
Astoria’s Q3 Investment Outlook:

Don’t invest based on Swine Flu, politics, or Lambda variants. We still like cyclicals 

& inflation sensitive assets but are hedging this risk. Add incremental dollars to 

more defensive factors like Quality and Dividends. 
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Long term return expectations 
have little to do with 

Delta/Lambda variants.

We are more worried about 
expensive valuations than 

Covid variants.

Investing requires mental 
fortitude. Most don’t have it.  
For those that do, the reward 

can be great.

The media wants to convince 
you that we are reaching peak 

growth. 

The reality is that we have 
likely reached peak sentiment 

and valuations.  

After an epic rally in stocks 
from the March 2020 lows, 

bargains are tougher to find.

This is all the reason to 
diversify across factors and 

hedge equity risk.

Don’t invest based on early 
vs. mid vs. late cycle. That’s 
noise to us. Focus on factor 

risk premiums.

What to expect going forward

Q3 2021
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We simply think that valuations are nearly 
full for most asset classes. Incrementally, 
we prefer to add risk in more defensive 

assets (i.e. companies with strong free cash 
flow, ability to grow US dividends, 

companies with strong ROE/ROA) with 
any additional dollar invested in the 

market.

The first half of the year was 
characterized by higher inflation, higher 

rates, longer duration assets 
underperforming, and cyclical factors 

outperforming defensive ones.

Bonds don’t have a great risk/reward. We 
are using very short duration bonds in 
the floating rate and inflation sensitive 

sectors to lower our portfolio volatility and 
hedge rising rates.

Alternatives with low correlation to 
stocks are worth their weight in gold 

given high valuations.

What to expect going forward

Q3 2021
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Once again, Wall Street 

focuses on the wrong 

narrative. It’s not a question of 

peak earnings or economic 

growth, it’s more about peak 

sentiment and valuations.
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Source: Haver Analytics, Goldman Sachs Global Investment Research (link)
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The 1st half of the year was characterized by epic fund flows and 

euphoria amongst stock market investors.  This is likely the sign of 

a short-term top and is more concerning than a Lambda variant.

Q3 2021
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Investors continue to be bullishly positioned. Per JPM’s client 

survey (July 19th), most investors are currently positioned 

bullishly.

Source: J.P. Morgan.

What is your current equity positioning or sentiment in historical terms, 

expressed from most bearish (0th percentile) to most bullish (100th percentile)?
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For most of the 10 year 

period after the Financial 

Crisis, people gave up on 

Value stocks given Growth’s 

meteoric rally. So of course, 

Value had an epic run over 

the past year. This is a key 

reason why you can’t time 

factors (or the market).
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Value has had a great run lately. While headwinds mount for stocks, we think more 

defensive factors (Quality, Dividends, and Low Volatility) can do well in the next 1-

2 quarters as the economy transitions towards mid cycle, valuations are full, and 

seasonal weakness sets upon us.

Source: S&P.

1-month total return 12-month total returnYTD total return
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Last June,  Astoria’s IC deck* said to increase the cyclicality of 

one’s portfolio. Over the past 1 year, cyclicals have clearly been 

the winner.

Major Asset Class Performance (%)

Q3 2021

Chart Source: State Street.                                                              *Click here to read Astoria’s June 2020 IC Deck.
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Should you worry about a 

transition from early to mid 

cycle? Not really. Especially 

because that’s all Wall Street 

wants to talk about. That 

should automatically raise a 

red flag in your brain. 

Nonetheless, lets look at the 

historical evidence of returns.
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Morgan Stanley’s Cycle Indicator is in the Expansion Phase. Historically, 12 month forward returns 

above the long-term average are highest in the expansion phase. So, Astoria’s bottom line is 

regardless if we are in early or mid cycle, stocks have historically done well in either phase. The 

tricky part here is that your margin of safety is no longer present given valuations are expensive 

for most assets.

Source: Bloomberg, Haver Analytics, Datastream, Morgan Stanley Research. Source: Bloomberg, Morgan Stanley Research; Note: Data from 1985.

US Cycle Indicator S&P 500 12m Fwd Returns vs. LT Avg
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How do valuations look globally? In short, there aren’t a lot of 

bargains. This worries us a lot more than a transition to mid 

cycle or a Lambda variant.

Absolute & Relative Valuation Z-Score* and 15-Year Percentile Ranking
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US still leads in earnings growth revisions. Despite the calls for 

Rest of World (ROW) outperformance, we simply don’t know 

if/when that will play out.

2021 EPS Growth Estimates (%)
2021 EPS Revision: 3-Month Up-to-

Downgrade Ratio

Q3 2021

Chart Source: State Street.
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Cyclicals still leads revisions. Don't forget cyclicals and Value 

stocks were largely ignored as investors were fascinated with 

Growth stocks over the past decade.

2021 Earnings Revision

Q3 2021

Chart Source: State Street.
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Should you worry about rates given 

their lower bound nature? Yes.

Why do you want to buy an asset 

which is at all time highs? If rates fall, 

yes you will make money on your 

bonds but that’s at the expense of a 

slowing economy. Why do you want 

the economy to do poorly?

Let's talk about other ways to lower 

portfolio volatility!
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Bank of America Research has a great table showing historical up cycles in bond 

yields. In short, the median up cycle in rates has lasted 1.8 years and saw an 

increase in yields of 178bps. This is a key reason why Astoria suggests shortening 

duration and being more active in bonds.

Upward cycles for the US 10-year Treasury Yield and S&P 500 returns

Source: BofA Global Research, Bloomberg, Global Financial Data (GFD).
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High Yield remains a terrible risk reward in our view. High Yield 

premiums are at their lowest measure since 2007.

Compressing Quickly: HY risk premium is shrinking

Source: Bloomberg Barclays index data.
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Should you forget Value and 

simply own Growth or 

Quality stocks given their 

returns tend to be more 

consistent? We get this 

question all the time.
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Market Beta, Size, Value, Momentum, Profitability, and Quality (1927-2015)

Source: Berkin, Andrew L. and Swedore, Larry E. Your Complete Guide to Factor-Based Investing.
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We shouldn’t give up on Value. It still demonstrates a risk 

premium (see chart below) and provides great diversification 

benefits (see chart on next page).

Q3 2021
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Historical Correlations (1964-2015)

Source: Berkin, Andrew L. and Swedore, Larry E. Your Complete Guide to Factor-Based Investing.
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Value & Quality are negatively correlated to the Beta factor which is the key 

reason to include them in a portfolio. Momentum is one other key factor 

which is grounded in academia and provides negative correlation to Beta, Size, 

and Value. 

Q3 2021
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Return and Risk (1927-2015)

Source: Berkin, Andrew L. and Swedore, Larry E. Your Complete Guide to Factor-Based Investing.
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Notice that the portfolios which equal weight multiple factors have 

produced 2x and 3x the Sharpe Ratio of a single Beta portfolio. 

This is basically why Astoria likes to mix factors in a portfolio.

Q3 2021
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Odds of Underperformance (%) (1927-2015)

Source: Berkin, Andrew L. and Swedore, Larry E. Your Complete Guide to Factor-Based Investing.
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The longer the timeframe a portfolio is diversified across factors, 

the greater the probability it can outperform.
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Source: Bloomberg L.P., S&P as of June 30, 2021. Diversification does not guarantee a profit or eliminate the risk of loss. P ast performance is not a guarantee of future results.

Similar to why you shouldn’t try to time the market, you 

shouldn’t try to time factors. Astoria believes you are better off 

owning a basket of factors for the long run.

Factor Performance
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Despite Value’s run over the past year, it is still trading at a 

valuation discount to the S&P 500. Momentum looks expensive.

Price/Earnings

Source: S&P.
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Astoria’s Tier System
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Tier 3

Small/Mid-Cap Quality Growth

Tier 2

Renaissance Risk Managed Rotation Portfolio, Dividend Growers, High 
Dividend Yield, Large-Cap Value, High Growth

Tier 1

Inflation Sensitive/Cyclicals (Hedged), High Quality, Dividend Kings
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▪ Red indicates a change since last quarter.

Tier System: Astoria’s Stock Portfolios
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1. 70/30; has tilt l ike a Target Date Fund.
2. 75/25; tighter tracking error than RAAS.
3. 50/30/20; highest tracking error but has ability to hedge bonds via our alt allocation.
4. 85/0/15; mostly US equities.
5. Our view has been that bonds are not a great risk reward hence we would strategically ti lt away from any model which has a heavy bond allocation. The notable exception 
would be our Enhanced Income Model which has a heavy allocation to Preferred, EM Debt.

Tier 3

Enhanced Income Model Disruptive Growth
The rest of APA’s ETF 

Model suite5

Tier 2

Multi-Asset Risk Strategy3 US Thematic Equity4

Tier 1

Retirement Asset Allocation Strategy1 Aggressive Model2

Tier System: Astoria’s ETF Models
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 Disclaimers | Not FDIC/NCUA Insured | Not a Deposit | May Lose Value | No Bank Guarantee | Not Insured | Past Performance is Not Indicative of Future 
Returns

 There are no warranties implied. Astoria Portfolio Advisors LLC is a registered investment adviser located in New York. 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 requ irements.

 Astoria Portfolio Advisors LLC’s web site is limited to the dissemination of general information pertaining to its advisory s ervices, together with access to 
additional investment-related 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 co mmunication by Astoria Portfolio 
Advisors LLC with a prospective client shall be conducted by a representative that is either registered or qualifies for an e xemption or exclusion from 
registration in the state where the prospective client resides.

 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 informat ion 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 unaffil iated third party, whether linked to 
Astoria Portfolio Advisors LLC’s web site or incorporated herein and takes no responsibility therefor. All such information i s provided solely for convenience 
purposes only and all users thereof should be guided accordingly.

 Astoria’s website and the information presented in this report 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. Our website and the information on our site 
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.
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Warranties & Disclaimers
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 All opinions and views constitute judgments as of the date of writing without regard to the date on which the reader may rece ive or access the information 
and are subject to change at any time without notice and with no obligation to update.

 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.

 Any third party websites provided on www.astoriaadvisors.com or in this report are strictly for informational purposes and for convenience. These third party 
websites are publicly available and do not belong to Astoria Portfolio Advisors LLC. We do not administer the content or control it. We can not be held liable 
for the accuracy, time sensitive nature, or viability of any information shown on these sites. The material in these links are not intended to be relied upon as a 
forecast or investment advice by Astoria Portfolio Advisors LLC, and does not constitute a recommendation, offer, or solicitation for any security or any 
investment strategy. The appearance of such third-party material on our website does not imply our endorsement of the third party website. We are not 
responsible for your use of the linked site or its content. Once you leave Astoria Portfolio Advisors LLC's website, you will be subject to the terms of use and 
privacy policies of the third-party website.

 Astoria Portfolio Advisors is a registered investment adviser. Information presented herein 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. Readers of the information contained on this Performance Summary, should be aware that any action taken by the viewer/reader 
based on this information is taken at their own risk. This information does not address individual situations and should not be construed or viewed as any 
typed of individual or group recommendation. The model delivery performance shown represents only the results of Astoria Portfolio Advisors model 
portfolios for the relevant time period and do not represent the results of actual trading of investor assets unless otherwise indicated. Model portfolio 
performance is the result of the application of the Astoria Portfolio Advisors proprietary investment process. Model performance has inherent limitations. The 
results are theoretical and do not reflect any investor’s actual experience with owning, trading or managing an actual investment account. Thus, the 
performance shown does not reflect the impact that material economic and market factors had or might have had on decision making if actual investor money 
had been managed.
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