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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

Stocks rose last week for the fourth consecutive week, the longest stretch since August of 2018.  The focus shifted to

corporate earnings, with several high-profile banks reporting quarterly earnings.  Altogether, earnings were better than

feared, and more importantly, commentary from management teams about the outlook was positive.  As a result, the

financial services sector outperformed the broader market, finishing 6% higher.  Outside the U.S., news was more mixed.

 Markets reacted positively to Chinese efforts to stimulate the local economy and reports that China is willing to take

Redhawk Live!
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steps to reduce its trade surplus with the U.S. in order to achieve a trade deal.  In Europe, the Brexit drama continued,

and the U.K. Parliament rejected the Prime Minister's deal to leave the European Union and Theresa May survived the

vote of no confidence.  What happens next is uncertain, but investors are increasingly speculating about a second

referendum, or an extension of the Brexit deadline.  Summing up, the S&P 500 has now quickly recovered more than half

of its losses since September's peak.  Because of the sharpness of the market’s snap back, the market may now be

overbought and the path from here could be rockier than it's been the last four weeks.  

So, what’s in store for 2019?  
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Economic Outlook

We expect the pace of economic growth to slow in 2019 due to the waning effects of the tax cuts, which boosted

GDP growth last year and the slowdown in interest-rate sensitive sectors like housing and autos.  In our view, a

recession in late 2019 or early 2020 is possible given the synchronized global slow down. 
 
The U.S. unemployment rate continues to hover near a 50-year low, and it’s expected to move slightly lower this

year due to continued job growth.   Historically, the unemployment rate increased an average of nearly 0.5%

before a recession began.  Wage growth and lower gasoline prices should also add to consumer continued

consumer spending through the first half of 2019. 
 
The international markets will experience slower growth this year.  While the Fed is increasing interest rates,

foreign rates remain low, and monetary policies are still boosting growth in Europe and Japan.  Additionally, low

unemployment rates and rising profit margins are likely to slightly improve earnings growth internationally, in

contrast to decelerating S&P 500 earnings. China is also ramping up stimulus to soften its slowdown. 
 
Trade is an important part of global growth, and uncertainty surrounding trade negotiations was a key source of

market volatility in 2018. The U.S. entered 2019 with some progress to the trade conflicts, including a proposed

trade agreement with Canada and Mexico as well as progress in trade talks with China. 
 
International markets and economic conditions appear to be earlier I the economic cycle than the U.S., and equity

valuations are more attractive, supporting an above-average allocation to international equity investments.

Late last year stocks became very volatile as investors reacted to a slew of concerns, including increasing interest rates,

slower global growth, and trade tensions.  These worries won’t disappear in 2019 and increased volatility will continue. 

However, stocks have bounced back sharply from their lows and re-energized the bull market, rising 13.5% in the first

three weeks of the year.   
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Source: Bloomberg, 01/18/19. Bonds represented by the iShares Core U.S. Aggregate Bond ETF. Past performance does not guarantee future results.

Victoria Capital's Strategy Update 
 

The surprising stock market rally that began the day after Christmas continues to gather adherents as economic data
continue to suggest a growing economy. Even though professional investment analysts have been lowering growth
expectations for corporate earnings, early reports indicate that surprises continue to be generally on the upside. After all,
we have had six consecutive quarters of double-digit earnings growth and the last three quarters were more than 20%—
a rate that is difficult to maintain. There remains a cadre of naysayers who are forecasting an economic and stock market
collapse right around the corner. While anything is possible, we tend to believe that bad news sells, and stocks continue
to climb the “Wall of Worry”. The underlying fundamentals of the U.S. economy remain intact as do those for the stock
market. The former is supported by continued low interest rates, record low unemployment, real wage gains without
pressure on inflation, low yield spreads, a strong-but-not-too-strong dollar and favorable fiscal policy. Mr. Market is
supported by favorable valuations after the fourth quarter sell-off, a positive risk-reward scenario relative to bonds, under
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representation in both retail and institutional portfolios and ample liquidity. As we have stated before, market weakness in
the fourth quarter- and especially in December- may have been caused by some combination of forced liquidation of
hedge funds that, in turn, triggered further selling by algorithms and computer trading. So, if selling begets selling, where
can support for financial markets come from when the only problem is the market itself? 
 
The greatest source of support comes from the Federal Reserve! Many argue that the Fed controls interest rates and
thereby the direction of the economy. Unfortunately, this relationship cannot be proven. What has been proven is that the
Fed serves as the lender of last resort providing a safety net to financial markets. Witness the day after Black Monday in
1987 when trading in stocks was shutting down one by one on the exchange and many feared that a “collapse” was near.
Fortunately, the lender of last resort, the Fed, stepped in and bankrolled the specialists on the New York Stock Exchange
so that they could go on a buying spree to avoid a market meltdown. 
 
Maybe something similar happened on December 27th when the Dow Jones Industrial Average rose a record 1084
points supposedly due to a good employment report. Hardly. Perhaps the Fed thought an emergency was imminent and
wanted to stop further declines in the market. Some will say this Fed “put” (the Fed steps in anytime there is a selloff) is
imagined but we do know that the Fed bought trillions of dollars in mortgage-backed securities pools in 2008 and 2009 to
avoid a collapse in mortgage markets and the big brokerage firms and banks. Remember that the Federal Reserve has
an infinite checkbook since the U.S. operates on a fiat currency model. Any country that has its own currency has the
same model. Note that the Swiss central bank and the Japanese central bank both buy stocks either directly or through
ETFs. 
 
During the past week, we did not make any changes in the Target Return portfolios. However, we did sell selected
securities in the Equity Growth portfolio and are looking to deploy some cash into promising growth opportunities once
the dust clears.

Redhawk's Strategy Update
Last week stocks posted their biggest daily gain of the week on Friday amid signs of potential progress in the U.S. and
China trade dispute, including the possibility that China might commit to buy more U.S. goods.  China’s top trade
negotiator is scheduled to visit Washington on January 30 for two days of talks.  The partial government shutdown was
cited as one of the factors that’s fueled a decline in consumer confidence.  The University of Michigan reported on Friday
that its survey of consumer sentiment recorded a sharp monthly decline to the lowest level in more than two years.  
  
Although market volatility picked up in late 2018, major banks didn’t see an increase in trading revenue. The five largest
banks reported their combined revenue from trading operations in the fourth quarter fell 6% from a year earlier.  S&P
Dow Jones Indices is projecting that dividend payments this year by companies in the S&P 500 will grow 7% to 8%.  That
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would be down from the nearly 10% year-over-year growth rate in 2018, but it would mark the 10th year in a row in which
dividends have increased overall. 

Redhawk Model Signals  

Redhawk Live Update - Click Here
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S&P Portfolios: No changes.

 
S&P Portfolio Bubble Reports as of 12/31/2018 

 

 
Environmental, Social, and Governance Portfolio:  Placed the Large Value sub-category (VHDYX) and the Large-
Blend sub categories (ESG) (VFTSX) (PRILX) on the watch list due to under-performance.
 
 

Portfolio Bubble Reports as of 12/31/2018 
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Growth Stock Portfolio:  No changes. 
 
High Dividend Stock Portfolio: No changes. 
 
High Income Portfolios:  No changes.

 
High Income Portfolio Bubble Reports as of 12/31/2018     

 

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:;


      
  
 
Liquid Income Portfolios:  No changes. 
 

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. Martin Luther King Jr. Day, U.S. financial markets closed.

Tuesday:

1. Existing home sales, National Association of Realtors.    
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Wednesday:

1. No major reports scheduled.     

Thursday:

1. The Conference Board Leading Economic Index for the U.S.

Friday:

1. New home sales, U.S. Census Bureau.
2. Durable goods orders, U.S. Census Bureau.

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
applying a bottom-up defensive tactical trading discipline, substantial portfolio
reserves can be generated.
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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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