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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.

INVESTING IN A POST PANDEMIC ENVIRONMENT

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 time-travelling 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%. 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.
Our approach allowed us to identify green shoots in the economy well before the pandemic had subsided.

ADA 2020-21 ALLOCATION SUMMARY
Dynamic
Allocation

Dec 31
2018

Dec 31
2019

June 30
2020

Dec 31
2020

June 30
2021

U.S. Equity

81.0%

51.0%

19.1%

58.0%

52.4%

International Equity

6.8%

7.10%

0.0%

7.0%

15.6%

Fixed Income

5.3%

33.4%

68.5%

23.0%

25.0%

Cash

6.8%

5.6%

2.1%

2.0%

2.0%

Commodity

0.0%

2.9%

10.3%

10.0%

5.0%

Currency

0.0%

0.0%

0.0%

0.0%

0.0%

*The allocations presented are as of the quarter-end 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.

FIRST HALF 2021 PERFORMANCE REVIEW
The Dynamic Allocation Composite strategy returned 8.83% pure gross of fees (7.76% net of fees) in the first half of 2021.
Quarter by quarter commentary is below, but in summary the strategy came into the year with roughly 65% equity and stayed
in that range (+/- 5%) for the following 6 months. While there are many geopolitical and economic concerns throughout the first
half of 2020, 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 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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Q2 2021
IN THE ECONOMY: The recovery continued apace in the second quarter, with the Astor Economic Index® reaching its highest
level since the beginning of the pandemic.
IN THE PORTFOLIO: As a result of the economy maintaining a growing pace, ADA added more equity exposure to the portfolio.
As students of history know, inflation has historically been an unwelcome repercussion of output spikes and dramatic recoveries
in demand, particularly when potential output is reduced by mass layoffs and shuttered factories. The Investment Committee
increased its position to outright hedges against inflation and rising rates in February 2021 (at a time when y/y CPI was low as
1.4%, significantly below its current reading of 5.0%). Seeking returns in other areas the Investment Committee also put a small
position into developed markets.
IN SUMMARY: From a high level, Q2 was similar to Q1 in terms of asset class allocation and targets. There were small changes
across the portfolio to diversify returns and prep the portfolio for many of the issues that dominate headlines (inflation, labor
markets, domestic & international economic recoveries).

Dynamic Allocation
Composite

The Astor Economic Index ®
(AEI)

YTD 2021 Performance

The AEI entered 2021 at a
level suggestive of
‘above average growth’
and maintained that
level throughout the
first half of the year.

As of 6/30/21

+8.83%

+7.76%

Pure Gross

Net

Astor Dynamic
Allocation Strategy
Beta Target

relative to S&P 500

12/31/18 12/31/19 6/30/20 12/31/20 6/30/21

.86

.55

.40

.71

.80

LOOKING AHEAD
The world has changed quite a bit in the last 16 months, altered not only by the pandemic but also demographic, political
and geographic undercurrents. So too is the economy in a position never precisely approximated in the past, with high levels
of monetary and fiscal support, dinged but not broken industries, and wide changes to the way the labor force interacts
with employers. From where we stand today, the result is most probably positive, with inflation, firming labor dynamics and
widespread economic gains. Of course, our job at Astor is not to forecast economic trends, but rather to capture them: whatever
the outcome, we are confident that these trends will be captured in economic data and that our portfolios will be well suited to
adjust as needed.

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 throughout the remainder of 2021 and into 2022.

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
March/April lows. Generally speaking, the AEI was fairly consistent throughout 2021 reaching levels that are associated
with ‘Above Average’ economic growth. The level of the AEI throughout 2021 points to a beta target of roughly .65-.70
(to the S&P 500) for ADA throughout the first half of 2021.

Source: NBER Astor Data: 12/31/1999 – 6/30/2021. 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
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2021 ECONOMIC REVIEW

FOR
HIRE

Labor Market

The labor market continued to improve in the first half of the year, with U3 unemployment declining from 6.3% in January to 5.9% in
June. Nonfarm payrolls added over 3 million new jobs over that same period as lockdown measures declined, with much of the gains
seen in COVID-19 impacted industries like leisure and hospitality. Average weekly earnings were a bright spot in Q1 as employers
sought to cajole workers off the sidelines, but wages declined in real terms in the second quarter.

Inflation

The much-presaged rise in inflation was moderate in the first quarter, with prices spiking in earnest in the second quarter, and
May and June Y/Y CPI prints of 5.0% and 5.4%. A large portion of the gains have been in lockdown-impacted industries like airlines
and hospitality, with the used car market a significant standout. Manufacturers have noted significant supply bottlenecks and high
input pressures. Nonetheless, forward looking measures of inflation and inflation expectations have been anchored, suggesting
most market participants follow the Fed’s thinking of near-term transitory inflation.

International

Central banks outside of the United States began to diverge in policy responses in H1. In China, the PBOC recently cut a key policy
rate in response to rising input costs and concerns around external demand. Meanwhile, the Bank of Canada has begun tapering
their asset purchases as they move faster on a relative basis towards normalization. The European Central Bank finished an
important policy review that commits to symmetry in its inflation target, moving their framework closer to the Fed’s.

CONCLUSION: ANYTHING CAN HAPPEN. BE PREPARED.
The title from the December 2020 ADA Review seemed appropriate to repeat for June 2021. Anything Can Happen. Be
Prepared. As noted throughout this publication, 2021 has numerous, definable headwinds that could cause economic
deterioration and corresponding equity market pullbacks. This publication has also discussed numerous, definable tailwinds
that could manifest in a ‘boom’ for the stock market. 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
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.
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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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