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Market Commentary

Stocks finished higher last week for the third straight week, with small-cap and international markets outperforming. 

After the recent gains, the S&P 500 is now up 10.4% from the December low.  The main drivers of the market rebound

have been optimism around the U.S.-China trade talks, some backpedaling from the Fed on its interest rate trajectory,

and oversold conditions.  Talks between U.S. and Chinese officials took place in Beijing, with some encouraging

comments hitting the press about the prospect of reaching a trade deal.  Adding support to the rally, the FOMC minutes

released this week showed a more cautious approach to the extent and timing of future interest rate hikes, noting that the

Fed can afford to be patient about further policy firming.  Lastly, a couple of company profit warnings failed to bend

sentiment, which was interpreted as a sign of reduced expectations heading into the earnings season next week. 
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New year, new mood.  After a fit that led stocks sharply lower in December, the market has shown resilience.  Some

sentiments that have come out since the December lows:

After falling in 11 of the 14 days leading up to Christmas, the tone in the stock market has pivoted more recently,

with stocks rising in six of the eight trading days in January.  The fears of an imminent recession, a trade war, and

Fed rate hikes have been softened by incoming data.  The economy is in the later innings of the expansion and

the December jobs report showed the labor market is still quite healthy, backed by strong hiring, and faster wage

growth.  The decline in initial jobless claims last week supported that view, with new claims remaining near the

best levels of this expansion.  The Small Business Optimism Index ticked down slightly in last week's reading, but
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it remains well above the average of the previous two years.  
 
Stocks have responded positively last week to news that progress is being made on trade negotiations between

the U.S. and China.  It's far too early to declare victory on this front and trade tensions will remain a source of

volatility this year.  
 
Recent commentary from the Fed has calmed fears that it would overtighten rates this year.  Fed Chair Powell has

noted that the central bank will be flexible with future rate hikes, letting incoming economic data guide policy.

 Inflation data last week showed that consumer prices fell last month, thanks to the sharp decline in fuel prices.

 Stripping out food and energy, core inflation is up 2.2% in the past year.  This is within the Fed's comfort zone and

signals that the Fed does not have to be more aggressive in hiking rates.

 
Source: Bloomberg, 01/11/19. *5-day performance ending Thursday. Bonds represented by the iShares Core U.S. Aggregate Bond ETF. Past performance does not

guarantee future results.
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Victoria Capital's Strategy Update 
 

The worst of the equity market decline appears to be over. First, the Fed decided to back off further interest rate
increases for the foreseeable future. Second, the oil price decline in the fourth quarter of 2018 will do more to tamp down
inflation than any changes in the fed funds rate. Third, hedge fund liquidations may have ended on December 24th!
Fourth, two days after Christmas, the DJIA rose a record 1,084 points and started the New Year rally a little early. Or was
that the belated year-end rally? At the close on Friday January 11th, the S&P 500 had risen 3.6% and the DJIA rose
2.9% so far this year. The good news is that the economy remains strong, especially on the employment front where the
latest data confirmed the strength with an unexpected increase of 312,000 jobs for December. 
  
In the short run we are still subject to political news surrounding the government shutdown and the trade war with China.
Resolving these two problems could launch stocks on a trend back toward the September 2018 highs. Corporate profits
should remain in an uptrend but not at the 20%+ lofty levels of the past three quarters.  
  
Last week, an article in the Wall Street Journal entitled: “Conflicts of Interest, Hiding in Plain Sight,” rekindled our interest
in some of the underhanded marketing techniques employed by our competition (is that what that is?). First, Wall Street
did all it could to eviscerate the Department of Labor’s efforts to require some financial firms to be subject to a “fiduciary
rule.” A fiduciary is required by law to act in his or her clients’ best interest. Second, similar efforts by the SEC is being
attacked by the Wall Street establishment. According to the article, “Many major brokers, banks and financial advisers
take revenue-sharing payments—legal kickbacks that mutual-fund companies pay to reward sales of particular funds.”
And if you think you will get personal account management for “free” from the Wall Street giants, then as Jason Zweig
points out, “there’s no substitute for reading the fine print and asking the right questions.” 
  
Just for the record, we are a registered investment advisor with no kickback incentives or conflicts of interest. We always
act in our clients’ best interest. As a matter of fact, firm principals manage their personal accounts the same way they
manage their clients’ accounts. We are all in the same boat together. 
Early this year, we added securities to the Growth Equity portfolio. We have made no changes to the Target Return
models. Note that new investors in VCM models should be aware that the managers periodically change securities in the
models. These purchases and sales of stocks that have been in new accounts for only a short period of time may
produce either a capital gain or loss.

Redhawk's Strategy Update

L
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Last week the major stock indexes climbed 2%–3% during the first full week of the new year, marking the third positive
weekly result in a row.  The Dow ended the week 10% higher than its recent low on December 24, while the S&P 500
was more than 7% higher.  December’s surge in market volatility has given way to incremental gains entering the new
year.  Stocks rose modestly in six of the first eight trading days of 2019, and Friday’s small decline snapped a five-day
string of positive days in a row.  
 
Major banks will begin reporting results this week as quarterly earnings season gets under way.  Economic and trade
uncertainties have recently caused analysts to scale back their profit estimates, and fourth-quarter earnings for
companies in the S&P 500 are now expected to rise about 12% compared with the same quarter a year ago.  Recent
market volatility has slowed issuance of corporate bonds, and new sales of high-yield bonds were halted altogether.  An
energy company’s sale of below-investment-grade debt on Thursday ended a 40-day period in which no high-yield bonds
were issued in the U.S. market.  It was the longest such drought since 1995. 
 

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 Model Signals  

Redhawk Live Update - Click Here
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S&P Portfolios: Replaced the Ultrashort-term Bond sub-category (MINT) with the Short-term Bond sub-category (SPSB)
due to under-performance and scoring below a 70.  Replaced the Long-Government sub-category (TLH) with the
Intermediate Government sub-category (SCHR) due to performance.

 
S&P Portfolio Bubble Reports as of 12/31/2018 
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Environmental, Social, and Governance Portfolio:  Replaced the Large Value sub-category (PKAIX) with the Large
Blend sub-category (PRILX) due to under-performance and scoring below 70.
 
 

Portfolio Bubble Reports as of 12/31/2018 
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Growth Stock Portfolio:  Replaced the Long-Government sub-category (TLH) with the Intermediate Government sub-
category (SCHR) due to performance.   
 
High Dividend Stock Portfolio: Replaced the Long-Government sub-category (TLH) with the Intermediate Government
sub-category (SCHR) due to performance.   
 
High Income Portfolios:  Replaced the Long-Government sub-category (TLH) with the Intermediate Government sub-
category (SCHR) due to performance.  Replaced the Emerging Markets Local Currency Bond (EIDOX) with (EMLIX) due
to under-performance and scoring below 70.

 
High Income Portfolio Bubble Reports as of 12/31/2018     
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Liquid Income Portfolios:  Replaced the Ultrashort-term Bond sub-category (MINT) with the Short-term Bond sub-
category (SPSB) due to under-performance and scoring below a 70.  Replaced the Long-Government sub-category
(TLH) with the Intermediate Government sub-category (SCHR) due to performance. 
 

Liquid Income Portfolio Bubble Reports as of 12/31/2018 
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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. Producer Price Index, U.S. Bureau of Labor Statistics.  

Subscribe Past Issues RSSTranslate

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:;


Wednesday:

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. Housing Market Index, National Association of Home Builders.     

Thursday:

1. Housing starts, U.S. Census Bureau.

Friday:

1. Industrial production and capacity utilization, U.S. Federal Reserve.
2. University of Michigan Index of Consumer Sentiment, preliminary result.

The algorithms have been in the “Risk Off” defensive position since 12/19/2018.  The stochastic models in place have concluded that
precious metals, utilities, and consumer staples are the non-correlated asset classes to invest for this defensive period.  We will continue to
gather relevant data points on the market while in this risk off period.     
 

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
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
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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. 
 

Copyright © 2019 Redhawk Wealth Advisors, Inc., All rights reserved. 
 
 

Want to change how you receive these emails? 
You can update your preferences or unsubscribe from this list 
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