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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

U.S. stocks finished mixed for the week, taking a breather following the strong performance since the beginning of the

year. The International Monetary Fund (IMF) cut its 2019 and 2020 global growth forecasts, but that was hardly a

surprise given trade tensions, the China slowdown, and declining economy in Europe and Japan.  On Friday President

Trump announced a deal to temporarily reopen the government for three weeks, while negotiations for border security

continue. 
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After a weak start to the holiday-shortened week, stocks climbed their way back near the flat line, finishing last week just

barely to the downside, ending the market's win streak at four weeks.  While the damage of the December correction has

not been fully repaired, the market is still 9.2% below last year’s high, sentiment has swung back to a more balanced

position.  This has resulted in the 13.2% rise in the S&P 500 and 2,900-point gain in the Dow since December 24. 

  

There was a broad mix of news and data last week, some favorable and some disappointing, and we think this is how the

year will progress because this market is in the latter stage of expansion.  This means day-to-day volatility is likely to

continue.  Ongoing trade tensions and the extended government shutdown offered an opportunity for the market to revert

to panic mode, and yet stocks demonstrated some resiliency last week (even prior to the announcement of the temporary
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deal to fund the government). We'd attribute this to the fundamentals (the economy and corporate profits) garnering a

greater share of the spotlight more recently, reminding investors that the headline risks are only part of the investment

story.  

  

So, what’s the good and the bad so far?

The Good – Corporate earnings and employment have been the two bell weather trends that have provided broad

support for the stock market.  With the consumer accounting for 70% of GDP, the very healthy labor market

continues to set a solid foundation for the economy.  Initial jobless claims fell below 200,000 last week, the lowest

since 1969. This aligns with the unemployment rate near a 50-year low and wage growth tracking at the best

levels in more than a decade.  Economic momentum has tailed off a bit, but the strong labor market highlight that

we are not rapidly approaching a recession.  Economic growth, in turn, sets the stage for rising corporate earnings,

another powerful driver of market performance.  Nearly a quarter of the S&P 500 companies have now reported

results, with profits rising more than 13% in the recent quarter. Earnings estimates for 2019 have come down a bit,

but still forecast better than 6% profit growth this year.     
 
The Bad - Data out of China showed that the world’s second-largest economy grew by 6.6% for 2018, the slowest

year of growth since 1990.  This added to fears of a broader global economic slowdown that has contributed to the

recent market volatility.  Weaker growth in China also fanned the trade war fears, suggesting that the tariff tensions

between the U.S. and China are starting to take a deeper bite.  Global markets initially reacted negatively to the

news, but negotiations are scheduled to take place this week, offering the markets some potential for progress. 

We don't expect the trade war to be resolved quickly, but the recent economic data do offer some hope for

compromise.   Policymakers reached a deal on Friday to temporarily reopen the government for three weeks,

halting the longest-ever shutdown.  Congress had already passed a measure that will allow for back pay, meaning

that most of the impact on household consumption will be delayed rather than eliminated.  The good news is that

the largest portion of spending will likely still occur once backpay is received.  Looking at past shutdowns, GDP in

the coinciding quarter averaged 2.2% and GDP in the following two quarters averaged 3.4%. This is no assurance

that the U.S. economy will accelerate from here, but it does demonstrate that government shutdowns are not

catalysts for economic downturns.
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Source: Bloomberg, 01/25/19. Bonds represented by the iShares Core U.S. Aggregate Bond ETF. Past performance does not guarantee future results.

Victoria Capital's Strategy Update 
 

"What if everyone invested passively? Recently, this question was asked by a professional investment organization
intimating that there would be innumerable pricing problems associated with only one investment strategy. The question
seems to imply a crisis if there were a limited number of indices in which investors could passively invest (passive
investing is replicating the return characteristics of a published index by buying all or a sample of the securities in the
index). We know what would happen if there were only one stock to invest in; there would likely be unusual volatility in
the price of that stock due to the liquidity of just one security. 
  
As the world of indexing has expanded, professional investors have had to innovate to keep clients from fleeing to a
passive strategy. One way has been to create indices that follow different rules where the strategy is an alternative to just
one index. For example, the S&P 500 index consists of stocks weighted by market capitalization (the number of shares
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times the price of the stock). A competitive index using the same stocks could be equally weighted, offsetting the impact
of size. Then there are indices that are based on company characteristics as measured by revenues or profitability. Fixed
income index funds can also have different structures based on the index that the fund is designed to track. Companies
such as Dow Jones, MSCI, FTSE-Russell and Standard & Poor’s can demand payment for using or quoting the
performance or composition of their indices so there is money in creating indices. In mid-November of last year, the
Index Industry Association (IIA) announced that their survey revealed that there are 3.727 million indexes globally, an
increase of approximately 438,000 indexes since the survey was first conducted in June 2017 -- a 12% rise in one year!
They estimate that these indexes represent approximately 98 percent of all indexes globally available. 
As investors evaluate their portfolio, they will find that they own more indexes, as witnessed by the flow of funds into
index-related products—more specifically the proliferation of exchange-traded funds (ETFs). By packaging slices of the
market into tradeable vehicles, ETFs have become the go-to instrument for professionals seeking instant, liquid exposure
to markets around the world. Mom-and-pop savers, meanwhile, have an inexpensive, transparent way to buy companies
for the long haul. Investment in these vehicles have grown to more than $6 trillion up from less than $700 billion before
the financial crisis in 2008. Moreover, last year’s record $315 billion inflow is second to only the $476 billion inflow in
2017. 
  
The VCM Target Return portfolios consist of a specific blend of indexed ETFs, so we have an interest in the answers to
the question: “What if everyone invested passively?” Our approach involves selecting index ETFs to achieve a target
return for the asset class and then weighting each portfolio based on our outlook for that segment of the market. By
combining various index funds with different performance characteristics, we have been able to achieve long-term target
returns while reducing the probability of loss over time. 
  
There were no changes made to the Target Return portfolios last week. We added three new stocks to our Growth Equity
portfolio.

Redhawk's Strategy Update
Despite making some sharp daily moves, the major U.S. stock indexes changed little overall in a holiday-shortened
week.  The lack of movement was a departure from its recent pattern of steady gains, which had produced four weeks in
a row of positive results.  Chinese Vice Premier Liu He is scheduled to visit Washington on Wednesday for high-level
trade talks amid growing uncertainty about prospects for a comprehensive deal between the United States and China. 
  
China’s government reported that the nation’s growth slipped to an annual rate of 6.4% during the final three months of
2018, matching most expectations.  For the year overall, GDP growth was 6.6%, China’s slowest annual rate since
1990.  President Trump and congressional leaders on Friday announced a tentative deal to reopen the government for
three weeks while they continue discussing border security issues. The agreement comes as federal agencies look
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ahead to a busy week of economic releases, including the government’s initial estimate of fourth-quarter GDP growth,
which is due on Wednesday, and a monthly employment report, due on Friday.

Redhawk Model Signals  
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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     
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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. No major reports scheduled.

Tuesday:

1. U.S. Federal Reserve Board opens two-day policy meeting.
2. S&P/Case-Shiller 20-City Composite Home Price Index.
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3. Consumer Confidence Index, The Conference Board.    

Wednesday:

1. U.S. Federal Reserve Board concludes two-day policy meeting, Chairman Jerome Powell holds press conference.
2. Fourth-quarter GDP, initial estimate, U.S. Bureau of Economic Analysis.
3. ADP National Employment Report, ADP.
4. Pending home sales, National Association of Realtors.     

Thursday:

1. Personal income and consumer spending, U.S. Bureau of Economic Analysis.

Friday:

1. Jobs and unemployment, U.S. Bureau of Labor Statistics.
2. Institute for Supply Management’s manufacturing index.
3. Construction spending, U.S. Census Bureau.
4. University of Michigan Index of Consumer Sentiment.

Our 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.  On Friday, the second trigger in moving to a “risk on” position as the VIX settled down from a high of
36 to 17.  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-
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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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