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What’s The Recession Playbook?
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Astoria has voiced strong opinions on owning alternatives to hedge 

portfolio risk since 2017

▪ Coordinated central bank and government action typically coincide with market bottoms.

▪ In early March, markets were primarily driven by gamma trading, deleveraging, convexity 

hedging, and CTAs. There were historic moves (both up and down) in March. Highly 
unusual! Front month implied volatility is quite high. If you need to exit a position, 
consider selling near-dated calls. If you are looking to purchase stocks, consider selling puts to 
take advantage of front month vols.

▪ What’s the recession playbook? Take advantage of the decline in valuations to purchase high 
quality stocks, dividend growers, and companies with strong balance sheets that can grow 
their earnings in a recessionary environment. Most importantly, hedge portfolio risk via 
alternatives (i.e. gold, gold equities, merger arb, and long short market neutral 
strategies). Within fixed income, focus on high-quality bonds which are inversely correlated to 

stocks (treasuries have the strongest negative correlation). And own a lot of cash!

▪ The Fed did a tremendous job to provide stability to many parts of the fixed income market. The 
Fed’s decisive steps over the past 2 weeks took them approximately 8 months during the 2008 
financial crisis. Very impressive!

▪ Nobody wanted to own alternatives when the S&P 500 went up 450% in the bull market. We 
believe investors will now start to incorporate liquid alternatives after a vicious 30% correction.

Panic
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We are in the Desperation / Panic / Capitulation Phase

Copyright 2020 Astoria Portfolio Advisors LLC 3

The Life Cycle of Risk
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Credit spreads have now surpassed the Tech bubble although they remain below 

their 2008 GFC levels.   The Fed’s extraordinary policy action should help 

alleviate some concerns.  Keep your eye on HYG in the interim.

Credit spreads have materially risen in the past 1 month.
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Have we reached the bottom in market sentiment?  No.

Source: Meb Faber. https://twitter.com/MebFaber/status/1238134986307338240?s=20.

YTD there has been $40 bln inflows into US stock ETFs.
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There have been very few places to hide in 2020.
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Chart Source: 3D Asset Management
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Valuations are cheap.  Don’t try to time the market.  You can’t win! 

The S&P 500 fell 30% in 3 weeks and then rallied 20% in 4 days. How can you time that?
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Bonds won’t hedge equity risk nearly as effectively in the future given their 

lower interest rate bound. Investors should look at alternatives to hedge 

stock risk.

Source: https://www.rba.gov.au/publications/bulletin/2014/sep/pdf/bu-0914-8.pdf

Correlation of Changes in 10-year Government Bond Yields and S&P 500
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Astoria believes companies with above average ROE, ROA, and earnings 

will stay bid in an environment where broad index EPS is likely to decline 

20% in 2020.

Source: ETFAction. Data accessed on March 5, 2020.

Quality is one of the few factors which are persistent, pervasive, & robust.
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Own quality. Besides it historically "working," you likely won't get fired for 

owning a basket of high-quality stocks.

The highest quintile of high quality stocks has historically produced the highest Sharpe Ratio.

Chart Source: WisdomTree
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Enormous fiscal stimulus has led to a sharp rally in stocks moreso than 

previous bear markets.

The current rally is a reflection of 1) the severe sell-off (reflexivity) and 2) fiscal & Fed response.
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Buying stocks during a recession requires mental fortitude and 
strength. Most don’t have it but for those that do, it can be 
very profitable.
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There has been strong outperformance when buying stocks during bear market troughs.
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Using Bloomberg’s risk model, we show the total risk contribution from a 

variety of asset classes. Naturally the higher the equity allocation we hold, 

the greater the equity risk contribution to that specific model.
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Source for the above tables: Bloomberg, Astoria Portfolio Advisors. Data accessed on March 31, 2020. Risk Model Source = Bloo mberg Global Risk Model. Benchmark = MSCI ACWI 
and Bloomberg Global Aggregate Bond ETFs. Both the AGG ETF and the BNDX ETF were used proportionately to represent Bloomberg Global Aggregate Bond benchmark portion. 
Note that Astoria’s benchmarks are a blend of MSCI ACWI, Bloomberg Global Aggregate Bond, and Wilshire Liquid Alternative. Th e above analysis is purely for i l lustrative purposes 
to demonstrate Astoria’s factor exposure.

Total Risk
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Below we show the equity risk contribution from Country, Style, & 

Industry risk.
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Source for the above tables: Bloomberg, Astoria Portfolio Advisors. Data accessed on March 31, 2020. Risk Model Source = Bloo mberg Global Risk Model. Benchmark = MSCI ACWI 
and Bloomberg Global Aggregate Bond ETFs. Both the AGG ETF and the BNDX ETF were used proportionately to represent Bloomberg Global Aggregate Bond benchmark portion. 
Note that Astoria’s benchmarks are a blend of MSCI ACWI, Bloomberg Global Aggregate Bond, and Wilshire Liquid Alternative. Th e above analysis is purely for i l lustrative purposes 
to demonstrate Astoria’s factor exposure.

Equity Risk
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Our models are tilted towards Profit and tilted away from Size.
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Source for the above tables: Bloomberg, Astoria Portfolio Advisors. Data accessed on March 31, 2020. Risk Model Source = Bloo mberg Global Risk Model. Benchmark = MSCI ACWI 
and Bloomberg Global Aggregate Bond ETFs. Both the AGG ETF and the BNDX ETF were used proportionately to represent Bloomberg Global Aggregate Bond benchmark portion. 
Note that Astoria’s benchmarks are a blend of MSCI ACWI, Bloomberg Global Aggregate Bond, and Wilshire Liquid Alternative. Th e above analysis is purely for i l lustrative purposes 
to demonstrate Astoria’s factor exposure.

Style Factor Exposures
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All of our models have lower PE ratios, higher ROE / ROA compared to 

our benchmark.
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Source: Bloomberg, Astoria Portfolio Advisors. Data accessed on March 31, 

2020.

Dynamic Growth & Income Model Multi-Asset Risk Strategy

Source: Bloomberg, Astoria Portfolio Advisors. Data accessed on March 31, 

2020.
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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 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 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 
communication by Astoria Portfolio Advisors LLC with a prospective client shall be conducted by a representative that is eith er registered or qualifies for 
an exemption 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 advi ser 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 unaf filiated third party, whether 
linked to Astoria Portfolio Advisors LLC’s web site or incorporated herein and takes no responsibility therefor. All such inf ormation is 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 a n 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.

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.

 As of the time this writing, Astoria held positions on behalf of client accounts or via our model delivery services in the fo llowing ETFs: GDX, SGDM, GLDM, 
GLD, IAU, MNA, BTAL, IHDG, DGRE, DGRW, SPY, FLYT, and IEFA. Note that this is not an exhaustive list of holdings across Astor ia’s dynamic or strategic ETF 
portfolios.  Any stock or ETF holdings shown are for illustrative purposes only and are subject to change at any time. This material is fo r 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 o r 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 th ese 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, o ffer, 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 ow ning, 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.

Warranties & Disclaimers 
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