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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

Last week, improving economic data, supportive global central-bank policies, and optimism around trade all led stocks

to advance near record highs.  China announced that it would exempt some U.S. products from tariffs, and the U.S.

responded with delaying the increase in some of the tariffs scheduled to take effect next month.  These goodwill gestures

from both sides sparked optimism that an interim trade agreement can be achieved.  Notable market moves last week

include a sizable rise in Treasury yields and the outperformance of cyclical sectors (financials, industrials, and energy)

over defensives (utilities, health care, and staples).  Another shift was the preference for stocks with depressed

valuations over stocks that traditionally trade at higher price-to-earnings ratios, which have outperformed this year. 

Redhawk Live!

https://mailchi.mp/redhawkwa/redhawk-weekly-update-7zti72bcj1-449609?e=e0c9095a87
https://vimeo.com/360376666


After a rocky patch in August, some optimism has returned as:

Economic data, including the latest readings on the jobs market and retail sales, helped calm fears of a looming

recession;

Trade tensions have cooled a bit, with tariff postponements and President Trump commenting last week that he'd

potentially be open to incremental agreements with China as a larger trade deal is pursued; and

Interest rates have rebounded, calming concerns that the plunging yields and the inverted yield curve were

signaling imminent economic distress. 

However, there are still headwinds that can significantly impact the volatility in the market as follows:

The Fed is likely to cut rates this week and the market will respond to their comments about future rate cuts.

The trade situation with China won’t be fully resolved any time soon.  There may be incremental agreements, but

all the trade issues may take years to resolve.

Brexit issues are likely to capture more attention as it heats up.

Victoria Capital's Strategy Update 
 

Another week of elevated stock market volatility! The trade war continued in its on again, off again fashion and all eyes
are on this week’s meeting of the Federal Reserve where another 25-basis point cut in the fed funds rate is all but
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certain. Trump’s demand for lower interest rates will fall on deaf ears as the Fed is looking at economic data not political
posturing. Unfortunately, implementing a “zero interest rate” policy harms savers who would see the yield on their
investments fall precipitously. Will all this debate over interest rates really matter? We don’t think so. But if interest rates
remain low for a prolonged period, investments in bonds will produce less income for retirees, a fact that could reduce
consumer spending and slow the economy. What matters most for financial markets remains the same: low inflation, low
unemployment, healthy productivity, healthy corporate balance sheets and continued consumer spending. All of which
we have right now.  
  
Domestic equity markets are still reacting to the perceived impact of tariffs as the latest change in direction, postponing
tariffs on Chinese goods, offered some hope to the stock market that the worst is behind us. The good news was that
more than 50% of U.S. companies continued to exhibit better fundamentals. According to S&P, 75% of S&P 500
companies reported a positive EPS surprise and 56% reported a positive revenue surprise for the second quarter of this
year. Looking ahead, S&P 500 third quarter revenue estimates have held steady, but analysts expect them to soften due
to possible trade disruptions. Last week we witnessed some portfolio managers rotating out of growth stocks and into
value stocks after a prolonged period of growth outperforming value. At the same time, we may have seen the low in
yields on the 10-year government bond as the yield rose to 1.90% from 1.45% (the 52-week low) a jump of more than
30%. Bye-bye inverted yield curve!  
Foreign equity markets are being buffeted by further plans to lower interest rates by central banks with the belief that the
policy of buying bonds stimulates the economy (note the recent ECB action). However, that plan has not worked to date
even as some interest rates are below zero! Increasing turmoil in Great Britain over the pending withdrawal from the

European Union by October 31st is causing some political indigestion. The outcome of that plan is becoming more
uncertain every day and the weakness in the British pound is confirming a loss of confidence in a political solution to
“Brexit.”  
  
Fearful equity investors should take solace in the fact that President Trump needs a viable resolution to the tariff wars as
the 2020 election grows closer. The latest softening in his trade stance lends credence to this expectation. Positive
movements by both sides should be a green light for higher stock prices going forward. Stayed tuned!  
  
Last week, there were no changes in the Growth Equity, Growth & Income or Target Return portfolios.

Redhawk's Strategy Update
The big U.S. stock indexes climbed around 1%, extending their string of weekly gains to three, and the S&P 500 moved
within a percentage point of its record set in late July. Small stocks were the market’s sweet spot, as a small-cap
benchmark, the Russell 2000, surged nearly 5% for the week.  In its final meeting under outgoing President Mario
Draghi, the European Central Bank delivered bigger-than-expected stimulus measures in response to Europe’s recent
economic slowdown. The ECB cut its key interest rate further into negative territory to minus 0.5% and relaunched a
bond-buying stimulus program.  Concessions by China and the United States fueled hopes that the trade rivals could
reach an interim agreement when high-level negotiations resume in early October. China waived tariffs on some U.S.
agricultural goods, including soybeans and pork, while the United States delayed the implementation of new tariffs by two
weeks.   
  
The U.S. stock market’s near recovery from August’s decline has been accompanied by a steep drop in a gauge of
investors’ expectations for short-term market volatility. The Cboe Volatility Index has dropped more than 40% from a
recent high on August 5.  A pair of economic reports released on Friday indicated that U.S. consumer confidence has
recovered somewhat from a recent slump. Monthly retail sales exceeded most economists’ expectations and the
University of Michigan’s monthly consumer confidence index recorded a sharp gain.  The latest monthly reading on U.S.
inflation confirms recent data showing acceleration in price gains. Core inflation, which strips out volatile food and energy
prices, climbed for the third month in a row to an annual rate of 2.4%, matching the highest level in 13 months.  The U.S.
Federal Reserve is expected to cut interest rates for the second time in two months when it concludes a two-day meeting
on Wednesday. Most observers expect the Fed will approve a cut of a quarter of a percentage point in hopes of
maintaining solid U.S. economic growth in the face of a potential global slowdown. 
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Redhawk Model Signals 
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S&P and Dynamic Portfolios: Sold all the non-correlated/defensive sub-categories including: Commodities Precious
Metals (IAU), Equity Precious Metals (GDX), Utilities (VPU), Consumer Staples (VDC), and Real Estate (XLRE).  Also
exited position held in intermediate and long-term bond sub-categories including: Long-Term Bond (IGLB and VCLT),
Corporate Bond (VCIT), and Multisector Bond (DIAL).   Purchased into various sub-categories including: Industrials
(XAR), Consumer Cyclicals (XLY), Small Value (VBR), Large Value (DGRO), Large Blend (VOO and LGLV), Mid Value
(XMLV), and Foreign Large Value (HDEF).  Also purchase shorter duration fixed income sub-categories including: Bank
Loan (SRLN), Nontraditional Bond (IGHG), and High Yield (HYLB).                                                                                      
                                                                                                       

 
S&P and Dynamic Portfolio Bubble Reports as of 8/31/2019 

 

 

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:;


 
 
 
Environmental, Social, and Governance Portfolio: Kept the Small Growth sub-category (IHSIX) on the watch list due
to underperformance.  Also added the Large Growth sub-category (CEYIX) and the Mid-Cap Growth sub-category
(AVEGX) to the watch list due to performance. 

Portfolio Bubble Reports as of 8/31/2019 
 

 
 
Growth Stock Portfolio: Sold all the non-correlated/defensive sub-categories including: Commodities Precious Metals
(IAU), Equity Precious Metals (GDX), Utilities (VPU), Consumer Staples (VDC), and Real Estate (XLRE).  Purchased
into various stocks as shown below.
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High Dividend Stock Portfolio:  Sold Essential Properties Realty Trust, Inc (EPRT) and purchased Gilead Sciences, Inc
(GILD, sold Main Street Capital Corp (MAIN) and purchased Shell Midstream Partners LP (SHLX), sold Outfront Media,
Inc (OUT) and purchased Schweitzer-maudit International, Inc (SWM), and sold Weingarten Realty Investors (WRI) and
purchased International Business Machines (IBM) due to underperformance. 
                                                       

 
 
High Income Portfolios: :  Sold all the positions with the following sub-categories: Intermediate Core Bond (AGGY and
BIV), Long-Term Bond (VCLT and IGLB), Long Government (EDV), Corporate Bond (IGIB), Emerging Market Bond
(EMB), and World Bond-USD Hedged (IAGG).  Purchased the following sub-categories: Bank Loan (SRLN and BKLN),
High Yield (HYLB and FALN), Nontraditional Bond (IGHG), and Options-Based (QYLD and PBP).
 
 

Hi h I P tf li B bbl R t f 8/31/2019
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Liquid Income Portfolios: Sold the positions with the following sub-categories: Long-Term Bond (VCLT) and IGLB),
Multisector Bond (DIAL), and Corporate Bond (VCIT).  Purchased the following sub-categories: Bank Loan (SRLN),
High Yield (HYLB), and Nontraditional Bond (IGHG).     

 
Liquid Income Portfolio Bubble Reports as of 8/31/2019
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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. Industrial production and capacity utilization, U.S. Federal Reserve.
3. Housing Market Index, National Association of Home Builders.   

Wednesday:

1. U.S. Federal Reserve Board concludes two-day policy meeting, Chairman Jerome Powell holds press conference
2. Housing starts, U.S. Census Bureau. 

Thursday:
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1. Existing home sales, National Association of Realtors. 
2. The Conference Board Leading Economic Index for the U.S.

Friday:

1. No major reports scheduled.

  
 
  
On 8/30, the “Risk Watch” went into “Risk Off” territory.  On 9/13, the “Risk On” signal tripped and today we sold all the
non-correlated/defensive asset classes and went into equities.  This was a quick snap back and it speaks to how fast the
market can change.  The actual changes in each portfolio are summarized below. 
  
In addition, we are including the signals for the Redhawk Growth Stock Portfolio (RGS) and the Redhawk High Dividend
Stock Portfolio (RHDS). 

 

Portfolio Managers
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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.

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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