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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 flat while international stocks underperformed on worries of a European slowdown. The
European Commission cut its forecasts for Eurozone economic growth to 1.3% from 1.9% in 2019 because of trade
tensions and domestic challenges. While not surprising, the downgraded outlook confirms the softness in the region's
economy. News that President Trump will not be meeting with China’s President Xi before the March 1 deadline, when
tariff increases are scheduled, rattled the markets. Negotiations are still ongoing and both sides seem willing to reach a
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trade deal. As a result of the ongoing global growth concerns, the U.S. dollar rose, and crude oil fell. On the corporate

front, with two-thirds of the S&P 500 companies having already reported earnings, approximately 72% of them have
beaten earnings per share expectations, which is better than anticipated and in line with the historical averages. We
continue to expect elevated volatility stemming from trade negotiations and global concerns, but we believe lower
valuations and slowing but still-solid economic fundamentals can support rising stock prices.

It was an up-and-down week for the market. Early gains led by encouraging corporate earnings announcements and the

Fed's more patient approach to further rate hikes were negated by renewed concerns over trade and global growth. The

market has now risen in all but one week this year, as U.S. stocks have staged an impressive rally to start 2019. Stocks

rose an impressive 7.9% in January alone, rebounding to within 8% of their all-time highs. In order to have a successful
strategy to reach your financial goals, it’s important to have a long-term disciplined approach instead of focusing on short
term moves of the market.
A Great Start – After a rough finish to 2018 in which the stock market dropped more than 19% from September to

December, the market came roaring out of the gates to start this year. Stocks are now up more than 14% since
Christmas, thanks to a historic January in which the S&P 500 rose 7.9%. This was the fourth-best January in the
last 75 years and the 30th-best month overall during that period (900 months). In fact, this January was the sixthstrongest month during this current 10-year bull market.
Can the Market Sustain - One month a market does not make, but the strong start to the year is encouraging,

particularly given the pullback last year. Does a January gain tell us anything about the road ahead? In 64% of all
the years since 1944, the market posted a January gain. During that same time period, when the market rose in
January 92% of the time it's gone on to a gain for the year. This suggests that January gains are a positive signal
for the year ahead. That said, there have been four years in which the market rose in January but did not go on to
a gain for the year (1946, 1966, 2001 and 2018). Additionally, a sizable January head start does not guarantee
success. In January of 1946 the market rose 7% and January 2018 5.6%, but did not go on to a gain for the year.
In our view, it will be trends in GDP, earnings, and central bank policy that drive market performance in 2019.

Source: Bloomberg, 02/08/19.*5-day performance ending Thursday. Bonds represented by the iShares Core U.S. Aggregate Bond ETF. Past performance does not

guarantee future results

Victoria Capital's Strategy Update

Each Sunday, we are challenged by the multiple-choice quiz in the Review section of the Weekend Wall Street Journal.

One of the questions yesterday read as follows: “Investors pulled a record $25 billion from which investments in
January?” The choices were: 1) U.S. stock exchange-traded funds, 2) Treasury bond mutual funds, 3) Cryptocurrencies
and 4) Beanie Babies. The answer was obvious…to Diane: U.S. stock exchange-traded funds. Tom struggled with the
answer because he couldn’t resolve the disparity between the selling statistic with the fact that January experienced an
8% gain in the S&P 500 -- a return that ranks in the top 4% of monthly returns over the past 30 years! Were individual
investors scared by the 9% drop in December of last year and happy to get out of the market as they were getting back
to breakeven? If you had a two-month time horizon, (December and January), then you almost broke even. In fact, the
average two-month return for the S&P 500 since 1970 is 1.86% and the two-month period ending in January was

-1.74%, not too scary if you hibernated during December. One key takeaway from this divergence is that euphoria is not
yet a characteristic of this long-term bull market in stocks. According to Sir John Templeton: “Bull markets are born on
pessimism, grow on skepticism, mature on optimism and die on euphoria.”

But what happened in the fourth quarter of 2018? Joseph Sullivan, chairman and chief executive of Legg Mason recently
revealed the following: $313 billion left active U.S. mutual funds during the fourth quarter. He called it the biggest
quarterly net outflow ever as measured by dollars! Where did all that money go? What will it take to attract that money
back? If this cash stays on the sidelines, what does that say about being able to achieve enough savings for retirement?
Were advisors doing their job during this interlude?
Explanations abound for this surprising turn of events early this year. The leading reason for the change was a new
“patient” attitude by the Federal Reserve in its plan to gradually raise interest rates. The collapse in oil prices late last
year almost guaranteed that the surge of inflation during the first part of 2018 would be offset this year by the decline in
prices resulting in a lower rate of inflation -- back below the Fed’s bellwether 2% ceiling. With no inflation, ebullient
employment and modestly rising wages the Fed would be hard pressed to explain a continuation of a tight money policy.
Maybe it was the Fed, but can you explain the following?
Through February 8th, every developed and emerging market stock index tracked by MSCI (Morgan Stanley Capital
International) is in positive territory for the year except for India that is down 1%. If the world is about to end according to
the doom and gloom media and economic forecasters ratcheting down numbers for global growth, why aren’t stock
markets plummeting? Didn’t someone say that stock markets are a good leading indicator of the economy? Stay Tuned!
There were no changes made to the Growth Equity or Target Return portfolios last week.

Redhawk's Strategy Update

Stocks posted solid gains on Monday and Tuesday last week before pulling back on Thursday, leaving the S&P 500

and the Dow with tiny weekly gains. For the Dow, it was the seventh positive week in a row. The NASDAQ modestly
outperformed the other major indexes for the week and at one point came close to entering a new bull market. At
midweek, the index was up about 19% from a recent low reached in late December, when it entered a bear market. A
rise of 20% from that recent low would put the NASDAQ back into bull territory. While most companies in the S&P 500
have been reporting increases in fourth-quarter earnings, they’ve been issuing more cautious forecasts of the firstquarter numbers they’ll be reporting starting in April. Overall earnings are expected to decline 1.9% from the same
quarter a year earlier. It would be the first such quarterly decline in nearly three years.
Concerns about the economic outlook in Europe mounted on Thursday as Germany and Spain reported unexpected
monthly declines in industrial production and the European Commission cut its 2019 growth forecast for the eurozone.

The data weighed on global equities, and the Dow posted its steepest daily decline in two weeks. Hopes for a quick
resolution of the U.S.-China trade dispute faded somewhat, sending stocks lower, as the White House said on Thursday
that it was “highly unlikely” that President Trump and Chinese President Xi Jinping will meet in advance of a March 1
deadline. That’s when a temporary truce will expire, and the United States could impose steeper tariffs on Chinese
goods. Congressional negotiators worked with the White House in hopes of reaching an agreement to avoid another
partial shutdown and continue funding the government beyond Friday, February 15. While negotiators reported some
progress, sticking points could emerge over border security, creating the potential for heightened market volatility leading
up to the deadline.

Redhawk Live Update - Click Here

Redhawk Model Signals

S&P Portfolios: No changes.

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

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

Portfolio Bubble Reports as of 1/31/2019

Growth Stock Portfolio: Purchased Canadian National Railway Company (CNI), UnitedHealth Group Incorporated
(UNH), Microsoft Corporation (MSFT), and Alphabet Inc. (GOOGL). There is still 18.5% available in cash that will be
used to purchase stocks.

High Dividend Stock Portfolio: Purchased Spirit Realty Capital, Inc. (SRC). There is still 42.5% available in cash that
will be used to purchase stocks.

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. No major reports scheduled.

Tuesday:
1. Job Openings and Labor Turnover Survey, U.S. Bureau of Labor Statistics.

Wednesday:
1. Consumer Price Index, U.S. Bureau of Labor Statistics.
2. Federal budget, U.S. Department of the Treasury.

Thursday:
1. Retail sales, U.S. Census Bureau.
2. Business inventories, U.S. Census Bureau.
3. Producer Price Index, U.S. Bureau of Labor Statistics.

Friday:
1. Industrial production and capacity utilization, U.S. Federal Reserve.
2. 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 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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