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Don’t Trust Bonds: Own More Stocks and Hedge the Risk  
 
If you’ve ever talked with someone at Aptus or listened to a podcast/presentation we’ve been on, 
you’ve heard us screaming this for the past 8 years.    
 
Why Not Bonds?  
 

Where to even begin? For the purposes of this conversation, let's leave it at this: 
 
Bonds can act as a diversifier and have in the past. They can act as a hedge and have at 
times. But both of those require negative correlations, which is not presently the case. 
 
Secondly, and much more importantly, bonds appear to be lower risk because their value 
can be more stable than stocks, but what most investors need is growth and growth 
beyond inflation. Bonds don't do that. Which ultimately means that owning bonds is 
just Losing Money Safely.  
 

How to Own More Stocks, and Hedge the Risk   
 
ACIO is an actively-managed strategy that can be a Swiss Army Knife to 
any portfolio that wants to own more equities.  
 

Use ACIO (Hedged Equity) in place of bonds to increase exposure 
to stocks but not change the original risk profile.   
 
The 60/40 Portfolio Example: Reduce bond exposure by adding 
hedged equities to create a 70/30 with similar risk. 

 
How does it work?  
 
ACIO is built to help investors own more risk with built-in risk management. To achieve this mix of 
compounded growth and downside mitigation, we target 70% upside capture and 50% downside 
capture, relative to the S&P 500. 
 
Think of it like insurance, where the more coverage you want, the more you have to pay or give up 
on the upside. Within ACIO, we make the tradeoff of riding out the first 5%, and then want our 
hedges to kick in at increasing rates if markets slide towards -10% and further. There is good 
reason for this, as -5% occurrences are fairly frequent, even in bull markets, so we don't want to 
limit our upside by cutting off normal fluctuations.  
 
 

https://aptuscapitaladvisors.com/losing-money-safely/
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As markets slide further, you'll see the hedges kick in more rapidly. Here are a few instances 
where you see how we participate and mitigate in notable markets: 
 

 
 

From a management standpoint, having the hedges in place also gives us an opportunity to buy 
stocks at more attractive valuations. Using the insurance analogy, think of it as when your insurance 
(hedges) pays off, you can keep your home (current stocks), and now have capital to buy when the 
housing (stock) market is down.  
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From a long-term perspective, the math of this is very attractive. In the simple example below, you 
can see what having an asymmetric upside/downside capture can do relative to just riding the ups 
and downs of markets over longer periods.  

 
 
How quickly does the mitigation kick in? That depends on the severity of the drawdown.  
  
The first example is COVID, where we saw volatility spike as the markets fell rapidly. In a market 
where fear is more present, the hedges kick in much more powerfully (think of it like an airbag 
going off in a crash).  
 

 

02/19/2020-03/23/2020 
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In a slower drawdown like 2022, the hedges are less forceful (think like seatbelts in a slower 
accident). When this happens, you can see that the hedges still kick in, just less dramatically.  

 
The difference is in COVID; ACIO caught 36% of the downside, and in 2022, that number was 55%.  
  
What we like about this is that the hedges kick in as fear expands, and it does not require Aptus 
"getting the timing right". It simply uses structure rather than timing (or a crystal ball) to reduce 
downside.  
 
The last example is earlier in 2025, when we saw the markets slide due to growth concerns 
starting in February before the sharp downward fall following "Liberation Day." Here you see 
where ACIO more or less followed the market down as markets started to reset after a hot 2024, 
and then you can see where the airbags go off, and hedges mitigate when the markets fell off the 
cliff.  
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Were we to see a continual run south (aka had Trump not sent "the tweet"), then we expect that 
ACIO would flatten as markets kept falling. Fortunately, due to the structure of the fund, we still 
held equities and even added purchased equities as the market slid, which has allowed the 
portfolio to be up 9.79% through October.  
 
We use the Swiss Army Knife analogy for a reason, as ACIO can impact portfolios while pulling 
from various areas. With a drawdown in line with high-yield bonds and upside potential that has 
outperformed an aggressive allocation, ACIO’s primary focus has helped investors own more risk 
assets more comfortably. Giving us comparisons that we believe investors care about most: how 
much did I make and how much did I lose? 
 

 
Source: Aptus as of 09.30.2025 

 
It’s being utilized in a myriad of ways, but most of all as a replacement for bond exposures.   
 

 



 
314 Magnolia Ave  |  Fairhope, AL 36532  |  251.517.7198  |  info@apt.us 

For Advisor Use Only 

 

 

 

 

 

                                         

6 

 
 
 
 
 
Disclosures 
 
For the fund’s standardized performance, please visit aptusetfs.com/acio/. Performance quoted represents 
past performance, which is no guarantee of future results. Investment return and principal value will 
fluctuate, so you may have a gain or loss when shares are sold. Current performance may be higher or 
lower than that quoted. Short-term performance in particular is not a good indication of the fund’s future 
performance and an investment should not be made solely on returns. For performance data current to 
the most recent month end, please call (251) 517-7198, or visit aptusetfs.com. 
 
This commentary offers generalized research, not personalized investment advice. It is for informational 
purposes only and does not constitute a complete description of our investment services or performance. 
Nothing in this commentary should be interpreted to state or imply that past results are an indication of 
future investment returns. All investments involve risk and unless otherwise stated, are not guaranteed. Be 
sure to consult with an investment & tax professional before implementing any investment strategy. 
 
Advisory services are offered through Aptus Capital Advisors, LLC, a Registered Investment Adviser 
registered with the Securities and Exchange Commission. Registration does not imply a certain level or skill 
or training. More information about the advisor, its investment strategies, and objectives, is included in the 
firm’s Form ADV Part 2, which can be obtained, at no charge, by calling (251) 517-7198. 
 
Before investing, you should carefully consider the investment objectives, risks, charges, and expenses of 
the Funds. The prospectus and summary prospectus contain this and other information about the Funds. 
You can obtain performance information and a current prospectus and summary prospectus by visiting 

http://aptusetfs.com/acio/
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opusetfs.com. Please read the prospectus or summary prospectus carefully before investing or sending 
money. 
 
Investing involves risk. Principal loss is possible. The Fund invests in the securities of small-capitalization 
companies. As a result, the Fund may be more volatile than funds that invest in larger, more established 
companies. The securities of small-capitalization companies generally trade in lower volumes and are 
subject to greater and more unpredictable price changes than larger capitalization stocks or the stock 
market as a whole. Small capitalization companies may be particularly sensitive to changes in interest rates, 
government regulation, borrowing costs and earnings. The value investing style may over time go in and 
out of favor. At times when the value investing style is out of favor, the Fund may underperform other funds 
that use different investing styles. 
 
Investing in ETFs are subject to additional risks that do not apply to conventional mutual funds, including 
the risks that the market price of the shares may trade at a discount to its net asset value (“NAV”), an active 
secondary trading market may not develop or be maintained, or trading may be halted by the exchange in 
which they trade, which may impact a Funds ability to sell its shares. Diversification does not guarantee a 
profit nor protect against loss. Shares of the Fund are not deposits or obligations of any bank, are not 
guaranteed by any bank, are not insured by the FDIC or any other agency, and involve investment risks, 
including possible loss of the principal amount invested. Shares of the Opus Small Cap Value Plus ETF are 
bought and sold at market price (not NAV) and are not individually redeemed from the ETF. There can be 
no guarantee that an active trading market for ETF shares will develop or be maintained, or that their listing 
will continue or remain unchanged. Buying or selling ETF shares on an exchange may require the payment 
of brokerage commissions and frequent trading may incur brokerage costs that detract significantly from 
investment returns. Distributed by Quasar Distributors, LLC. 


