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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. stocks finished lower, with the S&P 500 declining for five straight sessions, but still up 9.1% for the
year. In response to slowing global growth, several world central banks are easing their stances towards rate hikes or
taking new measures to boost their economies. The European Central Bank will hold rates steady through the end of
2019, on top of providing additional funding to banks. The Bank of Canada realized they underestimated the
slowdown and will also be patient with rate hikes. Also, the Chinese government announced plans to cut taxes,
increase loans to small businesses, and boost infrastructure investment to support growth. As a result of these actions
the U.S. dollar strengthened against other currencies, presenting a headwind for the domestic market. Equity markets
will likely be more difficult for the balance of the year than it has been for the first two months of 2019.

What affects the stock market can be narrowed down to earnings, the economy, and monetary policy. Investors have

always looked at earnings results to get a pulse from the corporate sector about the health of the economy and clues
for the future. So, while earnings are always important, this most recent quarter's results may have helped shine
additional light on the question of whether the fourthquarter market selloff was justified. Corporate results and
guidance helped put to rest concerns of a looming downturn. For the first month of this earnings season, the S&P 500
rose 6%, the strongest fourweek performance during fourthquarter earnings since 1998.
Results vs. expectations  With the calendar fourthquarter earnings season largely over, 69% of the S&P 500

companies have reported a positive earnings surprise.

This slightly trails the 72% historical average of

companies beating consensus earnings estimates in a given quarter since 1997.

Despite the lower total

percentage of positive earnings surprises, investors rewarded those companies that surprised, more so than
they have historically, and punished less the companies that missed.

For example, those companies that

missed earnings expectations declined 0.8% in aggregate, compared with the fiveyear average decline of
2.6%. This indicates that results ended up being better than expected or, at least, not as bad as feared. For
perspective, it is worth highlighting that the fourthquarter earnings growth rate for the S&P 500 ended up
around 13%, which marks the fifth straight quarter of doubledigit earnings growth for the index.

The last time

this happened was back in 2010  2011 when the stock market was in the early stages of its expansion coming
out of the financial crisis.
Cyclical sectors humming along  Sectors like industrials, financials, and consumer discretionary provide a

good read of economic conditions because they are more sensitive to changes in customer demand and
economic growth. The signal from quarterly earnings and company guidance is that demand hasn't slowed
dramatically, which was what the market feared back in December.

Within financials, banks reported an

acceleration in loan growth given solid consumer and business confidence. At the same time a strong labor

market has kept loan delinquencies and credit losses near cyclical lows, a sign that the 14% pullback the sector
experienced in the fourth quarter was overdone. Consumer spending is a much broader indicator that the
consumer is still in a healthy position, growing 4.6% in the fourth quarter of 2018.
However, the earnings season was not without weaknesses as wage inflation, higher steel costs from tariffs, and
higher transportation costs all continue to be headwinds. The pace of these cost increases has slowed from its
peak, and companies are implementing price increases to defend profitability. Other pockets of weakness can
be found in interestratesensitive sectors such as housing and autos.
Looking ahead  For the first quarter of 2019, analysts are projecting a decline in earnings of 3.2% and for full

year 2019 earnings growth of 4.1%. This would be the first quarterly earnings decline since 2016 and the
slowest yearly earnings growth in three years. Looking back at 2018, earnings soared 20%, driven by the tax
reform and federal stimulus. Yet the stock market didn't give any credit to the 20% earnings growth, with the
S&P 500 declining 4.4% instead of rising, as one would expect. As a result, investors will look through the
belowaverage growth rates for 2019 and focus on a very robust twoyear average earnings growth of 12%
(averaging 2018 and 2019).
There are also reasons to believe that company guidance for the first quarter could prove to be conservative,
resulting in upward revisions later in the year.

Management teams may have formulated their guidance

assuming higher tariffs taking place after March 1, a government shutdown, and higher interest rates. Since
then, trade tensions have eased, the March 1 deadline has been postponed, the government has reopened,
and the Federal Reserve hit the brakes, pausing rate hikes.

Source: Bloomberg, 03/08/19. Bonds represented by the iShares Core U.S. Aggregate Bond ETF. Past performance does not guarantee future results.

Victoria Capital's Strategy Update

The first two months of 2019 produced sizeable stock market gains that offset the declines experienced during the

fourth quarter of 2018. The rally faded in the first week in March due to a combination of profit taking, signs of
economic weakness and the prospect of unsuccessful negotiations with North Korea and China. Just a little dose of
bad economic news sends the policymakers into a frenzy. As an example, foreign central banks are extending their
commitment to easy money due to economic sluggishness in Europe and China while the Fed is backing off on any
plan to raise interest rates this year.
Let’s not get too caught up in another freeforall over the health of the economy. The polar vortex and related cold
weather across the nation’s midsection, the temporary government shut down and the emergence of some weird
political policies all contributed to a temporary interruption in the ongoing bull market. Saturday, March 8th marked the
363rd day since the S&P 500 bull market advance began in the wake of the financial crisis. The 305% rise since the
March 2009 lows ranks as the index’s third biggest ever. The bull is alive and well!
When looking at stock market volatility, an analogy can be drawn with a classic cappuccino: the frothy top of the drink
can blow off with the slightest wind while the body of the coffee remains stable. Similarly, the stock market is affected
by daily traders who pull the market one way or the other depending on the slightest change in the economy or market
while investors remain committed to the longterm returns of a bull market advance.
The important fact is that corporate America is solid, delivering rising revenues and earnings growth. Earnings are
expected to grow in the low doubledigits this year and high singledigits next year. This wealth is being partly used to
buy back shares effectively shrinking the size of shares outstanding and these buybacks will continue to shrink the size
of the stock market at a time when analysts are telling us that there is a mountain of cash on the sidelines looking for
buying opportunities. After the December dive last year, the “smart money” decided the bear should go into
hibernation when the DJIA surged a record 1,084 points the day after Christmas. We are just waiting to see what the
“smart money” is going to do after a normal correction of 58% in early March. The timing and size of the rally will give
us some idea about the sustainability of the ongoing bull market.
Last week, we sold stocks that violated our selling disciplines and held cash in the Growth Equity portfolio. We continue
to see an increase in investment opportunities and have added several securities to our Approved List for purchase
when appropriate. We made no changes to the Target Return portfolios last week.

Redhawk's Strategy Update

Major stock indexes fell around 2%, sustaining their biggest losses since December, and the NASDAQ saw its 10

week winning streak snapped. While there were no big selloffs, stocks fell for 5 days in a row heading into Saturday’s
10th anniversary of the bull market. U.S. jobs growth dropped to the slowest monthly pace in about a year and a half.
The economy generated just 20,000 jobs in February, far short of most economists’ expectations and January’s
311,000 figure. However, the unemployment rate slipped to 3.8% and wage growth accelerated.
Although there were no signs of any breakdown in the ongoing U.S.China trade talks, the U.S. ambassador to China
said on Friday that negotiators weren’t ready to set a date for a summit between both countries’ presidents to try to
resolve the dispute. The ambassador said negotiators still have work to do to narrow the gap between their positions.
The U.S. trade deficit has grown to the largest level since 2008. Last year’s 12% growth rate for the nation’s trade
deficit was fueled in part by record trade gaps with China and Mexico. U.S. stock buybacks have broken a record for
the fourth quarter in a row. Companies in the S&P 500 reported nearly $215 billion in share repurchases in last year’s
fourth quarter, topping the prior record of $204 billion set in the third quarter of 2018, according to S&P Dow Jones
Indices.
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Redhawk Model Signals

S&P and Dynamic Portfolios: Replaced the Large Growth subcategory (SPYG) with the Utilities subcategory (PUI)
due to underperformance. Replaced the ShortTerm Bond subcategory (BSCJ) with (SPLG) due to performance.
Took the Technology subcategory (VGT) off the watch list due to improved performance. Kept the Diversified
Emerging Markets subcategory (SPEM) on the watch list due to underperformance.

S&P and Dynamic Portfolio Bubble Reports as of 2/28/2019

Environmental, Social, and Governance Portfolio: No changes.

Portfolio Bubble Reports as of 2/28/2019

Growth Stock Portfolio: Replaced Halliburton Company (HAL) with PepsiCo (PEP) and replaced Diamondback
Energy, Inc. (FANG) with TwentyFirst Century Fox, Inc. (FOXA).

High Dividend Stock Portfolio: Replaced MPLX LP (MPLX) with Tenaris S.A. (TS), replaced AmeriGas Partners,
L.P. (APU) with People’s United Financial, Inc. (PBCT), and replaced DCP Midstream, LP (DCP) with Moelis &
Company (MC).

High Income Portfolios: Replaced the Intermediateterm Bond subcategory (DBLTX) with the High Yield sub
category (HYG) due to performance. Replaced the Emerging Market Bond subcategory (ESFIX) with (EMHY) due to
underperformance. Replaced the World Bond subcategory (RIGS) with the Preferred Stock subcategory (PSK) due
to lagging performance. Replaced the Emerging Market Bond subcategory (CEMB) with the Corporate Bond sub
category (IGIB) due to performance. Replaced the Long Government subcategory (SCHR) with the Corporate Bond
subcategory (BSCP) due to underperformance.

High Income Portfolio Bubble Reports as of 2/28/2019

Liquid Income Portfolios: Replaced the ShortTerm Bond subcategory (BSCJ) with (SPLG) due to performance.
Replaced the Long Government subcategory (SCHR) with the Corporate Bond subcategory (BSCP) due to under
performance. Replaced the Muni National Long subcategory (LMCIX) with the High Yield Muni subcategory
(NHMRX) due to underperformance.

Liquid Income Portfolio Bubble Reports as of 2/28/2019

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 longterm 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. Retail sales, U.S. Census Bureau.
2. Business inventories, U.S. Census Bureau.

Tuesday:

1. Consumer Price Index, U.S. Bureau of Labor Statistics.

Wednesday:
1. Producer Price Index, U.S. Bureau of Labor Statistics.
2. Construction spending, U.S. Census Bureau.
3. Durable goods, U.S. Census Bureau.

Thursday:
1. Export and import prices, U.S. Bureau of Labor Statistics.
2. New home sales, U.S. Census Bureau.

Friday:
1. Job Openings and Labor Turnover Survey, U.S. Bureau of Labor Statistics.
2. Industrial production and capacity utilization, U.S. Federal Reserve.
3. University of Michigan Index of Consumer Sentiment, preliminary result.

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 settled down. 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

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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