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Astoria believes these
strategies have a high
probability of producing an
attractive risk/reward over a
12-18 month window.

BACKGROUND/
INTRODUCTION
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WHY DID I START PRODUCING AN ANNUAL ETF OUTLOOK 6 YEARS AGO?


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.



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.



I WOULD LIKE TO ACKNOWLEDGE AND THANK NICK
CERBONE FOR HIS CONTRIBUTION TO THIS REPORT.

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

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.

ANY MISTAKES, ERRORS, OR OMISSIONS ARE THAT OF THE
AUTHOR.

I, My, Author = John Davi. Our, We = Astoria Portfolio Advisors
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A LOT OF RESEARCH PRODUCED ISN’T ACTIONABLE OR FORWARD
LOOKING WHICH BEGS THE QUESTION WHY ITS PRODUCED IN THE
FIRST PLACE




Astoria believes these ETFs have a high probability of producing an attractive
risk/reward on a 12-18 month basis.
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.



In 2018, we began to allocate to cash as we felt that on a per unit of risk basis, it was
attractive. We continue to think cash is an attractive risk/reward.



We have 3 bond ideas and 3 alternative strategies to help lower our portfolio beta.

Astoria's Research

Forward Looking

Actionable

Macro/Quantitative

Multi-Factor/Multi-Asset Investment
Discipline
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Astoria warned about the
negative repercussions of
lower liquidity in
November 2017.

RECAP OF 2018

Less
Liquidity
Fed Was
Behind The
Curve
Bear Market Across
All Assets
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ASTORIA WAS SKEPTICAL ON RISK ASSETS WHEN WE PUBLISHED OUR
2018 OUTLOOK ON DECEMBER 6, 2017


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
behind Astoria’s decision to hedge risk assets, underweight
equities, and include alternatives across all of our multi-asset
portfolios throughout 2018.



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.



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 PUBLISHED OUR
2018 OUTLOOK, BITCOIN WAS APPROACHING THE 20K LEVEL, S&P 500 OPERATING
EARNINGS PEAKED AT 19.5X, AND EUPHORIA WAS SKY HIGH.


There is no doubt that the market experienced a global
growth scare in 2018 generated by (1) an overly
aggressive Fed (2) uncertainty over trade war (3) a
rollover in economic data.



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.



Astoria’s call for 2018 was

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
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Capital
Preservation

KEY THEMES
FOR 2019

Low Volatility

Quality

Diversification

Lower Your
Portfolio Beta
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ASTORIA'S PLAYBOOK FOR 2019

Our 2019 Playbook
 Astoria’s playbook for 2019 is

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, highquality bond funds
e) Be tactical/dynamic
10

ASTORIA IS A VALUE INVESTOR AT HEART. WE ARE ATTRACTED TO RISK
ASSETS WHICH MEET OUR INVESTMENT CRITERIA.


Value is emerging across the global equity space. Investors' disdain for
global equities is quite high. That usually means it’s the time to buy.



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.



We are attracted to US companies with strong ROE and ROA (i.e. highquality stocks).



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



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.



Astoria is concerned about the supply/demand imbalance for bonds in
2019.



We believe investors should look at alternatives which are return
generators, as well as risk reducers. Merger arbitrage is our top
alternative idea.



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. Don’t be afraid to be
tactical and dynamic in 2019.



And of course, we will be including alternatives to soften our portfolio
volatility. That is, after all, Astoria’s ‘True North’.
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ASTORIA’S KEY THEMES FOR 2019: HIGH-QUALITY, VALUE, LOW VOLATILITY, ULTRASHORT DURATION BOND, EXTRACT RISK PREMIA FROM M&A MARKET

Quality has one of the
best Sharpe Ratios over
time

Cash per unit of risk is
attractive

Shift your portfolio
towards high-quality,
value, and low vol stocks

Companies with strong
ROE/ROA should be
rewarded in 2019

Markets experienced a
deflation scare in Q4 but
we think that’s
temporary

Diversify your factors to
achieve higher risk
adjusted returns

Avoid illiquid strategies
until rate hikes are done
and until there is clarity
on the Fed’s balance
sheet unwind

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

Global economy
tanks further

Dovish Fed

Fed rate cut

Our liquid alts don’t
carry well

Back end
outperforms front
end

Buy and hold
'works'

Rates decline &
M&A blows up

Cyclicals >
Defensives

Low-quality > Highquality

Inflation spikes and
cash underperforms
the rate of change in
inflation

Liquidity inflects
higher
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Astoria is excited as
we see a lot of
intrinsic value.

3 INVESTMENT
RULES ASTORIA
BELIEVES IN

2019 -> Can't wait!
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3 INVESTMENT RULES ASTORIA BELIEVES IN: (1) BE SYSTEMATIC (2) BE DISCIPLINED
AND (3) DON’T FORGET RULE (1) AND (2)


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.



Make sure that you are systematic and diligent with your investment approach. Timing
the market is difficult to do on a systematic basis.



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.



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

Rinse
& Repeat

Be
Systematic

Be
Disciplined
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ASTORIA’S RESEARCH
IS DIFFERENTIATING
AND FORWARD
LOOKING

Astoria's mission is to
produce the highest quality
macro & quantitative ETF
content and produce
attractive risk-adjusted
returns over varying
economic cycles.
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December 2017
“The rate of change that made me bullish
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
portfolio.” –January 2018

TV INTERVIEWS
July 2018
“Right now is when you
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
market cycle.” –July 2018

“Cash per unit of risk is
very attractive. We’ve
been shifting the portfolio
to be more defensive. We
are not surprised by the
increase in volatility. This
was our call. ” –October
2018

October 2018
17

INFLUENTIAL
RESEARCH, ARTICLES,
& WEBCASTS OF 2018
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
signiﬁcant, especially on the margin.
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
portfolio has beneﬁted accordingly (Sharpe
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
diversiﬁers and carry well within an ETF
portfolio construct."

18

“We are worried
about the rate of
change for liquidity.
That has me worried a
lot! Markets trade on
the margin and the
rate of change is
critical for investing.
The liquidity
component will now
change in 2018:
particularly on the
margin. Given that
liquidity will decline,
we’re incorporating
hedges in our
portfolio…”

December 2017

December 2017

”We’ve been bullish for some
time, and think there’s a high
probability this late-cycle, procyclical rally will continue, at
least for the first one to two
quarters.
But I'm watching for one of
three things to change my
outlook. First, to see if liquidity
starts to deteriorate. Second, if
this synchronized earnings
recovery collapses, and finally to
see if inflation materially rises.
In the second half of the year,
we’ll likely see higher dispersion
because we'll have a few rate
hikes. By definition, Fed rate
hikes and their Quantitative
Tightening program will result in
a decline in liquidity. The rate of
change is what drives markets,
and if on-the-margin liquidity
declines, there are significant
implications for investors’
portfolios.”
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January 2018

February 2018

February 2018

20

April 2018

July 2018

September 2018

21

September 2018

October 2018

22

This is the 6th year that I
have put out a dedicated
annual outlook which
marries macro/quantitative
content with actionable ETF
investment ideas.

10 ETFS FOR 2019
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Merger Arbitrage is Astoria's top
alternative idea.
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Astoria believes that investors
should start to replace some of
their equity exposure with
strategies that produce equity-like
returns but with lower volatility.

-.5



14%

.0
0%

IQ Merger Arbitrage ETF

16%

Average Annual Return



Distribution of 12 Month M&A Returns in Different Risk Free Rate Regimes

Average 12 Month Risk Free Rate
Merger Arb Returns
Source: IndexIQ, NY Life Investments, FactSet, Bloomberg as of 10/31/2018. Merger arb returns are represented by an average of the returns
to the HFRI ED Merger Arbitrage Index and the Credit Suisse Event-Driven, Risk Arbitrage Index. The risk-free rate is represented by the U.S.
Treasury 91-Day Bill Yield. Past performance is not a guarantee of future results, which may vary. It is not possible to invest directly in an index.
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Merger Arbitrage is tied to the
interest rate cycle.

Rolling 12 Month M&A Returns



25%

Rolling 12 Month Average Risk Free Rate

Rolling 12 Month M&A Returns vs ST Interest Rates

(1) MNA

12 Months Ending
Merger Arb Returns

RF (RHS)

Source: IndexIQ, NY Life Investments, FactSet, Bloomberg as of 10/31/2018. Merger arb returns are represented by an average o f the returns
to the HFRI ED Merger Arbitrage Index and the Credit Suisse Event-Driven, Risk Arbitrage Index. The risk-free rate is represented by the U.S.
Treasury 91-Day Bill Yield. Past performance is not a guarantee of future results, which may vary. It is not possible to invest directly in an index.
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5000

Lowest

Low
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2017
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1985

1983

1981

1979

1977

1975

500

1973

The highest quintile of profitable
companies has historically
outperformed all other quintiles
(see chart to the right). Past
performance is not indicative of
future results.

$59,975

1971



50000

1969

Astoria believes it is time to sell
cyclicals and transition to highquality stocks.

$404,222
$276,117
$231,359
$209,874
$153,267

1967



500000

1965

WisdomTree U.S. Quality Dividend
Growth Fund

1963



Cumulative Growth of $1,000

(2) DGRW

Market

Source: Kenneth French Data Library, with data as of 12/31/17, WisdomTree. Period based on availability of operating profita bility returns
sorted into quintiles, beginning 6/30/63. Universe is U.S.-listed equities grouped on the basis of operating profitability. Past performance is not
indicative of future results. Sharpe Ratio: Measure of risk-adjusted return. Higher values indicate greater return per unit of risk, specifically
standard deviation, which is viewed as being desirable.
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(2) DGRW


Astoria believes US valuations are
attractive after a massive derating
in Q4. However, we prefer to pick
US stocks with above-average ROE
& ROA.

Source: WisdomTree, Bloomberg.

High-quality usually does well
at this point of the economic
cycle

Astoria prefers
US stocks with
high ROE and
high ROA

When the economy is
accelerating, owning
cyclicals is generally a good
risk/reward. However, the
global economy is now
slowing which favors
defensives and higher
quality stocks.
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(2) DGRW


WisdomTree screens for stocks
with high ROA and ROE.



The quality factor ranking is based
on three-year historical averages
for ROE and ROA.



Firms expected to grow their
earnings faster, all other things
being equal, should have greater
potential to increase their future
dividends faster.
Source: WisdomTree.

Source: WisdomTree, Zephyr StyleADVISOR, S&P, Bloomberg.
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(3) USMF

Systematic, Factor Investing



WisdomTree U.S. Multifactor Fund



USMF checks a lot of boxes for
Astoria.

Multifactor

Systematic

Low-cost

Systematic, Technical Factors

Value + Quality

Low Correlation
Momentum

Combining factors in a portfolio has historically produced
higher Sharpe Ratios when held over long periods of time
Rulesbased

Source: Astoria Portfolio Advisors.

Tax
Efficient
Wrapper

Source: WisdomTree, Zephyr StyleADVISOR, S&P, Bloomberg.
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(3) USMF

The table shows the
excess returns
associated with
value, size, quality,
momentum, and low
volatility factors

Source: Kenneth R. French Data Library, WisdomTree. Refer to footnotes in the appendix for more details.
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(3) USMF


Hypothetical PIP Performance for
WT U.S. Multifactor Index vs WT
800 Equal Weight Index and S&P
500 Index, 3/1/2001–5/31/2017
(Adjusted for expenses of the
WisdomTree U.S. Multifactor
Fund). Refer to the appendix for
more details.

Source: WisdomTree, Zephyr StyleADVISOR as of 5/31/2017. Prior to June 12, 2017, the data associated with the WisdomTree U.S.
Multifactor Index represent PIP data. See the important information in the appendix regarding PIP Data. Past performance is n ot indicative of
future results. You cannot invest directly in an index. Index performance does not represent actual fund or portfolio performan ce. A fund or
portfolio may differ significantly from the securities included in the index. Index performance assumes reinvestment of dividends but does
not reflect any management fees, transaction costs or other expenses that would be incurred by a portfolio or fund, or broker age
commissions on transactions in fund shares. Such fees, expenses and commissions could reduce returns. *Hypothetical Index
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(3) USMF


Hypothetical performance. Refer to
the appendix for additional details
on the historical simulation of this
analysis.

Source: WisdomTree, Zephyr Style ADVISOR, as of 5/31/17. Prior to 6/12/17, the data associated with the WisdomTree U.S. Multifa ctor Index
represents PIP data. See the footnotes in the appendix for more information regarding PIP data. Past performance is not indic ative of future
results. You cannot invest directly in an index. Index performance does not represent actual fund or portfolio performance. A fund or portfolio
may differ significantly from the securities included in the index. Index performance assumes reinvestment of dividends but d oes not reflect any
management fees, transaction costs or other expenses that would be incurred by a portfolio or fund, or brokerage commissions on transactions
in fund shares. Such fees, expenses and commissions could reduce returns. WT 800 Equal Weight is the Top 800 stocks by market cap taken
from the WisdomTree U.S. Multifactor methodology, equally weighted.

32

(4) JPST


JPMorgan Ultra-Short Income ETF



Remember nobody wanted to own
cash from 2011 to 2017?



Investors were indiscriminately
buying bonds for any yield they
could get and cash was a forgotten
asset.

With the yield curve currently flat,
Astoria believes that short duration
bond funds are attractive on a
relative basis

In Astoria’s view, earning 2%-3% in a
short duration, high-quality bond
fund is a good risk/reward

Source: Bloomberg.
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(5) USMV


iShares Edge MSCI Min Vol USA ETF

Min vol historically does well
during late cycle phase

USMV contains approximately 200 stocks

USMV has a built-in optimization process

A systematic, rules-based, and low volatility approach strategically
aligns with Astoria's macroeconomic research view
Source: Astoria Portfolio Advisors.

Source: Bloomberg as of January 3, 2019.
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(6) EMMF


WisdomTree Emerging Markets
Multifactor Fund



In Astoria's view, EM is offering you
a once in a decade opportunity to
purchase an asset which is severely
discounted and with strong
earnings growth.



This is the first year that I have had
an outright long EM delta idea.

Astoria believes EM equities are
attractive. Why?

Cheap P/E Ratio

High earnings growth
A lot of the selling already occurred

Plenty of research has been produced showing higher risk-adjusted
returns can be achieved when harvesting a basket of factor risk
premia in a low-cost format
Astoria prefers a rules-based, systematic factor approach when
owning EM stocks. As per WisdomTree, EMMF has a 9 P/E Ratio.
Source: Astoria Portfolio Advisors. P/E Ratio for EMMF is from WisdomTree.

Source: WisdomTree, Zephyr StyleADVISOR, S&P, Bloomberg.
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Quarterly Rebalance
Start with a Broad Universe of Public Companies in Each Region

(6) EMMF


EMMF screens for companies with the
highest composite scores based on two
fundamental factors (1) value and (2)
quality and two technical factors (3)
momentum and (4) correlation.

Astoria's view is that
EM stocks should be
a core long-term
holding. Single digit
P/E Ratio + with
above-average
earnings growth is
attractive.

Assign Each Stock a Composite Multifactor Score
Select Top 200 Stocks with the Highest Multifactor Score per Region
Assign Each Stock a Volatility Score (Trailing 12-Month Volatility) Rewarding Less Volatile Stocks
Final Rules-Based Screen
½ Weight Multifactor Score (Alpha Signal)
½ Weight Volatility Score
Sector & Country +/- 5% Bands to Mitigate Sector & Country Tilts versus Respective Market Cap
Weighted Universe
Source: WisdomTree.

Source: WisdomTree.
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(6) EMMF


EMMF dynamically hedges its
currency. See table to the right for
recent hedge ratios.

Source: WisdomTree, Record Currency
Management. Hedge ratios as of 10/4/2018
hedge rebalance date. *International hedge
ratios rebalance monthly. Emerging market
hedge ratios rebalance bi -weekly. Subject to
change.

As of December
26, 2018, the
P/E Ratio for
EMMF was 9.81

Source: WisdomTree.
Source: WisdomTree, FactSet as of 12/31/2018. Subject to change. Funds selected for comparison are largest multifactor funds identifi ed in
emerging market space. EEM selected as ETF tracking the broad market capitalization emerging markets universe.
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(7) RVNU


Xtrackers Municipal Infrastructure
Revenue Bond ETF



Comprised of bonds issued by state
and local municipalities where the
interest and principal repayments
are generated from dedicated
revenue streams or doublebarreled entities (whose bonds are
backed by both a dedicated
revenue stream and a general
obligation pledge).

Source: Deutsche Xtrackers, DWS.
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(8) COM


Direxion Auspice Broad Commodity
Strategy ETF



Markets experienced a deflation
scare in Q4.



Nonetheless, Astoria believes
commodities still serve a valuable
place in multi-asset portfolios as
they have low correlations to
traditional asset classes and have
historically provided a hedge
against rising inflation.

COM is a systematic, rules-based
ETF

COM outperformed PDBC, COMB,
and DBC by 11%-12% in 2018

Source: Bloomberg.
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(8) COM


In Astoria's view, commodities
should be tactically traded – these
are not buy and hold securities.



COM uses a systematic, rulesbased methodology and can go to
cash with an individual commodity
if price trends dictate.

(1) It has the ability to go to cash with an individual
commodity based on price trends
Astoria is
attracted to
COM because

(2) Position sizing and rebalancing are based on the
component’s historical volatility
(3) The Index roll strategy seeks to minimize the negative
impact and maximize the positive impact of contango
and backwardation by selecting the contract with the
highest expected roll return along the forward curve

Source: Bloomberg, Direxion, Auspice. Date range: All other index data from 10/29/2010-12/31/2018. Past performance does not guarantee
future results. Index price returns are historical and are not representative of any fund performance. The above table shows price return data for
all indices. One cannot invest directly in an index.
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(9) IAU


iShares Gold Trust



Gold serves as a portfolio
diversifier against (1) policy
uncertainty (2) exogenous shocks
and (3) is uncorrelated to stocks.



Our allocation towards gold
lowered our portfolio volatility in
Q4 2018 as gold rose 7.53% while
the S&P 500 Index declined
13.52%.

Given elevated levels of economic
uncertainty, Astoria believes gold
remains attractive and carries well
in a portfolio

With deteriorating dollar
fundamentals, Astoria favors
holding gold in our multi-asset
portfolios

Astoria Portfolio Advisors is also utilizing GLD and SGOL for our clients. Please contact us if you are interested in understanding the differences.
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(10) USFR


WisdomTree Floating Rate Treasury
Fund

USFR is a cashlike strategy
whose rates
rise/fall with the
most recent 3month Treasury
Bill

In Astoria's view, floating rate
treasury securities represent an
effective way for investors to help
reduce their exposure to rising
interest rates...

….while generating income
payments that are backed by the
full faith and credit of the US
government (hence no credit risk)

Performance is historical and does not guarantee future results.
Source: WisdomTree, Zephyr StyleADVISOR, S&P, Bloomberg. Data as of January 7, 2019.

Based on the highest of each portfolio constituent as currently rated by Standard and Poor’s, Moody’s.
Source: WisdomTree, Zephyr StyleADVISOR, S&P, Bloomberg. Data as of December 27, 2018.
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(10) USFR


Astoria prefers to own high-quality
bonds and to keep duration short.

USFR has 99% AAA bonds
USFR has 100% of securities between 0-2 years
30 day SEC yield = 1.97% (as of 12/27/2018)
Effective duration = 0.02 years

Holdings are subject to change without notice.
Source: WisdomTree, Zephyr StyleADVISOR, S&P, Bloomberg. Data as of Dec 27, 2018.

Source: WisdomTree, Zephyr StyleADVISOR, S&P, Bloomberg. Data as of Dec 27, 2018.
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APPENDIX: CHARTS
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REMEMBER WHAT GEORGE SOROS SAID ABOUT REFLEXIVITY?


After witnessing virtually no volatility in 2017, it roared with a vengeance in 2018.



The 'rolling bear market' thesis was spot on.



For those equity bulls who do not acknowledge this 'rolling bear market', we don’t
know what data you are looking at.

’Rolling Bear
Market’
Commodities
Q4

Crypto Q1

US Stocks Q4

EM/DM Q2
Bonds Q2/Q3

45

ASTORIA BELIEVES INVESTORS SHOULD BE MORE TACTICAL AND DYNAMIC WITH
THEIR ASSET ALLOCATION


'Buy and hold' is the right theory but it just doesn’t work in practice.



US stocks declined over 45% twice over a 15 year period.



Those firms that were bulled up during this cycle when there was an embedded put,
well done.



However, those days are over. That CB put is in the process of being unwound.



In our view, investors should be more tactical/dynamic with their asset allocation
going forward.

Buy &
hold…

Source: Bloomberg. Standard & Poor's.

Illustration only.

works
when you
are in a bull
market…

Be tactical
but
systematic
in 2019…
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ASTORIA PREFERS TO MIX VALUE, QUALITY, AND LOW VOLATILITY DUE TO THE GIVEN
STATE OF THE GLOBAL ECONOMY


As someone who began working in this industry in Quantitative/Equity Derivatives
Research in 2000, I am believer in evidence-based, systematic investing.



There has been substantial literature produced which shows that investors can
achieve higher risk-adjusted returns by (1) harvesting factors in a low-cost format
(2) holding over a long period of time. Refer to the appendix for a select list of
papers.

3 factors
2 factors
1 factor

Illustration only.

Harvest
factor
premiums
in a lowcost format
over long
periods of
time
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GLOBAL EQUITY VALUATIONS ARE ATTRACTIVE POST THE Q4 DERATING
Stocks Are Trading Below Their 10 Year Median Forward P/E Valuations

Chart Source: 3D Asset Management. Data Source: Bloomberg.
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WILL S&P 500 EARNINGS ROLLOVER SIMILAR TO WHAT WE HAVE SEEN WITH THE REST
OF THE WORLD?

Chart Source: 3D Asset Management. Data Source: Bloomberg.
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STARTING VALUATIONS MATTER: IN ASTORIA'S VIEW, EM EQUITIES ARE OFFERING A
ONCE IN A DECADE OPPORTUNITY TO BUY A DEEPLY DISCOUNTED ASSET WITH
STRONG EARNINGS GROWTH
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Source: WisdomTree, Bloomberg, FactSet.
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GLOBAL GROWTH DECOUPLED SIGNIFICANTLY IN 2018
2017 Was All About Synchronized Global Growth. 2018
Was All About Asynchronized Global Growth.

Source: JP Morgan, Bloomberg, Astoria Portfolio Advisors.

Citigroup’s Economic Surprise Index Data Softened
Considerably In 2018

Source: Citigroup, Bloomberg, Astoria Portfolio Advisors.
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ECONOMIC UNCERTAINTY HAS CONSISTENTLY BEEN ELEVATED
2018 Saw Extreme Levels Of Policy Uncertainty

Source: Baker, Bloom, Davis, Bloomberg, Astoria Portfolio Advisors.
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KEEP YOUR EYE ON THE YIELD CURVE AND FINANCIAL CONDITIONS
While A Recession Isn’t Imminent (Historically The Range Is 9-20
Months When The 2s10s Invert), Astoria Simply Prefers To Be
Long High-Quality Within Our Equities And Bonds

Source: Bloomberg, Astoria Portfolio Advisors.

Keep Your Eye On Financial Conditions

Source: Bloomberg, Morgan Stanley, Astoria Portfolio Advisors.
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THE DECLINE IN LIQUIDITY IN 2018 WAS HUGE DRIVER BEHIND THE 2018 BEAR
MARKET
We Warned Investors In Our November 2017 Research Note
That The Decline In Liquidity In 2018 Would Be Problematic

Source: Bloomberg, Federal Reserve, CBOE, Astoria Portfolio Advisors.

Credit Spreads Widened 55Bps In 2018

Source: Bloomberg, Astoria Portfolio Advisors.

54

INFLATION BREAKEVENS FELL OFF A CLIFF IN Q4 2018
After Rising Sharply Since June 2017, The NY Fed Inflation
Gauge Index Declined In June 2018

Source: NY Federal Reserve Bank of NY, Bloomberg, Astoria Portfolio Advisors.

Weaker Economic Data + Uncertainty Over Trade Wars +
Collapse In Oil = Massive Decline In Inflation Breakevens

Source: Bloomberg, Astoria Portfolio Advisors.
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MARKET PUNDITS ARE CONCERNED ABOUT AN EARNINGS RECESSION IN 2019. WE
FEEL COMFORTABLE STAYING LONG RISK ASSETS BUT PREFER TO FOCUS ON EQUITIES
WHICH HAVE A MARGIN OF SAFETY.
We Have Seen S&P 500 Index Earnings Decouple From
Stock Prices

Source: S&P, Bloomberg, Astoria Portfolio Advisors.

Keep Your Eye On the VVIX (Volatility Of Volatility)
Index

Source: Bloomberg, CBOE.
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BE TACTICAL AND WAIT FOR THE CURRENT DEFLATION SCARE TO END BEFORE
ALLOCATING TO COMMODITIES
Commodities Have Underperformed The S&P 500 Index
By 380% Since 2009

Source: Bloomberg, Astoria Portfolio Advisors.

Despite The Horrific Environment For Risk Assets In 2018,
Commodities Underperformed Global Stocks By 100bps

Source: Bloomberg, MSCI, Barclays, Astoria Portfolio Advisors.
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Picking consistent winners in the
commodity space is difficult. This
is another reason why Astoria
prefers a diversified, basket
approach.

Year

2008

2009

2010

2011

2012

2013

2014

2015

2016

2017

Wheat

9.15

137.34

91.55

15.38

19.19

26.23

-1.51

4.99

37.42

27.58

Soybeans

5.53

128.20

83.66

10.23

18.38

12.64

-2.56

4.96

24.04

18.55

Corn

-10.65

103.58

51.75

9.50

12.11

7.19

-5.92

-9.63

15.57

16.19

Crude
Oil

-18.91

77.94

46.68

8.15

8.28

1.05

-11.52

-10.46

15.31

11.81

Gas

-24.30

54.22

34.05

2.78

8.00

-0.93

-16.81

-11.51

13.58

4.83

Gold

-24.87

50.73

32.89

-9.77

6.96

-7.01

-19.47

-11.72

11.14

2.89

Cotton

-27.92

49.14

29.67

-14.01

6.30

-7.49

-22.34

-14.52

9.48

2.89

Natural
Gas

-30.99

23.96

20.05

-17.82

4.68

-15.89

-28.79

-19.11

9.36

-9.10

Heating
Oil

-46.84

6.94

19.52

-22.73

3.75

-22.20

-31.70

-20.31

7.38

-12.96

Silver

-53.53

1.84

19.18

-27.46

-7.09

-28.26

-39.99

-24.44

6.05

-26.05

Copper

-53.63

-0.89

15.15

-32.15

-16.27

-35.92

-45.87

-30.47

-9.29

-39.07

Sugar

-59.28

-11.34

-20.94

-36.61

-18.15

-39.56

-48.48

-40.39

-24.49

-12.88

Source: Direxion Investments, Bloomberg. Date range: 1/1/2007-12/31/2017. Past performance does not guarantee future results. I ndex
returns are historical and are not representative of any fund performance. Total returns of the Index include reinvested divi dends. One cannot
invest directly in an index. The S&P GSCI is a composite index of commodity sector returns representing an unleveraged, long-only investment
in commodity futures that is broadly diversified across the spectrum of commodities. The above listed commodities represent some of the
individual components of that index. They qualify for inclusion in the S&P GSCI on the basis of liquidity and are weighted b y their respective
world production quantities.
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Commodities are mean reverting.

Source: Direxion Investments, Bloomberg.
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APPENDIX: ASTORIA'S FIRM BACKGROUND,
DISCLAIMERS, & FOOTNOTES
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ASTORIA PORTFOLIO ADVISORS - FIRM BACKGROUND
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ASTORIA’S LEADERSHIP IS COMPOSED OF PIONEERS IN THE ETF & ASSET
MANAGEMENT INDUSTRY

Astoria Portfolio Advisors’ Founder & CIO, John Davi,
has 20 years of experience spanning across Macro ETF
Strategy, Quantitative Research and Equity
Derivatives. John was Head of Morgan Stanley’s
Institutional ETF Content where he produced
hundreds of strategic content pieces over an 8-year
period. While working for Morgan Stanley, John
advised the world's largest Hedge Funds, Asset
Managers and Pension/Endowments. John spent 10
years in Merrill Lynch’s Equity Derivatives Research &
Global Equity Derivatives Desk.

David Clark is President and Head of
Business Development for Astoria Portfolio
Advisors. He has more than 25 years of
experience in the financial services industry.
David spent the first 18 years of his career at
Merrill Lynch (subsequently Bank of
America), holding various institutional sales
management and business development
leadership roles in London and New York. He
later spent six years at Société Générale,
where he was head of U.S. Sales for Global
Securities Financing, overseeing distribution
of ETF, Swap and Structured Financing
products.

Bruce Lavine is a Senior Advisor of Astoria
Portfolio Advisors. Bruce has a long history in the
ETF and asset management business beginning
with Barclays Global Investors over 20 years
ago. He was one of the earliest employees at
iShares and had roles including CFO, Head of
Product Development and CEO of iShares
Europe. In 2006, Bruce joined Wisdom Tree as
President and Chief Operating Officer. He was
there for 10 years as an employee and remains
active with Wisdom Tree today as a member of
their Board of Directors.
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FOOTNOTES


Slide 30: Trying to harvest return premia by grouping stocks with certain Factors together such as the Value, Size, Momentum and Profitability is known as Factor Investing and
is widely studied in both an academic and business setting. This slide aims to display the results of the research sourced below; categorizing by these factors does allow a return
premium to be observed. In the excess return category, the high 30% and low 30% is referring to the top 30% and bottom 30% respectively of a portfolio of stocks as a function
of how well those stocks exhibit the qualities of their respective factor category. In the case of low volatility, top and bottom 20% are being used due to data availability. By
finding the difference between the top and bottom 30%, shown as excess return in the table, the premia of concentrating on a certain factors’ qualities can be observed. 1)
Time period: Selected due to the data availability of the Quality factor on Kenneth R. French Data Library. 2) Value (HML): Measured as the ratio of book value of equity to
market value of equity of a firm, with higher values indicating a lower market price relative to this fundamental factor. Portfolio shown here is a large-cap portfolio. 3) Size
(SMB): Measured as the market value of equity, with smaller values indicating smaller market capitalization companies and larger values indicating larger market capitalization
companies. 4) Profitability (RMW), often referred to as Quality: Measures aspects of operating profitability. Portfolio shown here is a large-cap portfolio. 5) Momentum (MOM):
Means of measuring resilience of positive trends in share price behavior, with stronger resilience in exhibiting positive trends leading to higher momentum. Portfolio shown
here is a large-cap portfolio. 6) Excess Return: References the additional return generated by investing in securities with certain attractive fundamental factors (Value, Size,
Profitability, Momentum and Low Volatility) vs portfolios investing in securities with weak exposures to those same factors. Portfolios used here are large-cap portfolios except
for size. 7) Market (MK-RF): Refers to a market capitalization-weighted measure of the returns of all firms captured by the Center for Research in Security Prices and listed on
the New York Stock Exchange, American Stock Exchange or NASDAQ stock exchange. Volatility & Sharpe Ratio here are calculated on the returns of this measure. 8) Low
Volatility(Low Vol)- References securities with low variance. Portfolio shown here is a large-cap portfolio.



Slide 31 & 32: The returns, yield and other information presented in this presentation with respect to the WisdomTree U.S. Multifactor Index (WT U.S. Multifactor) prior to June
12, 2017, represent pre-inception index data (“PIP Data”) to illustrate how the Indexes may have performed had they been in exis tence prior to their respective inception dates.
PIP Data is based on a criteria applied retroactively with the benefit of hindsight and knowledge of factors that may have positively affected performance, and cannot account
for all financial risk that may affect the actual performance of The WisdomTree U.S. Multifactor Fund (the “ETF”), which seeks to track the Index, and has a net expense ratio of
0.28%. The ETF commenced operations on June 29th, 2017, and any performance prior to the inception of its Index on June 12, 2017 is hypothetical performance. PIP
Performance may differ from actual performance of the ETF, including due to Index tracking error and the imposition of transa ction costs for the ETF; and it does not reflect the
potential deviation between the market price and net asset value for ETF shares. While an investor cannot invest directly in the Index, for purposes of showing the PIP Data
herein, all Index information labeled as “(net)” represents the Index information net of the expense ratios of the ETFs. Call 866.909.WISE (9743) for a full description of the
Index Methodologies. Past performance is not indicative of future results.
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FOOTNOTES


You cannot invest directly in an index. Index performance does not represent actual fund or portfolio performance. A fund or portfolio may differ significantly from the
securities included in the index. Index performance assumes reinvestment of dividends but does not reflect any management fees, transaction costs or other expenses that
would be incurred by a portfolio or fund, or brokerage commissions on transactions in fund shares. Such fees, expenses and commissions could reduce returns. WisdomTree,
its affiliates and their independent providers are not liable for any informational errors, incompleteness, or delays, or for any actions taken in reliance on information contained
herein. Additional Index information is available at www.wisdomtree.com.



Neither MSCI nor any other party involved in or related to compiling, computing or creating the MSCI data makes any express or implied warranties or representations with
respect to such data (or the results to be obtained by the use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness,
merchantability or fitness for a particular purpose with respect to any such data. Without limiting any of the foregoing, in no event shall MSCI, any of its affiliates or any third
party involved in or related to compiling, computing or creating the data have any liability for any direct, indirect, specia l, punitive, consequential or any other damages
(including lost profits) even if notified of the possibility of such.



The Global Industry Classification Standard (“GICS”) was developed by and is the exclusive property and a service mark of MSC I Inc. (“MSCI”) and Standard & Poor’s (“S&P”), a
division of The McGraw-Hill Companies, Inc. and is licensed for use by WisdomTree Investments, Inc. Neither MSCI, S&P nor any other party involved in making or compiling the
GICS or any GICS classifications makes any express or implied warranties or representations with respect to such standard or classification (or the results to be obtained by the
use thereof), and all such parties hereby expressly disclaim all warranties of originality, accuracy, completeness, merchanta bility and fitness for a particular purpose with respect
to any such standard or classification. Without limiting any of the foregoing, in no event shall MSCI, S&P, any of their affi liates or any third party involved in making or compiling
the GICS or any GICS classifications have any liability for any direct, indirect, special, punitive, consequential or any other damages (including lost profits) even if notified of the
possibility of such damages.



Slide 47:


https://papers.ssrn.com/sol3/papers.cfm?abstract_id=2928945



https://www.amazon.com/Your-Complete-Guide-Factor-Based-Investing/dp/0692783652/ref=sr_1_5?ie=UTF8&qid=1546609312&sr=8-5&keywords=larry+swedroe



https://www.cfapubs.org/doi/pdf/10.2469/faj.v72.n6.3
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PHOTO SOURCES


Emojis throughout the presentation: https://emojipedia.org/



Slide 6: https://pixabay.com/en/crash-statistics-chart-graphic-bar-215512/



Slide 9: https://pixabay.com/en/time-clock-head-woman-face-view-1739629/



Slide 10: https://pixabay.com/en/new-year-s-day-new-year-s-eve-3683748/



Slide 11: https://pixabay.com/en/hiker-walker-rambler-lego-walk-1984421/



Slide 12:





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/

Slide 13:


https://pixabay.com/en/thunder-thunderstorm-violet-purple-953118/



https://pixabay.com/en/banner-header-attention-caution-1165979/



https://pixabay.com/en/accident-injury-risk-banana-peel-994009/



Slide 14: https://tenor.com/view/cant-wait-football-sports-bart-scott-excited-gif-5487193



Slide 15: https://www.slamonline.com/nba/san-antonio-spurs-culture/
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PHOTO SOURCES


Photo sources for slides 17-22 are from Astoria's previous blogs. Refer to our website for the corresponding citation. www.astoriaadvisors.com



Slide 23:


https://pixabay.com/en/usa-new-york-manhattan-the-rock-1778524/



https://pixabay.com/en/looking-glass-ocean-binoculars-918878/



Slide 24: https://pixabay.com/en/hands-shaking-hands-company-3127297/



Slide 25: https://pixabay.com/en/synergy-map-of-the-world-gears-3220529/



Slide 26: https://pixabay.com/en/quality-control-quality-1257235/



Slide 28: https://pixabay.com/en/quality-perfection-business-1182927/



Slide 33: https://pixabay.com/en/treasure-treasure-chest-euro-coins-76214/



Slide 38: https://pixabay.com/en/architecture-buildings-cars-city-1837176/



Slide 40: https://pixabay.com/en/wheat-ear-dry-harvest-autumn-865152/



Slide 41: https://pixabay.com/en/gold-bar-gold-bar-gold-bullion-296115/



Slide 45:





https://pixabay.com/en/bear-zoo-animal-beast-the-roar-1586715/



https://pixabay.com/en/spherical-ball-joint-newton-pendulum-746194/

Slide 47: https://pixabay.com/en/beach-balance-wallpaper-rock-sand-2178625/

66

WARRANTIES & DISCLAIMERS


Disclaimers | Not FDIC/NCUA Insured | Not a Deposit | May Lose Value | No Bank Guarantee | Not Insured | Past Performance is Not Indicative of
Future Returns



This is not an offer or recommendation to buy or sell any security.



Astoria may or may not own any of the ideas presented now or anytime in the future.



Any ETF holdings discussed are for illustrative purposes only and are subject to change at any time.



Readers are welcomed to follow Astoria's research, blogs, and social media updates to see how our portfolios are shifting throughout the year. Refer
to www.astoriaadvisors.com or @AstoriaAdvisors on Twitter.



This list is not meant to be strategic asset allocation portfolio, a trading idea, or an exhaustive portfolio.



There are no warranties implied. Astoria Portfolio Advisors LLC is a registered investment adviser. Astoria Portfolio Advisors LLC may only transact
business in those states in which it is registered or qualifies for an exemption or exclusion from registration requirements. Astoria Portfolio Advisors
LLC’s web site is limited to the dissemination of general information pertaining to its advisory services, together with access to additional investmentrelated information, publications, and links. Accordingly, the publication of Astoria Portfolio Advisors LLC’s web site on the Internet should not be
construed by any consumer and/or prospective client as Astoria Portfolio Advisors LLC’s solicitation to effect, or attempt to effect transactions in
securities, or the rendering of personalized investment advice for compensation, over the Internet. Any subsequent, direct communication by Astoria
Portfolio Advisors LLC with a prospective client shall be conducted by a representative that is either registered or qualifies for an exemption or
exclusion from registration in the state where the prospective client resides.



Copyright 2019 Astoria Portfolio Advisors LLC
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WARRANTIES & DISCLAIMERS


For information pertaining to the registration status of Astoria Portfolio Advisors LLC, please contact the state securities regulators for those states in which
Astoria Portfolio Advisors LLC maintains a registration filing. A copy of Astoria Portfolio Advisors LLC’s current written disclosure statement discussing Astoria
Portfolio Advisors LLC’s business operations, services, and fees is available at the SEC’s investment adviser public information website –
www.adviserinfo.sec.gov or from Astoria Portfolio Advisors LLC upon written request. Astoria Portfolio Advisors LLC does not make any representations or
warranties as to the accuracy, timeliness, suitability, completeness, or relevance of any information prepared by any unaffiliated third party, whether linked
to Astoria Portfolio Advisors LLC’s web site or incorporated herein and takes no responsibility therefor. All such information is provided solely for
convenience purposes only and all users thereof should be guided accordingly. This website and information presented is for educational purposes only and
does not intend to make an offer or solicitation for the sale or purchase of any specific securities, investments, or investment strategies. Investments involve
risk and unless otherwise stated, are not guaranteed. Be sure to first consult with a qualified financial adviser and/or tax professional before implementing
any strategy. This website and information are not intended to provide investment, tax, or legal advice.



Past performance is not indicative of future performance. Indices are typically not available for direct investment, are unmanaged, and do not incur fees or
expenses. This information contained herein has been prepared by Astoria Portfolio Advisors LLC on the basis of publicly available information, internally
developed data and other third-party sources believed to be reliable. Astoria Portfolio Advisors LLC has not sought to independently verify information
obtained from public and third-party sources and makes no representations or warranties as to accuracy, completeness or reliability of such information. All
opinions and views constitute judgments as of the date of writing without regard to the date on which the reader may receive or access the information and
are subject to change at any time without notice and with no obligation to update. Any ETF Holdings shown are for illustrative purposes only and are subject
to change at any time. This material is for informational and illustrative purposes only and is intended solely for the information of those to whom it is
distributed by Astoria Portfolio Advisors LLC. No part of this material may be reproduced or retransmitted in any manner without the prior written
permission of Astoria Portfolio Advisors LLC. Investing entails risks, including possible loss or some or all of the investor’s principal. The investment views and
market opinions/analyses expressed herein may not reflect those of Astoria Portfolio Advisors LLC as a whole and different views may be expressed based on
different investment styles, objectives, views or philosophies. To the extent that these materials contain statements about the future, such statements are
forward looking and subject to a number of risks and uncertainties.
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