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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, U.S. equities finished higher for the fourth straight week, with emerging markets outperforming. Downside
volatility remains subdued as the S&P 500 hasn't experienced a decline of 1% or more for the last 20 trading days.
Since the December bottom, we think the key factors supporting stocks continue to be 1) signs of a positive trade
resolution with China, 2) the Fed's pause and its willingness to be patient while assessing economic conditions before
hiking rates, and 3) a better-than-expected fourth-quarter earnings season. Both upside and downside volatility will likely
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increase as the year progresses and that is why it's important to own an appropriate mix of stocks and bonds for your

goals and risk tolerance.

What Does a V-Shaped Market Foretell?

The stock market finished the week higher, the ninth straight weekly gain, with a balance of incoming news and
information that has been in the spotlight for the past several months (tariffs, interest rates, economic readings). A
broader view reveals a v-shaped market, with the first portion created by the steep decline in equities in November and

December and the second half formed from the rally over the past two months. Trade, the Fed, and the health of the

economy are likely to remain the main drivers and there are reasons to remain optimistic, but the path of future market
gains will likely include more w's versus the more one-directional halves of the recent V.
What's shaped the V? There are two sides to the recent market story. The late-2018 market decline which was

spurred by growing concerns of an impending U.S. recession, worries over additional Fed rate hikes, slowing
global growth, and a collection of political uncertainties that sent stocks down more than 15% in the month leading
up to Christmas (and down 19.8% from the September highs). Conversely, the rebound has been supported by
evidence (most notably additional data supporting the health of the labor market) that the U.S. economy is still on
sound footing, by better-than-expected earnings results from U.S. companies, by the Fed's shift to a more patient
approach toward future rate hikes, and by some signs of progress in U.S.-China tariff negotiations.
Positive sign, or too far, too fast? The U.S. stock market is up more than 18% over the past two months.

Annualizing that performance would produce a market return of 190% for the year. We all know that the market
won't maintain this pace, which highlights the impressive strength of the recent rally. The table below shows similar
market periods over the last 20 years in which stocks dropped and recovered in a short time span. This is not a
guarantee of future gains; however, most of the time the market did go on to post positive returns in the following
two years, suggesting that sharp rallies don’t mean that the market run is over.

Source: Bloomberg, total return of the S&P 500 Index.

What comes next? It's not too much of a stretch to expect a W shaped market ahead since market moves aren’t

uniform. In other words, after the market's sell-off in December and steady rally to start 2019, don't expect future
market gains to come in such a straight-line fashion. This week the market will likely take its cues from a full slate
of economic reports as well as ongoing political uncertainties and headlines, including President Trump's
scheduled meeting with North Korea's Kim Jong-Un. Additionally, housing data, the fourth-quarter U.S. GDP
report, and a host of S&P 500 earnings announcements scheduled this week will offer a fresh look at the
fundamental landscape.

Source: Bloomberg, 02/22/19. Bonds represented by the iShares Core U.S. Aggregate Bond ETF. Past performance does not guarantee future results.
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he stock and bond market rallies continued into mid-February as expectations for a solution to the tariff wars seemed
to be on the horizon. Not only have investors witnessed an unexpected surge in stock prices (the S&P 500 rose 11.4%
and the Russell 2000 (small cap) index rose 17.9% through February 22nd), but also bond funds rallied. The WSJ reports
that the gain puts the market on track for the best first quarter performance in three decades. Even more encouraging is
that the leading sector is the Industrials with a gain of 18%! The “recession is right around the corner” scenario appears
to have fallen on hard times as high yield bonds continued to be stellar performers, an asset class that usually takes a
beating prior to a recession. This unusual partnership for good times for both bonds and stocks seem to be tied to a
“patient” attitude adopted by the Fed and an economy that continues to expand without signs of strain. The latest fade in
inflation statistics might be tied to the abrupt fourth quarter collapse in oil prices that have since rallied up to the $55 per
barrel level. With temporary weakness in retail sales, home sales and auto sales, the Fed will be hard pressed to justify
any increases in the fed funds rate.
As February comes to a close, Wall Street analysts are beginning to update their earnings forecasts for 2020 (Don’t
forget that 2019 is the last year of the first decade of this century. For the record, the annualized growth rate for stocks
over this decade is about 9.5%). To our surprise, most earnings updates continue to reflect a strong picture for growth
stocks in 2020. Remember that the “Roaring Twenties” began in 1920! If we go back to the bull market of the 1920s,
there were tax rate cuts and the productivity expansion associated with the industrial revolution. What ended the bull
market in the Roaring Twenties was a combination of speculation, tax rate increases and a global trade war. Maybe the
Roaring Twenties II will be characterized by global tariff reductions, global tax rate cuts to keep the economy in growth
mode and the ever-accelerating post-industrial revolution that makes measuring true productivity gains nearly
impossible. One component that is not present in this increasingly long bull market is the unbridled speculation that
characterized the late ‘20s stock market run. What we see today is investors selling stocks and buying bonds. Money is
still on the sideline after the Margin Meltdown in December, where deleveraging hedge funds and tax-loss sales
contributed to one of the worst month’s in S&P 500 history. Many investors remain apprehensive and no one is excited
about making money in the stock market. Well, almost no one.
For the week ending February 22nd, we maintained our fully invested position in the Growth Equity portfolio and retained
our heavy weighting in equities across our Target Return portfolios. We did not make any changes during the past week.

Redhawk's Strategy Update

Entering the final week of February, the S&P 500 was on pace to record its biggest early-year advance in nearly three

decades. The last time the index climbed more than 10% over January and February was in 1991. This year’s gains
have been broad and as of Thursday, 90% of S&P 500 stocks were trading above their 50-day moving averages. The
major stock indexes posted small weekly gains of less than 1%, extending their recent run of steady progress. For the
DOW and NASDAQ, the string of consecutive weekly gains now stands at nine and for the S&P 500, the streak is four.

Each index has risen at least 11% year to date. Minutes from the Fed’s late January meeting showed that members
appeared to agree on the need this year to stop reducing the size of the Fed’s bond portfolio. Such a move would be a
further sign that the Fed remains intent on shifting from a policy of monetary tightening to a neutral stance.

Stock market volatility is down sharply year to date. The CBOE Volatility Index, which measures investors’ expectations
of short-term market turbulence, was down about 46% as of Friday. Compared with December 24, when volatility
recently peaked, the VIX is down more than 60%. The bond market is going through a quiet stretch, as yields of
government bonds have remained unusually stable after rising in 2018. So far this year, the yield of the 10-year U.S.
Treasury bond has stayed within a narrow range of 2.56% to 2.79%. The price of U.S. crude oil climbed above $57 per
barrel on Friday to its highest level in more than three months. Price gains were supported by growing optimism over
prospects for a U.S.-China trade deal and a decline in oil supplies among countries in the OPEC consortium.

Redhawk Live Update - Click Here

Redhawk Model Signals

S&P Portfolios: Placed the Technology sub-category (VGT) on the watch list due to improved performance in other
sector based sub-categories. Kept the Diversified Emerging Markets sub-category (SPEM) on the watch list due to
under-performance.

S&P Portfolio Bubble Reports as of 1/31/2019

Environmental, Social, and Governance Portfolio: Removed the Large Value sub-category (VHDYX) from the watch
list due to improved performance. Kept the Mid-Cap Value sub-category (PMVYX) on the watch list due to lagging
performance.
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Portfolio Bubble Reports as of 1/31/2019

Growth Stock Portfolio: No changes.

High Dividend Stock Portfolio: Purchased Enterprise Products Partners L.P. (EPD), EnLink Midstream, LLC (ENLC),
Cheniere Energy Partners, L.P. (CQP), Itau Unibanco Holding S.A. (ITUB), Altria Group, Inc. (MO). There remains 2%
available in cash.

High Income Portfolios: No changes.

High Income Portfolio Bubble Reports as of 1/31/2019

Liquid Income Portfolios: No changes.

Liquid Income Portfolio Bubble Reports as of 1/31/2019

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 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. Wholesale inventories, U.S. Census Bureau.

Tuesday:
1. S&P/Case-Shiller 20-City Composite Home Price Index.
2. Housing starts, U.S. Census Bureau.
3. Consumer Confidence Index, The Conference Board.

Wednesday:
1. Factory orders, U.S. Census Bureau.
2. Durable goods orders, U.S. Census Bureau.
3. Pending home sales, National Association of Realtors.

Thursday:
1. Fourth-quarter GDP, initial estimate, U.S. Bureau of Economic Analysis.

Friday:
1. University of Michigan Index of Consumer Sentiment.
2. Personal income and consumer spending, U.S. Bureau of Economic Analysis.
3. Institute for Supply Management’s manufacturing index.
4. Construction spending, U.S. Census Bureau.

The algorithms, for the growth portfolios, tripped to “Risk On” after the market closed on Thursday 1/31/2019. The “Risk
On” algorithm tripped because the VIX has gradually settled down over the last several weeks. As a result, all defensive
equity positions were liquidated and were invested in the best performing categories (see below for more details). We
will continue to gather relevant data points on the market and monitor the portfolios daily and communicate when we
make any changes.

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 longterm 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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