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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 stocks declined for the third straight week on continued signs of a global economic slowdown and renewed
yield-curve worries. The White House announcement that some tariffs scheduled to take place in September would be
delayed until December generated a short-lived market rally. This rally was later reversed by disappointing German and
Chinese economic data, and by a brief inversion of a closely watched portion of the yield curve. The 10-year rates
dipped below two-year rates for the first time since 2007, and 30-year yields fell to a record low near 2%. Economic
news was not completely negative as U.S. productivity grew at a healthy pace, and retail sales for the month of July were
up the most in four months.

Volatility raised its ugly head last week as the S&P 500 swung from being down by as much as 2.9% due to trade
uncertainties to up 1.5% as new tariffs were delayed until the end of the year, only to fall again due to pessimism stirred
by negative signals from Germany and China of slowing global growth. Bond yields also dropped unexpectedly, as 30year Treasury rates fell to the lowest level in history. By the end of the week stocks had climbed from their lows and the
30-year yield had edged up only slightly from 1.95% to 2%. Volatility is a normal part of investing and with the many
uncertainties we are experiencing today, volatility is here to stay.
New data on retail sales signaled that consumers continue to spend at a healthy clip. July retail sales improved 0.7%
from the previous month, increasing for the fifth straight month in a row. Data out last week also showed that consumer
prices rose. This is a positive economic signal for the Federal Reserve, which had cut benchmark interest rates on
concerns of too-low inflation earlier this month. Consumer spending has been the engine of growth for the current
expansion, making up 70% of the economy.
Recession fears resurfaced last week as a section of the yield curve, the 10-year and two-year, inverted briefly for the
first time in 12 years. Currently, bond markets are reflecting investor concerns that slowing global growth and escalating
trade tensions will side-swipe the current economic expansion. Historically, yield-curve inversions have been associated
with recessions. During other inversions, the Federal Reserve has played a role by increasing short-term rates to the
point where they rose above longer-term rates. With the Fed cutting short-term rates this month for the first time in a
decade, this most recent inversion is also reflecting very low to negative interest rates around the world due to central
bank stimulus in the eurozone, China, Japan and other leading economies.

Continuing monetary stimulus and

expectations of future Fed rate cuts are keeping long-term interest rates low, providing cheap access to credit for
companies and consumers.
Though last week's volatility feels jarring, it is not unusual by historical standards. A common way to measure the stock
market's expectation for turbulence in the future is the Volatility (or VIX) index. As shown in the chart below, from 20132018 market volatility has been in line or lower than the near 30-year average of the index's history. So far this year,
below-average market volatility has continued. In fact, over the near 100-year lifespan of financial markets, bouts of
volatility of 5% or more have occurred three times a year on average. There have been two 5% pullbacks so far this
year.

Source: CBOE Volatility Index, Federal Reserve Bank of St. Louis

Despite the volatility of the past week, stocks are up almost 17% this year including dividends. Occasional bouts of
volatility are hard to predict and can feel uncomfortable. However, the greater risk to long-term investors is deviating
from the wealth-building strategies in response to short-lived market swings.

The way to ride out occasional bumps of

turbulence as an investor is to keep a long-term perspective and focus on the tools that help keep portfolios on track.

Source: Bloomberg, 08/16/19. *5-day performance ending Friday. Bonds represented by the iShares Core U.S. Aggregate Bond ETF. Past performance does not guarantee future results.

Victoria Capital's Strategy Update

Greetings

from Reykjavik, Iceland! We arrived from Greenland three days ago and learned that our current
Administration in Washington DC is interested in purchasing this, the largest island in the world. What could be next from
our president? As for the financial markets, volatility that normally characterizes the month of August continued to persist
…
In our missive last week, we gave short shrift to the “other” market that affects long-term investors—the bond market.
While stock prices fell on the back of President Trump’s decision to impose another 10% tariff on $300 billion of Chinese
imports, interest rates also plummeted in response to fears that tariff wars would produce a recession in key foreign
economies that will migrate to the United States. Yields on most government bonds fell below the inflation rate;
indicating that investors could experience a negative real rate of return on their investments in these securities. Investors
who bought higher yielding bonds and are reinvesting their interest payments are likely experiencing a lower
reinvestment rate. Moreover, investors who must remain invested in the bond market cannot capitalize on their gains as
the profit from any bond sales will be needed to maintain their current income. Quite a conundrum!
As interest rates fall, dividend paying stocks offer an attractive alternative to bonds. First, qualified dividend payments are
tax advantaged as they incur a lower capital gains tax rate whereas income from bonds incurs an individual’s maximum
income tax rate. Second, the coupon on a bond usually doesn’t change so that the annual payment will remain the same.
Many companies increase their dividends over time so that the yield on the original investment will increase. Many years
ago we reviewed a client’s portfolio and discovered that one of her stock’s dividend payment actually exceeded the
purchase price of the stock! Lastly, if history is any indicator of the future, a portfolio of dividend paying stocks should
increase over time versus a portfolio of bonds that can remain unchanged.
The outlook for bonds may get worse before it gets better. Economic uncertainties and rising fears of a recession are
pushing expectations for cuts in the fed funds rate higher. If the Fed follows through with short-term rate cuts, other
interest rates will follow. Global central banks are convinced that lower rates will reverse the threat of a global slowdown.
Yet, countries that are experiencing negative short-term rates are still slowing. Bond investors are likely to be in for tough

times ahead if these trends continue. Stay Tuned!
Last week we made no changes to the Growth Equity portfolio, the Growth and Income portfolio or the Target Return
portfolios.

Redhawk's Strategy Update

Last week stocks seesawed between big daily losses and gains, as the S&P 500 changed more than 1% on four of five
trading days. The biggest move came on Wednesday, when the index dropped nearly 3%, which was the second-worst
decline year to date. For the week overall, stocks fell only modestly, with the major indexes losing around 1%. Much of
the week’s volatility was driven by a bond market phenomenon that hadn’t been seen in more than a decade. The yield
of the 10-year U.S. Treasury bond fell on Wednesday to 1.60%, below the yield of the 2-year Treasury. The last time
there was an inversion between the 2- and 10-year yields was in 2007, prior to the global financial crisis. Wednesday’s
800-point plunge in the Dow was fueled in part by worse-than-expected data from two of the world’s biggest economies.
Germany’s GDP contracted slightly in the second quarter amid further declines in exports, while China’s factory output
was below expectations in July.

Stocks rallied on Tuesday after the Trump administration sought to ease the recent escalation in trade tensions with
China. The administration partially suspended its latest round of tariff increases, pushing back the effective date for
tariffs on about $156 billion in Chinese goods from September 1 to December 15. As earnings season wraps up, a
growing number of executives appear to be concerned about the potential impact of the U.S. and China trade conflict on
their businesses. The word “tariffs” was mentioned in 28% of second-quarter earnings conference calls with analysts,
according to transcripts reviewed by FactSet that cover earnings reports issued through August 8. That’s up from 21% at
the same point in the previous quarter’s earnings season. Investors will be closely watching for indications of a possible
monetary policy shift when Federal Reserve Chairman Jerome Powell delivers a speech on Friday at an annual Fed
symposium in Jackson Hole, Wyoming. On Wednesday, the Fed is set to release minutes from its most recent policy
meeting, when it cut rates for the first time in more than a decade.

Redhawk Live Update - Click Here

Redhawk Model Signals

S&P and Dynamic Portfolios: Replaced the Latin America Stocks sub-category (EWZ) with the Market Neutral subcategory (BTAL) due to underperformance.

S&P and Dynamic Portfolio Bubble Reports as of 7/31/2019

Environmental, Social, and Governance Portfolio: No changes.

Portfolio Bubble Reports as of 7/31/2019

Growth Stock Portfolio: No changes.

High Dividend Stock Portfolio: Sold Banco Bilbao Vizcaya Argentaria SA ADR (BBVA) and People’s united Financial
(PBCT) due to performance and left the proceeds in cash.

High Income Portfolios: No changes.

High Income Portfolio Bubble Reports as of 7/31/2019

Liquid Income Portfolios: No changes.

Liquid Income Portfolio Bubble Reports as of 7/31/2019

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. No major reports scheduled.

Wednesday:
1. Release of minutes from July 30–31 meeting of the U.S. Federal Reserve Board.
2. Existing home sales, National Association of Realtors.

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

Friday:

1. U.S. Federal Reserve Chairman Jerome Powell speaks in Jackson Hole, Wyoming.
2. New home sales, U.S. Census Bureau.

On 8/5, our “risk on/off” VIX algorithm tripped and we moved to the “Risk Watch” zone. We will continue to watch this
daily and communicate to you if we make any changes (see below).

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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