital's Strategy Update 
 

Thank you for your prayers as Hurricane Dorian (for the most part) missed our blessed Charleston. 
  
There is an interesting parallel between equity market performance and the recent local weather patterns here in South
Carolina. Just when the stock market bears were ready to take charge in August and investors took refuge in cash, the
residents of Charleston were asked to leave town (aka a mandatory evacuation). We didn’t! The storm was scary due to
erratic and high winds, but we have been through four of these hurricanes over the past five years and have had little
damage. Once the storm passed, we had three days of beautiful sunny blue-sky weather. Let’s just say that we have
become accustomed to Mother Nature’s September cleanup but recognize that recovery always follows the storms.  
  
The same can be said for equity markets that suffer from temporary short-term downturns that keep investors on edge as
to when the “storm” will be over. During the month of August domestic equity funds experienced a bumpy ride and fell 3%
while their international brethren declined by 2% according to Thomson Reuters Lipper. Year-to-date, domestic equity
funds are up by 16.6% while international equity funds have gained 10.3%.  
  
The sun came out in early September providing investors with fresh optimism and pushing major equity indices towards
all-time highs. For the current financial market environment, rather than draw a parallel between hurricanes and stock
prices, we might use another scary physical event—the earthquake. Having lived in California and experienced a few
movers and shakers, the similarity is that the “earth” shakes whenever President Trump decides to tweet. Having
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survived August that can be referred to as the Month of Tweets, investors still are concerned about the circumstances
surrounding the current trade war with China. But again, experience tells us that earthquakes, surprising as they may be,
end as quickly as they start meaning that the president has been quick to react to any market selloff by reversing course:
we call it the “on-again, off-again trade war.” 
  
For long-term investors, these market declines offer an opportunity to take advantage of weakness. Similarly, hurricanes
and earthquakes tend to temporarily lower real estate prices. Such is the case today with the stock market as there are
still many strong trends in place that should allow the U.S. economy to grow at a reasonable pace for the foreseeable
future. Just remember that there could be more storms on the horizon… 
  
Last week, there were no changes in the Growth Equity or the Growth & Income portfolios. We reduced our exposure to
foreign equities in the Moderate and Growth Target Return portfolios.

Redhawk's Strategy Update
U.S. stocks maintained the previous week’s positive momentum, regaining more of the ground lost in a four-week string
of declines.  With the latest week’s gain of nearly 2%, the S&P 500 was within 2% of its record high set in late July. 
While neither side retreated from recent tariff increases, U.S. and Chinese officials on Wednesday confirmed plans to
hold more high-level trade negotiations in early October.  Leading up to those talks, mid-level officials plan to discuss
details to lay the groundwork for the broader discussion, which will be held in Washington.  The U.S. economy continues
to generate new jobs, but at a slower rate. August’s gain of 130,000 left the year-to-date monthly jobs growth average at
158,000, down from 2018’s 223,000.  The slowdown could bolster the case for another interest-rate cut at the U.S.
Federal Reserve’s September 17–18 policy meeting.  For the first time since early 2016, a gauge of U.S. manufacturing
fell to a level that indicates a contraction in activity, rather than expansion.  The Institute for Supply Management’s
manufacturing index fell to 49.1% in August from 51.2% in July.  
  
The recent bond price rally finally paused, as yields rose sharply Thursday following news that the United States and
China planned to resume trade negotiations.  The yield of the 10-year U.S. Treasury bond jumped from as low as 1.43%
on Wednesday to 1.57% on Thursday.  Data on the recently concluded earnings season confirms that profits decreased
for the second consecutive quarter. Earnings for companies in the S&P 500 slipped 0.4% relative to the same quarter a
year earlier, according to FactSet. On the positive side, 75% of companies exceeded analysts’ earnings expectations.
  Thursday’s release of monthly data on inflation will be one of the week’s most closely watched economic reports, and it
could provide a key data point heading into the U.S. Federal Reserve’s September 17–18 policy meeting.  The monthly
Consumer Price Index report could indicate whether recent acceleration in the inflation rate extended into August. 

Redhawk Model Signals 
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S&P and Dynamic Portfolios: Placed the Market Neutral sub-category (BTAL) on the watch list due to
underperformance.

 
S&P and Dynamic Portfolio Bubble Reports as of 8/31/2019 
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Environmental, Social, and Governance Portfolio: Placed the Small Growth sub-category (IHSIX) on the watch list
due to underperformance. 

Portfolio Bubble Reports as of 8/31/2019 
 

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

High Income Portfolio Bubble Reports as of 8/31/2019   
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Liquid Income Portfolios: No changes.   

 
Liquid Income Portfolio Bubble Reports as of 8/31/2019

 

 

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:;


 
 
 
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. Job Openings and Labor Turnover Survey, U.S. Bureau of Labor Statistics.   

Wednesday:

1. Producer Price Index, U.S. Bureau of Labor Statistics.
2. Wholesale inventories, U.S. Census Bureau.

Thursday:

1. Consumer Price Index, U.S. Bureau of Labor Statistics.
2. Federal budget, U.S. Department of the Treasury.

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:;


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

  
 
  
On 8/5, our “risk on/off” VIX algorithm tripped and we moved to the “Risk Watch” zone.  On 8/30, the “Risk Watch” went
into “Risk Off” territory.  So, what does that mean?

1. We sold the stocks held in the Redhawk Growth Stock portfolio (RGS) and moved into defensive non-correlated
asset classes, such as utilities, gold, gold miners, consumer staples, and a market neutral anti-beta ETF.

2. We stayed invested in the positions held in the S&P and Dynamic growth portfolios.  These have gradually
migrated into defensive asset classes over the last three months.

3. Maintained positions in the following portfolios:
a. Redhawk High-Dividend Portfolio (RHDS).
b. Redhawk high income portfolios (RBI, RHY, and RTHI).
c. Redhawk liquid income portfolios (LINC, LINCM, and LINCA).
d. Redhawk Environmental, Social, and Governance portfolio (RESG).   
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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
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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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