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BACKGROUND/

INTRODUCTION
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Astoria believes these 
strategies have a high 

probability of producing an 
attractive risk/reward over a 

12-18 month window.
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WHY DID I START PRODUCING AN ANNUAL ETF OUTLOOK 6 YEARS AGO?

Á I was the first person in the industry to take on the concept of marrying 

macro/quantitative content with actionable investment ideas in a dedicated ETF 
annual outlook.

Á I never included the more established ETFs (SPY, IWM,QQQ) in my report.Those are 

interesting products but if everyone is using them, how would I differentiate 
myself? In order for an investor to outperform, one needs to (1) have an out of 
consensus view (2) time the position properly and (3) size it accordingly.

Á The 10 ETFs for 2019 is not an exhaustive or diversified portfolio. If you are 
interested in an asset allocation strategy, Astoria has solutions which our team would 
be happy to discuss.

4

TO BE CLEAR, THE INCLUSION OF EMOJIS WAS MY IDEA.  

I WOULD LIKE TO ACKNOWLEDGE AND THANK NICK 

CERBONEFOR HIS CONTRIBUTION TO THIS REPORT.  

ANY MISTAKES, ERRORS, OR OMISSIONS ARE THAT OF THE 

AUTHOR.

I, My, Author = John Davi.Our, We = Astoria Portfolio Advisors

https://twitter.com/astoriaadvisors?lang=en
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A LOT OF RESEARCH PRODUCED ISNõT ACTIONABLE OR FORWARD 

LOOKING WHICH BEGS THE QUESTION WHY ITS PRODUCED IN THE 

FIRST PLACE
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Astoria's Research

Forward Looking

Actionable

Macro/Quantitative

Multi-Factor/Multi-Asset Investment 
Discipline

Á Astoria believes these ETFs have a high probability of producing an attractive 

risk/reward on a 12-18 month basis.

Á In general, we prefer to generate our equity returns via systematic, rules-based, 
multi -factor strategies across the quality, value, and low volatility space. We like 

high-quality US stocks with above-average ROE/ROA.We're attracted to single digit 
P/E Ratios in the EM value space.

Á In 2018, we began to allocate to cash as we felt that on a per unit of risk basis, itwas 

attractive. We continue to think cash is an attractive risk/reward.

Á We have 3 bond ideas and 3 alternative strategies to help lower our portfolio beta.
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RECAP OF 2018

6

Less 

Liquidity

Fed Was 
Behind The 

Curve

Bear Market Across 
All Assets

Astoria warned about the 
negative repercussions of 

lower liquidity in 
November 2017.

https://pixabay.com/en/crash-statistics-chart-graphic-bar-215512/
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ASTORIA WAS SKEPTICAL ON RISK ASSETS WHEN WE PUBLISHED OUR 

2018 OUTLOOK ON DECEMBER 6, 2017
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Á Astoria Portfolio Advisors was very vocal about the negative 

implications of Quantitative Tightening (QT), Fed rate hikes, 
and ECB tapering their balance sheet (i.e. less liquidity and 
higher volatility). Frankly, we were not surprised by the poor 

performance of risk assets in 2018.This was a key driver 
ōŜƘƛƴŘ !ǎǘƻǊƛŀΩǎ ŘŜŎƛǎƛƻƴ ǘƻ hedge risk assets, underweight 
equities, and include alternatives across all of our multi-asset 

portfolios throughout 2018.

Á Liquidity was a big driver behind the increase in financial 
assets between 2009 and 2017. Hence, it is logical that a 

reduction in liquidity (if not unwound properly) would have 
negative repercussions. The Fed needs to be more 
accommodative with their interest rate policy and their 

balance sheet unwind program in order to ensure stability in 
the financial system.

Á We were very vocal saying that the 3 things that made us 

bullish in 2017 (muted inflation, tremendous liquidity, and 
great earnings) would all decline on the margin in 2018. In our 
2018 outlook, our tagline was 'hedge your risk assets'.
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ASTORIA HAD AN OUT OF CONSENSUS VIEW ON 2018.WHEN WE PUBLISHEDOUR 

2018 OUTLOOK, BITCOIN WAS APPROACHING THE 20K LEVEL, S&P 500 OPERATING 

EARNINGS PEAKED AT 19.5X, AND EUPHORIA WAS SKY HIGH.
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Our 2018 Call

a) Liquidity would decline due to 
Fed rate hikes & QT

b) The YoY decline in earnings 
would decline

c) Risk assets would struggle due 
to lower liquidity 

d) Hedge your risk assets

Á There is no doubt that the marketexperienced a global 

growth scare in 2018 generated by (1) an overly 
aggressive Fed (2) uncertainty over trade war(3) a 
rollover in economic data.

Á Astoria argued in July 2018 that cash per unit of risk was 
attractive. We were early with that call with many arguing 
that same point in November/December/January.

Á !ǎǘƻǊƛŀΩǎ Ŏŀƭƭ ŦƻǊ нлму ǿŀǎ

https://twitter.com/astoriaadvisors?lang=en
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Capital 
Preservation

Diversification

Lower Your 
Portfolio Beta

Quality

Low Volatility
KEY THEMES 

FOR 2019

https://pixabay.com/en/time-clock-head-woman-face-view-1739629/
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ASTORIA'S PLAYBOOK FOR 2019
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Our 2019 Playbook
a) Buy systematic, multi-factor 
(low vol, quality, value) overseas

b) Buy US companies with 
strong ROE/ROA

c) Include alternatives to lower 
your portfolio beta

d) Utilize short duration, high-
quality bond funds

e) Be tactical/dynamic

Á !ǎǘƻǊƛŀΩǎ Ǉƭŀȅōƻƻƪ ŦƻǊ нлмф ƛǎ

https://twitter.com/astoriaadvisors?lang=en
https://www.linkedin.com/in/john-davi-93414510/
https://www.astoriaadvisors.com/
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ASTORIA IS A VALUE INVESTOR AT HEART.WE ARE ATTRACTED TO RISK 

ASSETS WHICH MEET OUR INVESTMENT CRITERIA.
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Á Value is emergingacross the global equity space. Investors' disdain for 

global equities is quite highΦ ¢Ƙŀǘ ǳǎǳŀƭƭȅ ƳŜŀƴǎ ƛǘΩǎ ǘƘŜtime to buy.

Á Astoria is turning constructive after being skeptical on risk assets last 
year. We are a buyer of risk assets at these valuation levels.Our 

preferences is for systematic, rules-based, and multi -factor strategies.

Á We are attracted to US companies with strong ROE and ROA(i.e. high-
quality stocks).

Á On the international front, we are attracted to value, quality, and low 
volatility strategies which are dynamically currency hedged.

Á We like Emerging Markets (which per consensus have the highest 

earnings growth rate in 2019 and the amongst the lowest P/E Ratio). 
We view EM equities as a once in a decade opportunity.

Á Astoria is concernedabout the supply/demand imbalance for bonds in 

2019.

Á We believe investors should look at alternatives which are return 

generators, as well as risk reducers.Merger arbitrage is our top 
ŀƭǘŜǊƴŀǘƛǾŜ ƛŘŜŀΦ

Á When the world was swimming in a world of liquidity, buy and hold 

was the right strategy.We no longer believe that strategy will work as 
the Fed normalizes its balance sheet, global economies continue to 
decouple, and policy risk remains elevated.5ƻƴΩǘ ōŜ ŀŦǊŀƛŘ ǘƻ ōŜ 

ǘŀŎǘƛŎŀƭ ŀƴŘ ŘȅƴŀƳƛŎ ƛƴ нлмфΦ

Á And of course, we will be including alternatives to soften our portfolio 
volatility. That is, after all, !ǎǘƻǊƛŀΩǎ Ψ¢ǊǳŜ bƻǊǘƘΩΦ

https://pixabay.com/en/hiker-walker-rambler-lego-walk-1984421/
https://twitter.com/astoriaadvisors?lang=en
https://www.linkedin.com/in/john-davi-93414510/
https://www.astoriaadvisors.com/


ASTORIAõS KEY THEMES FOR 2019:HIGH-QUALITY,  VALUE, LOW VOLATILITY, ULTRA-

SHORT DURATION BOND, EXTRACT RISK PREMIA FROM M&A MARKET
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Quality has one of the 
best Sharpe Ratios over 

time

Cash per unit of risk is 
attractive

Markets experienced a 
deflation scare in Q4 but 
ǿŜ ǘƘƛƴƪ ǘƘŀǘΩǎ 

temporary

Diversify your factors to 
achieve higher risk 
adjusted returns

Avoid illiquid strategies 
until rate hikes are done 
and until there is clarity 
ƻƴ ǘƘŜ CŜŘΩǎ ōŀƭŀƴŎŜ 

sheet unwind

Shift your portfolio 
towards high-quality, 

value, and low vol stocks

Companies with strong 
ROE/ROA should be 
rewarded in 2019

Capture the risk premia 
in the M&A market

Lower your portfolio 
beta via alternatives 

which are risk reducers & 
return enhancers

The days of buy and hold 
are over. Be more 
tactical with your 

portfolio.

https://pixabay.com/en/migration-integration-migrants-3129340/
https://pixabay.com/en/money-dollars-success-business-1428587/
https://pixabay.com/en/badge-sticker-label-stamp-ribbon-2008747/
https://pixabay.com/en/fear-anxiety-emotion-worry-scared-2019930/
https://pixabay.com/en/mood-nature-river-water-flow-1335737/
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Global economy 
tanks further

Dovish Fed Fed rate cut
hǳǊ ƭƛǉǳƛŘ ŀƭǘǎ ŘƻƴΩǘ 

carry well

Back end 
outperforms front 

end

Buy and hold 
'works'

Rates decline & 
M&A blows up

Cyclicals > 
Defensives

Low-quality > High-
quality

Inflation spikes and 
cash underperforms 
the rate of change in 

inflation

Liquidity inflects 
higher

WHAT ARE THE BIGGEST RISKS THAT COULD MAKE OUR 2019 PLAYBOOK WRONG? 

https://twitter.com/astoriaadvisors?lang=en
https://www.linkedin.com/in/john-davi-93414510/
https://www.astoriaadvisors.com/
https://pixabay.com/en/accident-injury-risk-banana-peel-994009/
https://pixabay.com/en/banner-header-attention-caution-1165979/
https://pixabay.com/en/thunder-thunderstorm-violet-purple-953118/


3 INVESTMENT 

RULES ASTORIA 

BELIEVES IN
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Astoria is excited as 
we see a lot of 
intrinsic value.

2019 -> Can't wait!

https://twitter.com/astoriaadvisors?lang=en
https://www.linkedin.com/in/john-davi-93414510/
https://www.astoriaadvisors.com/
https://tenor.com/view/cant-wait-football-sports-bart-scott-excited-gif-5487193


3 INVESTMENT RULES ASTORIA BELIEVES IN:  (1) BE SYSTEMATIC (2) BE DISCIPLINED 

AND (3) DONõT FORGET RULE (1) AND (2)

15

Be 
Systematic

Be 
Disciplined

Rinse 
& Repeat

Á The Tim Duncan led San Antonio Spurs were boring, dull, and hard to watch on 

TV. Despite other teams being more 'exciting', Tim Duncan won 5 rings. The Spurs 
were systematic and disciplined which helped the team win those championships.

Á Make sure that you are systematic and diligent with your investment approach.Timing 

the market is difficult to do on a systematic basis.

Á There is an old saying on Wall Street that investors STOP panicking when Central Banks 
START to panic. Stocks may struggle until (1) the Fed meaningfully turns dovish (2) 

there is a resolution to trade policy and (3) economic data inflects higher.

Á However, after being skeptical and flat out bearish at some points in 2018, we see a lot 
of intrinsic value in stocks.

https://www.slamonline.com/nba/san-antonio-spurs-culture/
https://twitter.com/astoriaadvisors?lang=en
https://www.linkedin.com/in/john-davi-93414510/
https://www.astoriaadvisors.com/


ASTORIAõS RESEARCH 

IS DIFFERENTIATING 

AND FORWARD 

LOOKING
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Astoria'smission is to 
produce the highest quality 
macro & quantitative ETF 

content and produce 
attractive risk-adjusted 

returns over varying 
economic cycles.

https://twitter.com/astoriaadvisors?lang=en
https://www.linkedin.com/in/john-davi-93414510/
https://www.astoriaadvisors.com/


17

άwƛƎƘǘ ƴƻǿ ƛǎ ǿƘŜƴ ȅƻǳ 

want to get more 
defensive, raise cash, 
have alternatives, and 

hedge your portfolio 
more. Our view is that 
the cycle is over. People 

keep talking late cycle. 
We are in a new stock 
ƳŀǊƪŜǘ ŎȅŎƭŜΦέ ςJuly 2018

ά¢ƘŜ ǊŀǘŜ ƻŦ ŎƘŀƴƎŜ ǘƘŀǘ ƳŀŘŜ ƳŜ ōǳƭƭƛǎƘ 

in 2017 (muted inflation, tremendous 
liquidity, and great earnings) is going to 
decline on the margin in 2018. The real 

story for 2018 is the decline of liquidity 
from rate hikes, QT, and ECB tapering. My 
big call for 2018 is hedge risk assets, own 

uncorrelated assets, and diversify your 
ǇƻǊǘŦƻƭƛƻΦέ ςJanuary 2018

ά/ŀǎƘ ǇŜǊ ǳƴƛǘ ƻŦ Ǌƛǎƪ ƛǎ 

ǾŜǊȅ ŀǘǘǊŀŎǘƛǾŜΦ  ²ŜΩǾŜ 
been shifting the portfolio 
to be more defensive. We 

are not surprised by the 
increase in volatility. This 
ǿŀǎ ƻǳǊ ŎŀƭƭΦ έ ςOctober 

2018

TV INTERVIEWS

July 2018

December 2017

October 2018

https://www.bloomberg.com/news/videos/2018-07-05/reading-the-dark-signs-in-etf-flows-video
https://finance.yahoo.com/video/concerned-investors-volatile-market-174724721.html
https://www.bloomberg.com/news/videos/2017-12-27/the-year-of-the-hedge-for-etfs-video
https://twitter.com/astoriaadvisors?lang=en
https://www.linkedin.com/in/john-davi-93414510/
https://www.astoriaadvisors.com/


November 2017

"The markets, however, trade on the margin 
and 2018 will begin to see liquidity decline in 

the US.The Fed has started to raise rates, 
wants to hike more, and QT will further reduce 

liquidity. The repercussions are quite 
ǎƛƎƴƛŬŎŀƴǘΣ ŜǎǇŜŎƛŀƭƭȅ ƻƴ ǘƘŜ ƳŀǊƎƛƴΦ

What are the investment implications if, on the 
margin, liquidity deteriorates?While we have 
been vocal about our constructive outlook and 

our Multi-Asset Risk Strategy ETF model 
ǇƻǊǘŦƻƭƛƻ Ƙŀǎ ōŜƴŜŬǘŜŘ ŀŎŎƻǊŘƛƴƎƭȅ ό{ƘŀǊǇŜ 
Ratio over 3 this year), we are managing our 

risk appropriately by incorporating asset 
classes such as gold, liquid alternatives, and 

long dated treasuries.

We have found these to be good portfolio 
ŘƛǾŜǊǎƛŬŜǊǎ ŀƴŘ ŎŀǊǊȅ ǿŜƭƭ ǿƛǘƘƛƴ ŀƴ 9¢C 

portfolio construct."

INFLUENTIAL 

RESEARCH,  ARTICLES,  

& WEBCASTS OF 2018
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https://www.astoriaadvisors.com/single-post/2017/11/30/Liquidity-and-Volatility-–-a-direct-linkage

