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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!

Redhawk Live!

Market Commentary

Last week stocks finished slightly lower, following three straight weeks of gains. The main events that impacted
investors was the spike in oil prices and the Federal Reserve's decision to cut rates for the second time this year. An
attack on key oil infrastructure in Saudi Arabia resulted in the worst oil supply disruption in history, as 6% of the world's
production was impacted. Oil prices initially jumped 15% but gave back some early gains, finishing the week 6%
higher as officials communicated that production will be largely back to normal by the end of the month, sooner than
some had feared. On the monetary side, the Federal Reserve lowered its federal funds rate by a quarter point to
hedge against risks from slower global growth and trade uncertainties.

The Fed cut interest rates last week for the second time this year to help prolong the current economic expansion.

Meanwhile, the U.S. economy is showing stability supported by a strong consumer. The traditional conditions that
typically necessitate Fed stimulus aren't prevalent as the economy is not sliding into recession, and deflationary
pressures are not mounting. However, pockets of risk have emerged, and a proactive Fed seems preferable to
waiting for a recession to take hold. On the plus side, the economy is on solid footings, making these rate cuts
possibly more of a "nice to have" than a "need to have."
Unemployment is at 3.7%, onetenth of a percent from the lowest level in 50 years. We've had 107 consecutive

months of job growth, the longest streak on record. Additionally, wages are rising at an average of 3.2% so far
this year, the strongest year in well over a decade. The labor market is in great shape, providing an ongoing
tailwind to consumer spending, which comprises 70% of GDP and personal spending has risen by an average of
3% since the fourth quarter of 2017.
U.S. GDP growth has averaged 2.7% over the past two years, not as fast as desired, but not teetering on the

edge of recession. GDP growth averaged 2.1% from between 2011 and 2016, suggesting the economy still has
some life left in it, despite being the longestrunning expansion on record.
Given the strength of the economy, there is hardly a reason for the Fed to slash rates at this stage. One of the central
bank's mandates is to promote maximum employment, which has been achieved. With the economy in pretty decent
shape and likely to get ongoing support from household spending, we don't expect the Fed to aggressively cut rates
further from here. Nevertheless, the Fed's proactive actions could provide the needed energy to extend the economic

expansion for a while longer.

The Fed is also responsible for keeping prices stable. This side is what is causing the call for more rate cuts. The
central bank has acknowledged the risks from trade uncertainties and the global slowdown in its more accommodative
stance, making the argument for rate cuts.
Inflation has spent a good portion of this expansion running below the Fed's intended longerterm 2% target.

Core inflation has averaged 2.1% thus far in 2019. While up a bit from the average of the past decade, this
indicates that inflation remains relatively contained, providing appropriate cover for the Fed to implement
proactive rate cuts. It's worth noting, however, that at 2.4%, the August core CPI reading was the highest in
over a year. Inflation isn’t expected to move sharply higher in the near term, but sustained wage increases
could put some upward pressure on consumer prices over time, complicating the Fed's ratestimulus efforts.
Also supporting the rate cuts are areas of weakness within the economy, namely the slowdown in the

manufacturing sector. This slowdown is at least partly a result of the tariff uncertainty. The Fed has also
acknowledged the risks the current U.S. and China trade turmoil poses to the economy, and we don't think the
Fed is off base in this regard. Trade represents a relatively minor portion of U.S. GDP, and exports to China are
just 6% of total U.S. exports. In addition, manufacturing is a much smaller contributor to GDP than in the past,
as the service component of the economy now accounts for most of the output. However, the indirect impacts
the perceived trade war may have on spending and investment should be monitored.
Given the shifting composition of the economy as well as our lower dependency on exports, we don't expect the trade
turmoil with China or the weakness in the manufacturing sector to drive the economy into a downturn. That said, the
spillover effects of these trade uncertainties do represent a risk to the expansion to the extent that businesses pull
back on capital investment (including hiring) and/or consumer confidence erodes and limits household consumption.
These risks, combined with tame inflation, support the case for the Fed's preemptive rate cuts, though any progress
on trade and ongoing moderate GDP growth would challenge the case for additional cuts this year

Victoria Capital's Strategy Update

For investors seeking a good leading indicator of the direction of equity markets, the first stop is expectations for

economic growth. A very good source is both the level of unemployment and employment. The current tenyearplus
bull market in stocks has been accompanied by a continuous decline in the unemployment rate to 3.7%. Further
declines in the unemployment rate may be hard to come by as the pool of workers who are able and willing to work
may be nearly exhausted. Going forward, important statistics to watch are qualitative measures of employment, not
just the number of people working. According to the Wall Street Journal, “worker earnings increased by 3.4% in 2018
while the poverty rate declined by 0.5% to 11.8%, the lowest level since 2001!” Digging further into the details, “real
median earnings for female households with no spouse present jumped 7.6% last year. The jobless rate for black
women last month fell to an historic low of 4.4% and neared a low point for Hispanic women at 4.2%.” Incidentally, the
latest unemployment rate here in South Carolina was 3.2%. Another statistic that provides encouragement that the
economy can continue to roll on is the overall increase in wealth by class. Again, according to the WSJ, “the share of
households making less than $35,00 in inflation adjusted dollars has fallen 1.2 percentage points while those earning
between $50,000 and $150,000 and more than $200,000 have both increased by 0.8 percentage points. In other
words, more Americans are making more income across the spectrum, which has propelled some of the middle class
into the ranks of the affluent. Even Generation Y is benefiting as witnessed by the following: households between the

ages of 1524, real median income increased by 9.1% and for the 2534 age group their real median income rose 5%.
This momentum is undoubtedly aided by rising corporate profitability and job innovation. Consumers are rushing to
save time by having groceries and meals delivered to their door by many new innovators in this business. Uber who
specialized in taxi service is delivering food and, in the process, improving profitability for both the company and its
drivers.

As we say in the investment world, “the trend is your friend.” In the case of the growing wealth of workers this trend will
be converted to higher spending, greater consumption, higher standards of living and higher equity prices. Rather than
fear that a recession is just around the corner, investors should be optimistic that the underlying strength in the
economy is improving and that recent favorable trends in auto and housing sales are a leading indicator that the
economy can continue to grow for the foreseeable future.
Last week we did not make any changes in the Growth Equity, Growth & Income or Target Return portfolios. We have
maintained a larger cash position across all portfolios reflecting concerns about the ongoing trade wars and how they
might affect financial markets.

Redhawk's Strategy Update

Last week the major U.S. stock indexes fell slightly, snapping a threeweek string of gains, with little change overall

until the market fell modestly on Friday afternoon. The S&P 500 and Dow both remained more than 1% below their
records set in July and the NASDAQ was nearly 3% short of its peak. As expected, the U.S. Federal Reserve cut its
benchmark interest rate for the second time in two months, but board members were split on the outlook for further
reductions this year. Seven of 17 Fed officials projected that there will be a need for another rate cut, but 10 others
maintained that rates should remain at the newly reduced level or shouldn’t have been cut at all this month. For four
days in a row, the U.S. Federal Reserve intervened in a segment of the bond market known as overnight repo, where
companies often go to meet shortterm borrowing needs. Borrowing costs in the repo market soared on Tuesday
amid a lack of liquidity, but the situation stabilized after the Fed stepped in with financial backing.
Prospects for an interim U.S. and China trade agreement appeared to sour on Friday, eroding some of the optimism
that had grown in previous weeks. Chinese officials canceled planned visits with farmers in Montana and Nebraska,
and President Trump told reporters that he didn’t feel he was under pressure to complete a trade deal before the 2020
election. U.S. Treasury bond yields fell after rising sharply in the previous week, but they remained well above the
multiyear lows recorded early this month. The 10year Treasury bond yield fell to around 1.75% on Friday, down
from 1.90% a week earlier. For the first time, index investing has surpassed active management in terms of the
amount of mutual fund and exchangetraded fund assets invested in the U.S. stock market. Morningstar Inc. reported
that, as of August 31, passive funds that track market indexes reached $4.27 trillion in assets, exceeding the $4.25
trillion total for actively managed funds.

Redhawk Live Update  Click Here

Redhawk Model Signals

S&P and Dynamic Portfolios: Replaced the Small Value subcategory (VBR) with (XSLV).

S&P and Dynamic Portfolio Bubble Reports as of 8/31/2019

Environmental, Social, and Governance Portfolio: Kept the Small Growth subcategory (IHSIX), the Large Growth
subcategory (CEYIX), and the MidCap Growth subcategory (AVEGX) on the watch list due to performance. Placed
the Global Real Estate subcategory (CSSPX) and the Corporate Bond subcategory (CBFSX) on the watch list due to
underperformance.

Portfolio Bubble Reports as of 8/31/2019

Growth Stock Portfolio: No changes.

High Dividend Stock Portfolio : Sold Apollo Commercial Real Estate Inc. (ARI) and purchased Ciner Resources LP
(CINR) due to underperformance.

High Income Portfolios: : No changes.

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

Liquid Income Portfolios: No changes.

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

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 forwardlooking 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

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. S&P/CaseShiller 20City Composite Home Price Index.
2. Consumer Confidence Index, The Conference Board.

Wednesday:
1. New home sales, U.S. Census Bureau.

Thursday:
1. Secondquarter GDP, third estimate, U.S. Bureau of Economic Analysis.
2. Pending home sales, National Association of Realtors.

Friday:
1. Durable goods, U.S. Census Bureau.
2. University of Michigan Index of Consumer Sentiment.
3. Personal income and consumer spending, U.S. Bureau of Economic Analysis.

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).

Portfolio Managers

The Target Return (TR) portfolios consist of a blend of exchangetraded 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 longterm 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 longterm growth through a diversified portfolio of individual equities. A
themebased 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 bottomup 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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