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I. a. What has been the biggest attributor to performance throughout 
2022?

Dynamic Allocation - Commodities, broadly, were a positive contributor. Overall 
asset allocation was the main driver of relative performance against the benchmark. 
The strategy began the year ~0.8 beta (to the S&P 500). As of this writing, we sit at 
just under 0.2 beta. While these adjustments did not occur at one point in time, the 
cumulative effect of methodical shifts away from risk assets helped reduce exposure 
to equities as markets. Within the fixed income part of the portfolio, a shift to lower 
duration exposure helped to reduce the impact of fixed income losses in longer 
duration positions. 

I. b. What has been the biggest detractor to performance throughout 
2022?

Dynamic Allocation - Even as the exposure was reduced in the strategy through the 
year,equities detracted the most from returns for the strategy. Broad technology 
exposure was the worst performer overall in the equity category of the strategy’s 
holdings.

2022: Performance/Attributions/General Market 
Comments

II. a. Is there a segment of the market that has surprised you this year?

In general, broad asset categories (fixed income, equities, commodities) performed 
as you may expect given how the macro environment evolved in 2022. 

Some things that could be categorized as a surprise however:

• The extent to which fixed income duration rallied in the second half of the year. 
While inflation may have hit its high point, higher prices persist. 

• While not a total surprise given the run its had  and the large increase in discount 
rates, it has been interesting to see the years long tech supremacy come to 
at least a temporary end. Tech still seems like the most dynamic part of the 
economy with little appetite on the part of the federal government to reign it in 
so we expect it will bounce back at some point. 

• Energy stocks – a strong move in energy prices in the first part of the year 
supported strong returns in energy stocks, even as broad equity markets 
waned. Energy stocks have been resilient in the back half of the year even as 
energy prices have declined. 

II. b. What do you think was the catalyst behind the market drawdown?

To simplify it, higher interest rates and inflation. These two worked hand in hand. 
Early-year declines were based on valuation adjustments on higher discount rates. 
Market multiple compression enhanced the sell-off as higher rates and overall costs 
threatened corporate margins. As these issues took hold, concern about the overall 
economy and direction of growth began to scare investors. Worsening economic 
growth and adeteriorating external environment (China, Europe) were close 
companions.
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II. c. Why hasn’t it rallied like in 2020? 

• 2020 was an acute, exogenous event that resulted in a very sharp sell-off against 
the unknown. The present was uncertain and vaccine uncertainty was the biggest 
risk, the outlook for 2021 remained positive, interest rates were extremely low, 
and the government provided consumers with cash to spend. This year has 
been the opposite. Higher rates, higher costs, tightness in the labor market 
and uncertainty on how much and when the Fed reaches its terminal rate. The 
outlook for 2023 remains subdued.

• With all of this, market participants are faced with a wide range of potential 
outcomes over the next few months, with plausible scenarios for both easing 
or further tightening in monetary policy, as well as the potential for a benign 
slowdown in output or a hard landing. High conviction calls for equity appreciation 
are difficult against this macro backdrop. The Fed has also noted their plans to 
keep rates higher for longer, which was an absent factor in 2020.

II. d. What parts of the economy have affected the Astor Economic 
Index® (AEI) the most?

A moderating (although still tight) labor market, declining expectations for future 
growth, and weaker soft data (such as PMIs) all contributed notably to weakness in 
the Astor Economic Index® (AEI).

Source: Astor , NBER, Bloomberg, Data: 1/1/2022 - 12/31/2022. The Astor Economic Index® should not be used as the sole determining 
factor for your investment decision.  There is no guarantee that the index will produce the same results in the future. An investment cannot 
be made in the index.

Outlook into 2023!

III. a. Could we see a repeat of 2022?

• A carbon copy is unlikely, but the markets could remain challenging as the Fed 
navigates a monetary storm. The weakness we saw in both equity and bond 
prices, as well as a surge in commodity prices, were pretty severe and reflected a 
dramatic paradigm shift from low inflation/cheap money.

• While the future is uncertain the Fed expects to tighten much less in 2023 than it 
did in 2022, this changes the economic background significantly. Market thoughts 
will probably drift toward easing in the second half of next year. The big unknown 
is how severe a slowdown we will see. The Fed expects a modest one, but it is a 
nice trick to slow things enough to subdue inflation but not enough to cause a 
severe recession.
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• Recent positive returns in risk assets and longer duration fixed income suggest 
the market is pricing in something approximate to a soft landing, or, failing at that, 
a decline in inflation that would allow the Fed to moderate policy substantially.

• The risk to the consensus view (and thus the market) is that inflation proves to be 
persistent in 2023, or that growth stalls.

III. b. Is the worst over for the fixed income markets?

• The initial punch was severe. From here depends on the evolution of inflation. If, 
as seems most likely, the high for inflation is in, then the high for yields and rates 
may be in as well. The yield curve has moved to historic levels of inversion. If it is 
to move back positive, it is plausible longer duration Treasury rates could resume 
a move back toward 2022 highs.

• Should inflation prove persistent, we could expect a repricing back towards the 
levels seen in Q3 2022, but not necessarily of the same magnitude as earlier this 
year.

III. c. Is the worst over for the equity markets?

• This depends on rates, and how hard the economy puts on the breaks in early 
2023. Much of the decline in equities markets in 2022 can be attributed to a 
higher discount rate (higher monetary policy), with some moderation in economic 
activity.

• While equity prices have removed some ‘fluff’, multiples are not extremely cheap. 
The consumer may be less likely to keep paying the higher prices passed down 
from corporate America if the macro backdrop falters. 

• This could provide additional margin pressure and likely push market multiples 
lower for a time. It is plausible that the market has yet to consider the full impact 
of a recession in 2023 on equity prices. Lower earnings to go with lower multiples 
would not be a good combo.

III. d. What do you need to see to increase equity in 2023?

• We will need to see an uptick in growth expectations looking forward. Stronger 
fundamentals, irrespective of inflation, will be needed – a scenario that we 
believe is possible. The macro data trends have not been positive on the whole, 
especially in recent reports. Labor markets have held up relatively well. Whether 
that continues into 2023 remains to be seen.

• Note that risk assets could be added regardless of the path of inflation to the 
extent that the Fed’s reaction function does not crush future growth.

Positioning for now?

IV. a. As of the Investment Committees’ last meeting of the year (in December), 
you have 17% equity in ADA – why do you feel this is the appropriate amount 
of risk for now?

Hard to believe it’s been almost a year. The strategy started in 2022 with much 
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more equity (~80%). The outlook for the macro economy began to moderate early 
in the year as higher inflation and the prospects for higher rates and a reversal of 
course from QE took hold. Fast forward, we have seen the global economy weaken 
substantially.

Because of forward-looking data, we see the risks still outweigh the rewards inthe 
stock market today. We foresee a hard landing or stagflation somewhat more likely 
than a soft landing or “immaculate” disinflation. Expectations for lowered earnings 
estimates have increased, somewhat mirroring the forward-looking macro-outlook. 
At the inflection point, we would expect to see that change first.

IV/ b. As a PM of the ADA strategy- where do you see it fitting into a client 
portfolio?

Dynamic Allocation can be a core complement to traditional portfolios, with the 
ability to shift equity exposure based on the macro environment. With a base-case 
allocation balanced between equity and fixed income, its focus is on moderate risk, 
which has the potential to make it a fit for most client portfolios that are concerned 
about managing risk. Its long-term risk profile (since inception standard deviation) is 
lower than the 60/40 (S&P 500/Bloomberg USAggregate Bond) benchmark and has a 
substantially lower drawdown.
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DISCLOSURES 
BENCHMARK INFORMATION & DEFINITION:
Standard & Poor’s 500 Total Return Index: The S&P  
500 Index measures the performance of 500 large 
cap stocks, which together represent approximately 
80% of the total equities market in the United States. 
The Total Return calculation includes the price-plus-
gross cash dividend return. The S&P 500 is registered 
trademark of McGraw Hill Financial. An investment 
cannot be made directly in an index.

The Bloomberg U.S. Aggregate Bond Index: U.S 
Agg is a abroad-based index representing the dollar-
denominated, investment grade bond marke tand 
includes Treasuries, government securities, and 
mortgage securities.

DISCLOSURES:
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.

All opinions expressed are as of 12/31/2022 unless 
otherwise specified and are subject to change. They 
are not intended as investment recommendations 
for any specific person or entity. 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 onsuch information. 
Any particular client may experience results 
differently 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.

The asset classes and weights discussed herein 
represent the target allocations for the referenced 
strategies. Any individual investor’s portfolio may 
be allocated differently than presented here due to 
many factors, including but not limited to, the timing 
of entry into the investment program, discretionary 
decisions by the clients and referring advisors, 
the structure of the invested product, custodial 
limitations, and/or the manner in which trades 
are executed. Securities and weights are subject to 
change without notice.

The Astor 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 positionings such 
asinverse 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. For purposes of 
definingthe composite of accounts, a minimum 
account size of $25,000 is imposed monthly. Prior 
to January 1,2020, the minimum account size was 
$50,000.

Astor’s strategies seek to achieve their objectives by 
investing 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. 
ETFs are subject to substantially the same risks as 
those associated with the direct ownership of the 
securities comprising the index on which the ETF is 
based. The value of an ETF is dependent on the value 
ofthe underlying assets held.
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ETFs typically incur fees that are separate from those 
fees charged by Astor. ETFs are subject to investment 
advisory and other expenses which result in a layering 
of fees for clients. Asa result, your cost of investing 
in Astor’s strategies will be higher than the cost of 
investing directly in ETFs and may be higher than other 
investments with similar objectives. ETFs may trade for 
less than their net asset value. 

Although ETFs are exchange-traded, a lack of demand 
can prevent daily pricing and liquidity from being 
available. Investors should carefully consider the 
investment objectives, risks, charges, andexpenses 
of the ETFs held within Astor’s strategies before 
investing. This information can be found in an ETF’s 
prospectus. International markets have risks due to 
currency valuations and political or economic events. 
Emerging markets typically have more risk than 
developed markets. 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 a higher risk of principal loss 
due to an increased chance of default.

Astor can also purchase unleveraged, inverse fixed 
income and equity ETFs in select strategies. 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 along 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 the potential for significant loss and 
may not be suitable for all investors.

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.

The Astor Economic Index® is a proprietary index 
created by Astor Investment Management LLC. It 
represents an aggregation of various economic data 
points.  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.  
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. Astor Economic Index® is a registered 
trademark of Astor Investment Management LLC.
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