Subscribe

Translate

Past Issues
Redhawk's Weekly Update May 28th, 2019 Vol. 3 No.
21

RSS

View this email in your browser

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 stocks finished lower on concerns that U.S. trade tensions with China will be prolonged, and economic
reports suggested global growth is showing signs of slowing. Energy stocks led decliners due to lower oil prices, while
utilities led advancing sectors. Over time, it is common for sector leadership to alternate, which underscores the
importance of ensuring that your portfolio is diversified across sectors and subsectors.

Let’s put this bull market in perspective:

It’s the longest economic expansion and the streak of positive U.S. GDP growth will pass the 1990s expansion to

become the longest on record.
It’s the lowest unemployment rate since the late 1960s.

It’s the secondbest bull market in history having gained more than 400% from its lows in 2009.

A good defensive investment strategy is essential to longterm success. The Fed continues to provide this backdrop
as tariff worries, geopolitical risks, and global uncertainties remain in the forefront. The late2018 selloff shifted to a
strong 2019 rally with the help of the Fed’s pivot to a more accommodative stance on interest rates. Last week, the
release of the Fed’s recent meeting minutes showed that the U.S. central bank is willing to hold off on additional rate
hikes for some time. The economy is growing modestly, and inflation remains low, so this is the appropriate policy
position. But with a market that has grown accustomed to the Fed's defense, particularly in this latter stage of the
cycle, a policy misstep remains near the top of potential market risks. Consequently, a good defense is an appropriate
allocation to bonds in your portfolio. Stocks have done well, but not without severe volatility. During the pullback late
last year when stocks fell more than 19%, bonds gained more than 2% in November and December.
An offensive strategy is equally important as well. The trifecta of positive GDP, rising corporate profits, and low

interest rates will continue to provide offense to counter current market risks. The economy will have moderate growth

this year, but at a slower pace than 2018. Looking back to 1950, in years when U.S. GDP growth slowed but remained
positive, the S&P 500 averaged a 12.6% rise. Coming off a more than 20% profit growth for 2018, corporate earnings
are expected to rise at a moderate pace again this year. Historically, bull markets have ended when earnings outright
declined, suggesting that healthy corporate performance will remain a key factor for the stock market this year.
Trade worries remained front and center for global markets last week as negotiations have stalled and the threats of
additional retaliatory tariffs have reemerged. Slower readings on U.S. manufacturing and durable goods orders
released last week showed that activity decreased recently, imposing fears that trade turmoil is beginning to show up
in the broader economy. An allout trade war would most certainly be a negative, but both sides have incentives to get
a deal done. Both countries think in different terms, the U.S. looks out 1218 months while China plans in 5075year
cycles. Manufacturing and trade are important, but they are not the central driver of U.S. GDP, as that position
belongs to consumer spending. With low in unemployment and upwardtrending wage growth, it’s a positive outlook for
household spending, meaning the U.S. economy is not powerless against tradeinduced headwinds.

Source: Bloomberg, 05/24/19. *5day 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

Equity market turmoil continued last week due primarily to growing uncertainty over the ultimate effects of the trade

war between China and the U.S. China’s recent decision to recall two pandas on loan to the San Diego zoo,
demonstrates that the situation is deteriorating! Mark one up for the “Sell in May” adage as the market is likely to be in
the doldrums for as long as this battle continues. The political standoff in Washington isn’t helping either as the lack of
legislative bipartisanship is holding up spending on infrastructure and other programs that could contribute to
economic growth. Threats to impeach the president won’t sit well with half of the country’s voters who elected Trump.

In the face of such uncertainty, equities usually retreat. Another fly in the ointment is the sudden downturn in the price
of oil. From a peak of $75+ in October of last year, the price of oil has fallen to $58+  a decline of more than 20%.
Fears of a tariff induced global slowdown and the related fall in oil demand could drive prices even lower. Maybe

consumers will get a break on gas prices by the time they fill up for summer vacations or by the 4th of July holiday. In
any case, lower oil prices will put downward pressure on inflation measures for the foreseeable future keeping the
Federal Reserve on the sidelines.
The downturn in stocks is also pushing interest rates lower. The tenyear Treasury hit a low for the year of 2.33% last
week as did the 30year Treasury at a low of 2.74%. There are no inflationary expectations in those yields and long
term investors will be hard pressed to generate a reasonable return from these fixed income securities. For investors
who have been hiding out in low risk securities, these equity market fluctuations could provide another opportunity to
make a shift into securities with higher longterm return expectations. There is no euphoria in the stock market and the
uncertainty fears are sending stocks lower while bond buyers are everywhere. For the longterm investor the summer
could provide more than one opportunity to increase allocations to equities.
Last week we acquired LHC Group in the Growth Equity portfolio.
No changes were made to the Target Return models, but we are in the process of restructuring the Conservative,
Moderate and Income models by decreasing the equity allocation and increasing the fixed income allocation. We are
also including ETFs that have no transaction fees and lowering the number of funds in most of the models. The result
will be slightly lower fees across the board.
As opposed to target date funds where the asset allocation changes based on a specific future date, the Target Return
models allow an investor to plan based on the possibility of achieving a specific range of returns since the portfolios
are actively managed to remain on track. Historical returns of these portfolios are available on request.

Redhawk's Strategy Update

In choppy trading, the S&P 500 and the Dow both fell less than 1%, with the Dow posting its fifth weekly loss in a row.

The NASDAQ sustained a loss of more than 2%, marking its third consecutive week of underperformance relative to
the other major U.S. indexes. It’s been a rough ride for stocks since the start of May, when the major indexes were at
or near record highs. With a week left in May, the S&P 500 and Dow were down around 4% while the NASDAQ was
nearly 6% lower. For the fourth week in a row, investors bid up prices of government bonds, sending their yields to
some of the lowest levels in more than a year. The yield of the 10year U.S. Treasury bond dropped at onepoint
Thursday to 2.30%, the lowest since October 2017.
While no additional tariff increases were announced, harsh words and actions between the United States and China
appeared to widen the gap over trade issues. Talks between the two nations stalled early this month after U.S.
officials accused China of backtracking on earlier commitments. The economic fallout from the U.S. and China dispute
was one of the key factors that weighed on crude oil prices on Thursday.
U.S. prices posted their biggest singleday percentage loss of the year, tumbling nearly 6% to less than $58 per
barrel. Negative sentiment over the U.S. and China trade dispute weighed on stocks Thursday. The Dow dropped as
many as 449 points in morning trading but regained some of those losses in the afternoon to close 286 points lower
for the day.

Redhawk Live Update  Click Here

Redhawk Model Signals

S&P and Dynamic Portfolios: Replaced the China Region subcategory (EWH) and kept the proceeds in cash. Kept
the MidCap Growth subcategory (IWP), the Technology subcategory (VGT), and the Consumer Cyclical sub
category (PBS) on the watch list due to performance.

S&P and Dynamic Portfolio Bubble Reports as of 4/30/2019

Environmental, Social, and Governance Portfolio: Kept the Small Growth subcategory (IHSIX) on the watch list
due to performance.

Portfolio Bubble Reports as of 4/302019

Growth Stock Portfolio: No changes.

High Dividend Stock Portfolio : No changes.

High Income Portfolios: No changes.

High Income Portfolio Bubble Reports as of 4/30/2019

Liquid Income Portfolios: No changes.

Liquid Income Portfolio Bubble Reports as of 4/30/2019

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. Memorial Day holiday, U.S. financial markets closed.

Tuesday:
1. S&P/CaseShiller 20City Composite Home Price Index.

Wednesday:
1. No major reports scheduled.

Thursday:
1. Firstquarter GDP, second estimate, U.S. Bureau of Economic Analysis.
2. Pending home sales, National Association of Realtors.

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

2. University of Michigan Index of Consumer Sentiment.

On 5/7, our “risk off” VIX algorithm tripped and we moved to the “Risk Watch” zone.
daily and communicate to you if we make any changes (see below).

We will continue to watch this

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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