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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 was a quiet week as stocks edged higher, with smallcap companies outperforming. A couple of high
profile mergers lifted investors' sentiment early on, however, indexes gave back some gains on Friday after chipmaker
Broadcom warned that the U.S. and China trade tensions are dampening demand. Oil attempted to rally following
attacks on two tankers near the Persian Gulf and finished the week lower on worries of lower global demand. On the
economic front, U.S. retail sales showed a rebound in consumer spending in May following a slow first quarter,
providing evidence that consumers are still wellpositioned. Major indexes have rebounded near alltime highs but
expect higher volatility as well.

Both the equity and bond markets tried to reposition themselves last week in anticipation of where economic growth is

heading.

Tenyear Treasury yields sank to their lowest levels since 2017, signaling concerns of an economic

downturn. Meanwhile, equities edged higher for a second straight week, reflecting a more positive outlook. So, let’s
look at some of the signals the markets are telling us.
Retail sales show a rebound in consumer spending
The most critical factor of the 10year expansion is consumer spending, which accounts for twothirds of GDP. After
averaging 2.6% growth in 2018, consumption spending fell to half that rate in the first three months of 2019, as a
seemingly strong GDP was propped up by mostly temporary factors, namely inventories and imports. Last week’s
release of the lackluster May jobs report, punctuated by slowing wage gains, added to market concern that consumer
spending might be weaker than previously thought.
For this reason, last week’s retail sales numbers were closely watched by markets as an indicator of consumer health.
May retail sales were stronger than expected and even better news was that the previous months’ retail figures were
revised sharply higher. All told, retail sales suggest that consumer spending rebounded in the second quarter to a
healthy 3.5%, topping even last year’s pace.
There are three reasons why we think consumers are still wellpositioned in the later period of this cycle. 1) Though
job growth is slowing, it still appears strong enough to keep the unemployment rate near 50year lows. 2) Consumer
prices have risen slowly, and wage growth is still at a full percentage point above inflation. 3) Household debt is below

the historical average and interest rates are low, giving consumers latitude to borrow in order to supplement spending.

All eyes are on the Fed
Inflation limits the ability of the Fed to change the pace of interest rates. When inflation rises more strongly than
expected, the Fed is less apt to cut rates and stimulate the economy. Last week the Consumer Price Index (CPI),
showed May inflation slowed to 2% last month from 2.1% in April. Typically, low inflation allows the Fed to be flexible
and to raise or lower rates as warranted by economic conditions.
Recent data has shown that as the effects of the tax cuts fade, the economic growth from last year’s strong pace has
cooled, and this has increased economists’ expectations that the Fed will cut rates at least twice this year. Economic
growth is slowing, and the economy will expand at about 2.3%, in line with the 10year average. Many think that this is
strong enough growth to extend the cycle and for share prices to rise. When looking at prior 10year expansions, in
years where growth was below average, equity return increased 9.1%. That is lower than the 13.4% experienced
during years with aboveaverage growth rates, but robust compared with historical averages.

Therefore, slower

growth by itself is not an indication of the end of a cycle, if fundamentals and earnings remain positive.
Trade tensions remain elevated
Elevated trade tensions between the U.S. and China have added to market concerns that economic growth will be
penalized by increasing tariffs. News of progress towards a trade deal rallied share prices earlier this year. More
recently, negotiations between the U.S. and China have been at an impasse, and there are signs that trade tensions
are taking a toll on both countries.

China’s industrial production sank to 17year lows in May, even as the country

used a combination of tax cuts and business loans to stimulate its economy over the last year.

U.S. industrial

production, though rebounding slightly in May, has also wavered in recent months, as companies face headwinds from
tariffs and slower growth.

Source: Bloomberg, 06/14/19. Bonds represented by the iShares Core U.S. Aggregate Bond ETF. Past performance does not guarantee future results.

Victoria Capital's Strategy Update

No update.
Redhawk's Strategy Update

The major stock indexes posted weekly gains of around 0.5% amid mostly quiet trading, cooling off after the previous

week’s big rally. The first half of June has seen a swift reversal from the market’s selloff in May, which ended with the
Dow posting its sixth consecutive weekly decline. Technology stocks have been a big source of the broad market’s
gains so far in June. The sixday stretch that ended on Tuesday, June 11, marked the best such period in more than
seven years for the S&P 500 Index’s information technology sector, as those stocks posted a nearly 9% gain,
according to Dow Jones Market Data. China’s growth in industrial output was just 5% in May, the slowest pace in
more than 17 years for the world’s secondlargest economy. The government data was released on Friday as
policymakers consider whether to take further steps to stimulate China’s economy amid a trade war with the United
States.
Gold prices peaked at $1,362 an ounce on Friday, the highest level in 14 months. Gold has climbed in June amid
concerns that slowing global economic growth could trigger an interestrate cut by the Fed, potentially raising inflation
risks that can often lead investors to bid up prices of gold. The Fed will open a twoday policy meeting on Tuesday
amid market expectations that at least one interestrate cut could come this year, given recent softness in employment
growth and inflation data. If the Fed doesn’t announce a rate cut at its June meeting, it will have another opportunity
at its July 30–31 session. In a potential sign of investor anxiety, withdrawals from exchangetraded funds exceeded
deposits in May, which was the first time in more than five years that the global ETF industry has experienced a
monthly net outflow. Preliminary global data from the consultancy ETFGI showed an outflow of $4.5 billion last month.

Redhawk Live Update  Click Here

Redhawk Model Signals

S&P and Dynamic Portfolios: Placed the India Equity subcategory (INDY) on the watch list due to
underperformance.

S&P and Dynamic Portfolio Bubble Reports as of 5/31/2019

Environmental, Social, and Governance Portfolio: Kept the Small Growth subcategory (IHSIX) on the watch list due to
underperformance. Removed the LargeGrowth subcategory (CEYIX), the MidCap Growth subcategory (AVEGX), and the Large Blend
subcategory (VFTAX) from the watch list due improved performance.

Portfolio Bubble Reports as of 05/31/2019

Growth Stock Portfolio: No changes.

High Dividend Stock Portfolio : No changes.

High Income Portfolios: No changes.

High Income Portfolio Bubble Reports as of 05/31/2019

Liquid Income Portfolios: No changes.

Liquid Income Portfolio Bubble Reports as of 05/31/2019

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 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. Housing Market Index, National Association of Home Builders.

Tuesday:
1. U.S. Federal Reserve Board opens twoday policy meeting.
2. Housing starts, U.S. Census Bureau.

Wednesday:
1. U.S. Federal Reserve Board concludes twoday policy meeting, Chairman Jerome Powell holds press

conference.
Thursday:
1. The Conference Board Leading Economic Index for the U.S.

Friday:

1. Existing home sales, National Association of Realtors.

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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