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ASTOR DYNAMIC ALLOCATION (ADA) STRATEGY OBJECTIVE
ADA seeks to find the appropriate balance of assets for the given economic condition. Its core objective is to help reduce or
avoid losses during major wealth destroying events in equity markets associated with weak economic environments while
attempting to capture positive gains during equity bull markets.

UNPACKING 2021: ASTOR’S ECONOMIC ANALYSIS POINTS TO RISK-ON
Q2 2021’s publication of this document opened with the following statement: ‘Although January 2021 seems like a time from a distant
memory, the lessons gleaned from earlier this year remain highly relevant. Recall that in in the U.S., vaccines were not yet widely available,
COVID-19 death tolls were reaching an all-time peak, and infection rates were skyrocketing. If you were to describe this scenario to a timetravelling investor from the past, they would likely avoid equities and risky assets at all costs. Yet ADA has held onto a majority equity portfolio
(and indeed increased its beta) throughout 2021, a time during which the S&P 500 index has returned over 15%.’ Throughout Q3/Q4 2021
the S&P 500 Index continued its upward climb and ended the year up over 28%. The Astor Dynamic Allocation strategy continued
to overweight equities with an average beta target of .80 (to S&P 500 Index). What allowed us to correctly make this decision? Our
investment framework is focused deeply and solely on economic fundamentals and allows us to ignore inconsequential noise and
distractions. In terms of the economic data that Astor prioritizes, it was our view that the U.S. economy showed little to no signs of
weakening through out the year. Strong/Strengthening economy equals above average equity exposure across Astor’s strategies.
It’s important to note that we are concerned and continue to closely monitor inflation, monetary policy, a very interesting and tight
labor market, and other headwinds, but we follow a disciplined process and until the data suggests otherwise, Astor’s strategies will
have an above average exposure to equities.

ADA 2020-2021 ALLOCATION SUMMARY
Dynamic
Allocation

Dec 31
2019

June 30
2020

Dec 31
2020

June 30
2021

Dec 31
2021

U.S. Equity

51.0%

19.1%

55.9%

54.6%

73.9%

International Equity

7.10%

0.0%

10.5%

15.1%

4.9%

Fixed Income

33.4%

68.5%

21.6%

23.1%

18.8%

Cash

5.6%

2.1%

2.3%

2.2%

2.4%

Commodity

2.9%

10.3%

9.7%

4.9%

0.0%

Currency

0.0%

0.0%

0.0%

0.0%

0.0%

*The allocations presented are as of the quarterend dates indicated and do not show allocations
or changes during each period. Any quarter period
may have higher or lower allocations than what is
shown. Allocations represent the Dynamic Allocation
Composite. Any individual investor’s portfolio
may be allocated differently than presented here
due to many factors, including but not limited
to, timing of entry into the investment program,
discretionary decisions by the clients and referring
advisors, custodial limitations, the structure of the
investment product or program, and the manner in
which trades are executed. Allocations are subject to
change without notice.

2021 PERFORMANCE REVIEW
The Dynamic Allocation Composite strategy returned 16.10% gross of fees (13.83% net of fees) for the 2021 calendar year.
Quarter by quarter commentary is below, but in summary the strategy came into the year with roughly 65% equity and increased
overall equity exposure to end the year at roughly ~78% equity exposure. While there are many geopolitical, economic concerns,
and endemic/pandemic concerns throughout the year, the Astor Investment Committee (IC) remained confident that the overall
economic health in the U.S. was favorable for rising equity prices.

QUARTER BY QUARTER COMMENTARY
Q1/Q2 2021
IN THE ECONOMY: Despite the worsening pandemic during January and February, the Astor Economic Index® was resolute
in its reading of strong to very strong economic conditions, with proxies for output (like Purchasing Manager Indices) hitting
remarkable highs. Although the labor market was recovering a bit slower than other data might suggest, nonfarm payrolls
continued to trend in the right direction.
IN THE PORTFOLIO: Although lacking the dramatic bounce in output seen in Q3 2020, the economy began to show signs of
recovering in a more durable fashion in the first quarter of 2021. Our equity exposure coming into the quarter was around 65%
and would remain in that range (+/- 5% or so) for the remainder of the next three months. This equity was a mix of equal weight
& market cap weight to help lessen the impact of mega caps. The Investment team also took measures to minimize the effect of
inflation by implementing active fixed income & commodity ETFs.
IN SUMMARY: We were comfortable that our level of risk exposure was appropriate for the growing but potentially tenuous
recovery.
continued on next page
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IN THE ECONOMY: The third quarter presaged the beginning
of a rapid recovery in the labor market, with nearly 2m added
to the economy (1.1m in July alone). This trend, combined
with an increasingly hot economic recovery (retail sales, for
example, were up 14.2% y/y in September), led to a further
improvement in the Astor Economic Index. Q3 also augured
the end of the transitory inflation narrative, with headline CPI
finishing the quarter at 5.4% y/y.

IN THE ECONOMY: The fourth quarter continued and
amplified the trends that began in the previous quarter, with
inflation increasing at an even more rapid pace (7.0% y/y in
December). The Astor Economic Index ended the quarter
about where it started, at a level consistent with strong or very
strong economic growth. In response to strong economic
growth and burgeoning concerns around price pressures,
the Fed began tapering its asset purchases, first by $15bn in
November and then accelerating to $30bn in December.

IN THE PORTFOLIO: In response to the trajectory of the
economy, the IC made a series of small changes throughout
the quarter, slowly and modestly increasing the beta of the
portfolio through larger allocation to equities. Based on the
potential for less accommodative monetary policy, the IC
removed exposure to mortgage-backed securities, and took
off an allocation to commodities.
IN SUMMARY: The domestic and external story continued
to improve throughout the third quarter, and Dynamic
Allocation’s portfolio reflected this trend.

IN THE PORTFOLIO: Despite the plateau in the AEI, the IC
took moves to ensure that the portfolio was well positioned
against inflation, adding an allocation to real estate
investment trusts. Concerns about a resurgent virus abroad
and the path of China’s domestic policy led to a decrease in
exposure in developed economies and Chinese equities.
IN SUMMARY: The economy continued to tick along in the
fourth quarter, with the IC changing international allocations
as appropriate, while holding strong on inflation plays.

Dynamic Allocation
Composite

The Astor Economic Index ®
(AEI)

YTD 2021 Performance

The AEI entered the year at a
level suggestive of
‘above average growth’
and modestly improved on
that level throughout 2021.

As of 12/31/21

+16.10%

+13.83%

Pure Gross

Net

Astor Dynamic
Allocation Strategy
Beta Target

relative to S&P 500

12/31/19 6/30/20 12/31/20 6/30/21 12/31/21

.55

.40

.71

.80

.80

LOOKING AHEAD
Several crucial watchpoints raised in 2021 regarding the state of the economy and the interplay between the Federal Reserve
and inflation bear watching in the New Year. First, the reversion of consumer consumption towards historical patterns will
be an important data point to follow. Should consumers continue to buy durable goods, rather than services, inflation will
likely remain elevated for longer. On that topic, a tighter labor market will probably cause less negative or positive real wage
gains, particularly among low-income owners. To the extend that wage gains do not flow through into prices, this is likely to be
salubrious. However, signs of a wage-price spiral will need to be closely scrutinized in 2022. Finally, the Fed’s reaction function
to the dynamics between the economy, the labor market and inflation appears to be in flux. While the expectation is for around
4 rate hikes of 25bps each, it is not beyond imagination that the Fed is forced to move faster and thus upends the economic
recovery or financial markets.

ECONOMIC DATA DURING RECOVERIES
In Q2 2021, Nick Porter, Research Associate on Astor’s Investment Committee wrote a blog about the importance of economic
data during recovery periods post-recession. <<Click here to read>>. In part, Porter wrote:
“While the loosening of COVID-19 restrictions, substantial fiscal stimulus, and loose monetary policy have contributed
to a substantially sunnier economic outlook than the doldrums of 2020, the U.S. also faces significant headwinds. The
labor market is at perilous lows, the external environment is challenging, and commodity prices are spiking. Recent
economic data, moreover, have cast a dark cloud over the rate of future economic growth, with payroll data disappointing
substantially in April 2021.
Should this trend continue it is reasonable to ask if the best days of the economic recovery are already behind us. We
believe that the choice between stocks and bonds is the most important decision an investor can make, and that economic
fundamentals provide a powerful signal in aiding this choice. Using the recovery from 2008-2011 as an example, we
believe there were benefits to using economic data to capture slowdowns and double dip recessions in nascent economic
recoveries. Astor used the economic data to inform its allocation decisions in its strategies during that time period.”
The U.S. Economy has made a spectacular recovery, but economic concerns loom and Astor believes that granular economic
data will be vital over the next 18 months. Simply put, it’s our strong opinion that the financial markets cannot ignore labor,
output and inflation data.

THE ASTOR ECONOMIC INDEX® (AEI)

The Astor Economic Index® : Astor has identified key macro data points with trends that we believe have a
tendency to correlate with movement in risk assets, or equities. Astor collects this data and applies a ‘score’ to
each data point that is based on rigorous research on how impactful that particular data point is in determining
the health of the U.S. economy. For example, Astor believes employment data is more meaningful compared
to oil and gas inventories. The end result is a monthly score that determines the current health of the U.S.
economy. The chart (below) is Astor’s monthly score on the health of the economy going back over 20 years.

The AEI recovered tremendously in the second half of 2020 as labor data became significantly ‘less bad’ compared to
the pandemic lows in March/April 2020. Generally speaking, the AEI was fairly consistent throughout 2021 reaching
levels that are associated with ‘Above Average’ economic growth. Astor follows a data-driven, disciplined investment
process. The AEI relies heavily on labor and output economic data, which was strengthening throughout 2021. The Astor
Investment Committee is well aware of headwinds facing the economy and will continue to watch the data closely to
determine if/when it is time to de-risk the portfolio.
Source: NBER Astor Data: 12/31/1999 – 12/31/2021. The Astor Economic Index® is a proprietary index created by Astor Investment Management LLC. It represents an aggregation of
various economic data points and is designed to track the varying levels of growth within the U.S. economy by analyzing current trends against historical data. It is not an investable
product. The Astor Economic Index® should not be used as the sole determining factor for your investment decisions. The Index is based on retroactive data points and may be subject
to hindsight bias. There is no guarantee the Index will produce the same results in the future. All conclusions are those of Astor and are subject to change.

For a live reading of the Astor Economic Index®
CLICK HERE

continued on next page

IN SUM, WE BOLDLY EXPECT GROWTH AND INFLATION TO MODERATE
THROUGHOUT 2022 TOWARDS TREND.
FOR
HIRE

Let’s begin with the obvious: economic growth has been strong and above trend in 2021, and the month of December was no
different. Our nowcast of the U.S. economy, the Astor Economic Index® (AEI), was essentially unchanged last month and remained
at a level consistent with very strong economic growth. It does not make for a very exciting chart, but it is a positive one.
The AEI picked up steam as 2021 progressed, driven by robust consumer demand, strong fiscal and monetary support, and of
course some degree of normalization following the depths of the pandemic. If the theme of 2020 was the COVID-19 pandemic,
then 2021’s was a consumer bonanza, with consumption patterns skewed towards goods and away from the historical preference
for services. We see the most likely scenario for the economy in 2021 as moderating but strong growth on the back of continued
demand and the rightsizing of pandemic era trends. Risks, however, are weighted to the downside for this outlook, based on the
interplay between labor market trends, inflation, and Federal Reserve policy.
Take the labor market first. The December non-farm payroll report posted a modest gain of 199,000 but continued the trend
of a rapid recovery in unemployment. The U3 unemployment rate began the year at 6.7% and has since declined to 3.9%, an
astonishing pace compared to any prior recession (see the chart below). In aggregate, the labor market appears to be in good
shape, and as the pandemic (hopefully) wains, it seems most likely that payrolls will continue to recover in 2022 as the economy
strengthens further. However, the tension between hiring and wages is likely to increase. In order to bring workers off the sideline
in an increasingly tight labor market, many employers will have to raise salaries to attract new hires. Real wage gains this year have
been tepid, having begun the year at 3.8% y/y and ended at -2.4%.
This, of course, brings us to inflation. Headline CPI entered 2021 at a meager 1.4% and finished the year at a very hot 7.0% y/y
(0.5% m/m, 5.5% core). The December gain was led, as usual, by vehicles. The most likely scenario for 2022 is a moderation in
inflation , but with price pressures that remain well above the Fed’s target. Much of inflation has been driven by components that
were not (and are not) expected to be long lasting- the key risks for these categories are continued turmoil in supply chains and
consumers maintaining their preference towards goods . Should consumers continue to buy goods, inflation would continue to be
driven by cyclical factors. The structural risk towards moderation in the medium term is higher labor prices via a wage-price spiral
and rent increases, the latter of which has begun to pick up steam.
All this calls into question previous assumptions about the Federal Reserve’s reaction function. Since the Great Recession, the Fed
has been faced with very few hard choices regarding its dual mandate of stable prices and unemployment. With the theorized
neutral rate of interest low, inflation contained and unemployment dropping, the Fed had the luxury of keeping policy rates low
and enjoying sustained economic growth and labor market gains. In fact, inflation appeared to be such a specter of days past that
the FOMC shifted to an average inflation targeting framework to help dispel fears of a disinflationary or deflationary spiral.
The Fed no longer has this luxury, and, despite hopes of a swift normalization of supply chains and transitory price pressures, is
now seen as more willing to act to combat hotter and more persistent inflation. This is despite the apparent mismatch in its toolkit
with the current problem: that is, tamping down on the demand side via higher rates in response to a problem that has largely
originated from the supply side. Ultimately, the concern is that if inflation proves persistent despite rate hikes, the Fed will be
willing to tolerate rising unemployment in order to maintain credibility and adhere to the stable prices component of its mandate.
Although we’ve spent some time mentioning risks to the 2022 outlook, it’s worth repeating that 2021 was mostly sunny (or partly
cloudy, depending on your world view) in economic terms, with massive labor market gains and a strong economy, inflation
notwithstanding. Our base case for 2022 is similarly positive, with more economic growth and moderating inflation. Nonetheless,
we will be watching economic data very closely over the coming year and listening for changes in the Fed’s policy stance.

CONCLUSION: ANYTHING CAN HAPPEN. BE PREPARED.
Anything Can Happen. Be Prepared. is a heading that we’ve used several times over the past several years. It’s serves as an accurate
moto for pandemic-era investing and it speaks to Astor’s philosophy. We strive to help investors manage their portfolios through
market cycles. We aim to capture positive returns when the economy indicates it’s a good time to own stocks, and we seek to de-risk
and sell equities when the economy indicates it’s a challenging environment for stocks. Astor staunchly believes that economic data
is the underlying linchpin that signals extended bull markets and, sometimes more important, bear markets. We consider ourselves
experts in the analysis and application of economic data to the movement in equity prices and we continue work diligently to produce
favorable risk-adjusted returns through all market cycles for our investors. In our opinion, having a portion of an investor’s portfolio
with an asset manager that has a disciplined, flexible investment process is very important during uncertain economic times. The
past 12 months and the next 12 months will prove to be shining examples of why professional money management is vital to wealth
creation and preservation. Investors should stick to an allocation that corresponds to their risk tolerance with, in Astor’s opinion, a
minority percentage invested in a flexible asset manager that has the process and ability to increase/decrease risk when necessary.

DISCLOSURES
Beta: A quantitative measure of the volatility of a given portfolio, relative to the S&P
500 Index, computed using monthly returns. A beta above 1 is more volatile than the
index, while a beta below 1 is less volatile.
S&P 500: The S&P 500 Index is an unmanaged composite that measures the
performance of 500 large capitalization stocks, which together represent
approximately 80% of the total equities market in the United States. S&P 500 is a
registered trademark of McGraw Hill Financial.
Drawdown: is the peak-to-trough decline during a specific recorded period of an
investment. It is defined as the percent retrenchment from an equity peak to an
equity valley. Maximum drawdown is simply the largest percentage
The Astor Economic Index® is a proprietary index created by Astor Investment
Management LLC. It represents an aggregation of various economic data points
and is designed to track the varying levels of growth within the U.S. economy by
analyzing current trends against historical data. It is not an investable product.
The Astor Economic Index® should not be used as the sole determining factor for
your investment decisions. The Index is based on retroactive data points and may
be subject to hindsight bias. There is no guarantee the Index will produce the same
results in the future. All conclusions are those of Astor and are subject to change.
Valuations are computed and performance is reported in U.S. dollars. Performance
results assume the reinvestment of dividends. Certain client accounts may take
dividends as distributions. Gross-of-fee returns are shown as supplemental
information only and represent “pure gross” returns. “Pure gross” returns are
calculated before the deduction of all fees, including trading, advisory, and
administrative fees. Net of fee returns are calculated using a monthly model fee
based upon end of period client account market values. Certain accounts pay fees
outside of the composite account and thus, require a model fee for performance
calculation. In order to maintain consistency, Astor calculates a model fee across
all composite accounts. The model fee is representative of the actual fees charged
to client accounts, which covers trading, advisory, and other costs. The model fee
provides a more conservative estimate of performance. The annual model fee used
for the 2021 performance shown is 2.0%.
The performance shown is of the Dynamic Allocation Composite. The Dynamic
Allocation Composite is a multi-asset, tactical allocation strategy that exclusively uses
exchange-traded funds (ETFs). The Composite will invest in a mix of asset classes,
including equity, fixed income, commodities, and currencies depending on the
economic and market environment. During economic contractions, the Composite
seeks to reduce risk by utilizing defensive positioning such as inverse equity and fixed
income. The strategy may employ the use of unleveraged inverse exchange-traded
funds, designed to track a single multiple of the daily inverse performance of a given
index. Effective January 1, 2020 only wrap fee accounts are included in the Composite.
Prior to December 1, 2016, the composite was known as the Long/Short Balanced
Composite. For purposes of defining the composite of accounts, a minimum account
size of $25,000 is imposed monthly.
The Dynamic Allocation Strategy seeks to achieve its objectives by investing in in
Exchange Traded Funds (“ETFs”). An ETF is a type of Investment Company which
attempts to achieve a return similar to a set benchmark or index. The value of an
ETF is dependent on the value of the underlying assets held. ETFs are subject to
investment advisory and other expenses which results in a layering of fees for clients.
As a result, your cost of investing in the Strategy will be higher than the cost of
investing directly in ETFs and may be higher than securities with similar investment
objectives. ETFs may trade for less than their net asset value. Although ETFs are
exchanged traded, a lack of demand can prevent daily pricing and liquidity from being

111 S. Wacker Drive, Suite 3950
Chicago, Illinois 60606
800.899.8230
astorim.com

available. The Strategy can purchase ETFs with exposure to equities, fixed income,
commodities, currencies, developed/emerging international markets, real estate, and
specific sectors. The underlying investments of these ETFs will have different risks.
Equity prices can fluctuate for a variety of reasons including market sentiment and
economic conditions. The prices of small and mid-cap companies tend to be more
volatile than those of larger, more established companies. It is important to note that
bond prices move inversely with interest rates and fixed income ETFs can experience
negative performance in a period of rising interest rates. High yield bonds are subject
to higher risk of principal loss due to an increased chance of default. Commodity ETFs
generally gain exposure through the use of futures which can have a substantial risk
of loss due to leverage. Currencies can fluctuate with changing monetary policies,
economic conditions, and other factors. International markets have risks due to
currency valuations and political or economic events. Emerging markets typically have
more risk than developed markets. Real estate investments can experience losses
due to lower property prices, changes in interest rates, economic conditions, and
other factors. Investments in specific sectors can experience greater levels of volatility
than broad-based investments due to their more narrow focus.
The Strategy can also purchase unleveraged, inverse fixed income and equity ETFs.
Inverse ETFs attempt to profit from the decline of an asset or asset class by seeking
to track the opposite performance of the underlying benchmark or index. Inverse
products attempt to achieve their stated objectives on a daily basis and can face
additional risks due to this fact. The effect of compounding over a long period can
cause a large dispersion between the ETF and the underlying benchmark or index.
Inverse ETFs may lose money even when the benchmark or index performs as
desired. Inverse ETFs have potential for significant loss and may not be suitable for
all investors.
Investors should carefully consider the investment objectives, risks, charges, and
expenses of the ETFs held within Astor’s strategies before investing. This information
can be found in each fund’s prospectus.
Astor Investment Management LLC (“Astor”) is a registered investment adviser
with the Securities and Exchange Commission. This is not a solicitation to offer
investment advice or services in any state where to do so would be unlawful.
Analysis and research are provided for informational purposes only, not
for trading or investing purposes. All opinions expressed are as of the date
of publication and subject to change. They are not intended as investment
recommendations. These materials contain general information and have not
been tailored for any specific recipient. Astor and its affiliates are not liable
for the accuracy, usefulness, or availability of any such information or liable
for any trading or investing based on such information. There is no assurance
that Astor’s investment programs will produce profitable returns or that any
account will have similar results. You may lose money. Past results are no
guarantee of future results and no representation is made that a client will or
is likely to achieve results that are similar to those shown. Any particular client
may experience results different from other clients. Factors impacting client
returns, results, and allocations include account inception, money transfers,
client-imposed restrictions, strategy and product selection, fees and expenses,
and broker/dealer selection, as well as other factors. An investment cannot be
made directly into an index. Please refer to Astor’s Form ADV Part 2A Brochure
for additional information regarding fees, risks, and services.
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