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The Astor Economic Index® (AEI)

At Astor, we believe that typically the stronger the economic
environment the better equities will perform. We entered
2020 with near average levels of equities as befits a solid but
unspectacular economy. As the numbers deteriorated in the
spring with the lockdown we cut positions and as the economic
news has improved, we have increased our stock exposure at the
expense of fixed income.

Our proprietary Astor Economic Index was up somewhat in
October and is at levels which reflect solid economic growth.
Despite output and employment remaining below where they
were in January, the large and positive changes over the last few
months have been enough to significantly improve the AEI. For
example, many more new jobs than usual continue to be added
as consumers and firms recover from the COVID-19 shutdown.

International Environment

Growth is expected to be negative for 2020 nearly
everywhere according to the IMF’s latest World Economic
Outlook. The economic data this summer from Europe shows
a large drop in output compared to the previous year, though
much improved from the depths of the shutdown. Employment
in Europe has dropped less than the U.S. which may be a strong
foundation for additional growth. Recently, additional spread of
COVID-19 in Europe has led to additional lockdowns which may
further reduce economic activity.

Fed Stance

The Fed is giving support through both low rates and a large
and growing balance sheet. Chair Powell’s August speech at
the Jackson Hole conference stated that the Fed will tolerate a
somewhat higher inflation rate for an unspecified time to better
probe how low unemployment can go. The Fed, however, is
nowhere near ending the extraordinary accommodation it has
been providing during the pandemic.

Economic Summary

The U.S. economy continued to show improvement in
October, though perhaps at a more subdued pace than
over the summer. While the data is still quite volatile, most
series show substantial improvement from the lows of the
spring, though well below levels of a year ago. Surging virus
cases are currently in a race with promising vaccine news and
the economic situation bears careful observation.
The Astor Economic Index® is a proprietary index created by Astor Investment
Management LLC. It represents an aggregation of various economic data
points: including output and employment indicators. The Astor Economic
Index® is designed to track the varying levels of growth within the U.S. economy
by analyzing current trends against historical data. The Astor Economic Index®
is not an investable product. When investing, there are multiple factors to
consider. 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. The Astor Economic Index® is a tool
created and used by Astor. All conclusions are those of Astor and are subject
to change.
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Astor Dynamic Allocation (ADA)
• At the November meeting, the Investment Committee (IC)
increased its exposure to U.S. and emerging market equities
somewhat, while cutting fixed income exposure market exposure.
• In October all of our equity positions lost money and the bright
spots meant losing less than the broad market. Some of our
tech and emerging market positions fall into this category.

Astor Sector Allocation (ASA)

• At the November Investment Committee meeting the IC rotated
from the industrials sector to the consumer discretionary sector.
We are now concentrated in tech, health care, communications,
REITs, consumer discretionary and consumer staples.
• In October our communications and health care sectors were
positive in a down month for the broad market while health
care and REITs trailed.

Active Income (AI)
• At the November meeting the IC added a bit more high quality,
low duration corporate bonds. This strategy continues to have
more credit exposure and less duration than the benchmark.
• AI outperformed the aggregate bond market last month as our
credit exposure was profitable and only inflation hedging TIPS
were worse than the index.
Astor Investment Management LLC is a registered investment adviser with the
SEC. All information contained herein is for informational purposes only. 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. 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. Please refer to Astor’s Form ADV Part 2A Brochure for additional
information regarding fees, risks, and services. The mentioned strategies are
offered in various formats. The commentary is based on the performance and
allocations of separate managed account composites that Astor manages
directly. Clients invested in the strategies can have different results depending
on the specific investment program and product type chosen. Astor’s strategies
seek to achieve their objectives by investing in Exchange-Traded Funds (“ETFs”).
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 an ETF’s prospectus.

October
AIM-11/12/20-SP222

