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Working with Model Portfolios

A model portfolio is a mock-up of an actual portfolio. In Morningstar Direct™ for Asset Overview
Management, a model portfolio can be used to do the following:

» analyze a group of investments
» assign custom benchmarks, and
» add an investment policy to aid in that analysis.

By now, you should have completed the Creating Lists & Workbooks, Creating Screens,
and Creating Column Sets guides, where you learned how to create and leverage
those tools.

< Note: The phrase “portfolio object” is used throughout this guide to refer to a model portfolio,
client account, custom benchmark, or investment policy.

This manual covers the following topics:

» Creating a Model Portfolio (page 5)

» Using Custom Benchmarks (page 15)

» Using an Investment Policy (page 41), and
» Editing a Model Portfolio (page 62).
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Creating a Model Portfolio

Overview

Creating a Model Portfolio

A model portfolio allows you to analyze a set of investments and determine the set’s
suitability as a recommended investment. A model portfolio can be created either by
manually entering information, or by importing data from Microsoft® Excel®.

In this section, you will learn how to do the following:

» Exercise 1: Create a model portfolio from an investment list (page 5)
» Exercise 2: Create a model portfolio by importing (page 10)

If you have an list of investments you want to examine as a single investment (or

portfolio), you can use the list as the basis of a model portfolio.

In this exercise, you will create a model portfolio from an investment list, using the
Income ETFs list you created in the Creating Lists and Workbooks guide. (If you do not
already have this list, you can create it now.)

To create a model portfolio from an investment list, do the following:

1. On the header, click the Create icon and select Model Portfolio. The Creating Model
Portfolios window opens.

Overview

Exercise 1: Create a
model portfolio
from an investment list

ORMNGSTR Direct= =

Urties and nhesearcn.

o
c

Lists & Screens

Mame

Model Portfolios

Select this option.

Last Modified MName
-—

08/Z3/2018

prep— - S p—
08/Z3/2018 Richard Ha Grid Batch
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MAORNINGSTAR

Morningstar Direct for Asset Management August 2019
© 2019 Morningstar. All Rights Reserved.


http://advisor.morningstar.com/AWSOE/Training/WMCloud/ListsWorkbook.pdf#M3.8.newlink.incomeetfs

Creating a Model Portfolio Exercise 1: Create a model portfolio from an investment list

2. Inthe upper-left corner, click the Add icon. The Add dialog box opens.

CREATING MODEL PORTFOLIOS Save As Rename Close
Untitled 08/31/2015 {3 1 Allocation: Asset Allocation 08/31/2018 LN
oo Click here.
AssetAllocStock  Asset Alloc Cash (Net}
Name Weight > Price Ticker (Net) W Bref (Net)
.
~ o W Convert (Net)
Edited 100.00 =|= -  Other (Net)
Morningstar Mod Tgt Risk TR USD - - = 60.18 d
Unallocated Cash 100.00 100 — 0.00
50.00
2500
0.00
Existing Edited Benchmark
Investment Growth: 10K Growth 09/11/2017 - 09/10/2018 {:} N
1091818 [ ] " Benchmark
Current default portfolio date is three years ago. Please use "Edit Current Date" option to change 10,605.56
the date if you don't want to use three years ago as portfalio date. ﬁ

3. Inthe Add dialog box, select From Investment List. The Investment List dialog

box opens.
CREATING MODEL PORTFOLIDS Save As | Rename Close
Untitled 10/31/2015 {3 o Allocation: Asset Allocation 10/31/2018 {3 ¥
- Recalculate o000 PR
W Band (Natj
Add Cash (Nt}
)
7500 W Pref [Net| :
Q Al I W Canvert {Net) Click here.
E B-Othasideat
3 f
I: From Investment List ' 50.00
From User Created Portfolios #
500
000
Existing  Edited Benchmark
Investment Growth: 10K Growth 11/03/... {:} {5
Current default portfolio date is three years ago. Please use "Edit ]
Current Date” option to change the date if you don't want to use 10.172.08 B:“E'l’_'"ﬂ;“
three years ago as portfolio date. ] 1002020
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Creating a Model Portfolio

Exercise 1: Create a model portfolio from an investment list

4. From the investment lists, select Income ETFs.

CREATING MODEL FORTFOLIDS

Untitled 08/31/2015

_|_

@ Investment List

Recalculate

N

Asset Alloc Stock Asset Alloc

[

U Blockchain

Approved List

CloudWorkshop
DirectWorkshop

DOL Bargains

Fixed Income Watchlist
Global Equity Best Ideas

Gold-Rated Large Cap Funds

(Net)

60.18
0.00

Select this list.

| Income ETFs

RV R I IV

The funds in that list are displayed as follows:

» Financial Select Sector SPDR ETF

v

v

Real Estate Select Sector SPDF
Schwab US Dividend Equity ETF

v

v

>

Vanguard Growth Index Admiral.

Invesco S&P Emerging Markets Low Vol ETF

Vanguard FTSE Developed Markets ETF, and

5. Click Add All 6 Investments. The investments are listed in the Creating Model

Portfolios window.
CREATING MODEL PORTFOLIDS
Untitled 04/30/2016

_|_

Name

@ Income ETFs

Save As Rename Glose

RN

™R | W Stock (Netl

Allocation; Asset Allocation 04/... ¢ |

M Bond (Net) &)

O Seorh

Edits

Mon

+{ Add All 6 Investments
Unal

Real Estate Select Sector SPDR®

Schwab US Dividend Equity

Vanguard
Vanguard Growth Index Admiral

Financial Select Sector SPOR® ET

Invesco S&P Emerging Markets Low Vo

TSE Developed Markets ETF

Click here to add all the
funds to the portfolio.
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Creating a Model Portfolio Exercise 1: Create a model portfolio from an investment list

6. Click Close.
7. Change the Weight of each fund according to this table:

<= Note: Press Enter after each entry to move to the next one.

Fund Name Weight

Financial Select Sector SPDR ETF 25

Invesco S&P Emerging Markets Low Vol ETF | 15

Real Estate Select Sector SPDF 15
Schwab US Dividend Equity ETF 15
Vanguard FTSE Developed Markets ETF 15
Vanguard Growth Index Admiral 15

8. Inthe upper-right corner of the Untitled area, click Recalculate.

CREATING MODEL PORTFOLIOS Save As Rename Close

Untitled 05/31/2016 & &

-+ i Recalculate |

Click here to update
the portfolio.

Name Weight > Price Ticker

Edited 100.00 - =

Momingstar Mod Tqgt Risk TR USD - — MSAA
Unallocated Cash 0.00
2500
15.00
15.00
15.00
15,00
Growth Index Admiral 15.00

9. Inthe upper-right corner of the Creating Model Portfolios window, click Save As. The
“Save portfolio as” dialog box opens.

Morningstar Direct for Asset Management August 2019 8
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Creating a Model Portfolio Exercise 1: Create a model portfolio from an investment list

10. Enter Income ETFs Portfolio, then click Save. In the upper-left corner of the window,
“Untitled” is replaced with the name of the model.

Save portfolio as

| Enter a name, then click here

11. In the upper-right corner of the Creating Model Portfolios window, click Clese. An alert
opens, giving you the opportunity to save. Click Don’t Save.

The Income ETFs Portfolio is displayed in the list of Model Portfolios on the Home page.

Income ETFs Portfalic]

< Note: You might have to refresh your browser to see this.

Morningstar Direct for Asset Management August 2019
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Creating a Model Portfolio

Exercise 2: Create a model portfolio by importing

A colleague has asked you to analyze a model portfolio. She provides the model as an
Excel spreadsheet. You can import it directly into a model portfolio, instead of manually
entering the investments and weights (as you did in Exercise 1 on page 5).

In this exercise, you will import an Excel file to create a model portfolio.

& Note: When using an Excel file on your own, be sure to first check the requirements for
importing an Excel file, found in Data Import Specifications.

To import an Excel file, do the following:

1. Download the Excel file for this exercise.

2. Inthe upper-left corner of the Home page, hover the cursor over and select Import. The
Import page opens.

Home

— Menu

Exercise 2: Create a
model portfolio
by importing

EXPLORE

MORNINGSTAR Direct ==

Markets ch for Securities and R

Morningstar Research

ANALYZE

Model Portfolios

Type Last Modified

% Frogio

highlighted selections.

Presentation Studio

ASSET All0C3TIO

0de
 —
List 07/29/2019
MANAGE
o List 07/29/2019 Note the
> Your Files
= = reen 07/29/2019
Custom Data
T | Ts 7720 2013
Motes treen 07/z8/24a
Alerts creen
EXTEND
List
Excel Add-In

3. Atthe left side of the Import window, the Upload File option is selected. Click Select File
Type, then select Model Portfolios. To the right of the Select File Type button, the
Upload File icon appears.

4. Click Upload File. A navigation window opens.

Menu Import

Import

Inload o > W : I ) =
Upload o S ; )

)
WL

Preview Data

Click here.

Morningstar Direct for Asset Management August 2019
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Creating a Model Portfolio Exercise 2: Create a model portfolio by importing

5. On your computer system, locate and double-click Moderate.xls (the file you just
downloaded). The Import page opens, displaying mapping options.

6. Inthe Column Mapping area, use the pull-down menus to make a selection from each
Unmapped field. Each unmapped column must correspond to a column in the Excel
spreadsheet. A selection for each column is required.

Map each column to
the appropriate heading
(as shown here).

Import
Upload File > -,-.I.-:,:.,:Eg Sartfolins Maoderate. xls X @ Preview Data
Preview Data
¥ Column Mapping Reset )
Model Portfolio Name v Date W Symbol/Ticker vV Holding Name v Weight 3&'
Model Portfolio Name Date dentifier Holding Name VWeight
Moderate 2012-03-31 AEPGX American Funds Eurap.. 10
Moderate 2012-03-31 AMCPX American Funds AMC._.. 15
i 1|
Security Mapping Option (%) Exclude Header Row Date Format Weight Format
First 1 row W MM/DDAYYY W ;
@ Exclude Inactive Investments Decimal
Auto Select Oldest Share @/ Percentagy
Auto Select Virtual Class
Scroll right, if

needed, to see more
Unmapped columns.
7. In the Exclude Header Row field, make sure First 1 row is selected.
8. From the Date Format menu, select MIM/DD/YYYY (or the date format you want to use).

9. Inthe Weight Format area, select Percentage.

o
W Symbol/Ticker A% Holding Name W Weight %
Ticker Security Name Weight
AEPGX American Funds Europacific ... 10
AMCPX American Funds AMCAP A 15
3
Exclude Header Row Date Format Weight Format Vi it celledtons i Bllle
Eirst 1 rond v MM/DDAYYYY W . Header Row, Date Format, and
Decimal Weight Format.
® Percentage
MﬂHNlNGSﬂ\H Morningstar Direct for Asset Management August 2019 1

© 2019 Morningstar. All Rights Reserved.



Creating a Model Portfolio

Exercise 2: Create a model portfolio by importing

10. In the upper-right corner of the window, click Preview Data. The Import Status

window opens.

11. Under Model Portfolios, click Preview Data Section.

Import

Impaort

Upload File i Madsl Partfolios v
Preview Data
Import Status

Investment List

o o e e PR i ot W et
Uata 15 ready Tor preview. \

Account Holdings

Data is ready for preview. View you
Madel Portfolios
Data is ready for preview. View you

rresults in Pr

rresults in Pr

[}

m
()
(]
o
[#5]
m
sl
=
3

m
(=)
W
i
[}
m
5]
=1
=

Click here.

< Note: In the Preview Data window, securities listed as “New" have not been imported before.
Existing Securities have been previously imported. Some securities in the spreadsheet being

imported might be listed under Existing Securities.

12. On the right side of the window, select the Model Portfolios tab.

Import

Upload File Maodel Portfalins v

w Data

Securities {33}

e
it
‘'l
i
T

18

¥ New Securities

15nares Russell 2

1
2
3
4
5 Vanguard
6 iShares MSCI
¥ Existing Securities

1 American Funds Washingt

2 American Funds Washingt

FOUSAQOFUP

Select this tab to
view the import as
a model portfolio,
instead of
individual holdings.

American Fu.

Op

American Fu. Op
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Creating a Model Portfolio

Exercise 2: Create a model portfolio by importing

13. Click the circle next to Moderate, then select Import.

Import

Upload File \odel P

Preview Datz

Madel Portfolios

v New Model Portfolios

Click this button.

@] 1

2z

MODERATE Maderate 2018-07-16 09:5....

HNZ345 XNZ345 2019-04-22 1535. ..

14. A message opens, announcing the account was imported successfully. Click
Portfolio Workbook. The “Select a portfolio list to view in this workbook” dialog

box opens.

Good news, your account has (have) imported successfully. To see

S T z
your account in action go to thell’clrtfulm Workbook. |In import Click here.

another account, select your File Type and click Upload.

15. In the "Select a portfolio list to view in this workbook” dialog box, select

All Model Portfolios.

Select a portfolio list to view in this workbook X

All Custom Benchmarks

|.-3\II Model Portfolios |

All Client Accounts

Select this option.

In the workbook, the Moderate model portfolio is displayed in the Grid.

Portfolio Analysis | Model Portfolios v

MAORNINGSTAR

Asset Alloc  Asset Alloc Asset Alloc
Stock Stock  Asset Alloc Bond
(Long) (me-  (Short) {mo- Stock (Net) (Long) (mo- : o
B Name end) end) (mo-end) end) The imported portfolio is selected.
.| | Moderate | 76.14 0.00 76.14 513
Morningstar Direct for Asset Management August 2019 13
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Creating a Model Portfolio

Exercise 2: Create a model portfolio by importing

16. To see the holdings in the model portfolio, in the Grid, click Moderate. The Analytical
View opens from the right. The Holdings tab is selected.

Portfolio Analysis | Client Accounts

Holdings Analysis » Holdings Summary » USD » 06/30/2019 » Moderate (o) (]
E  Name

Click the model
portfolio’s
name to open
the Analytical
View.

P T
® |1 Moderate Analyst Retum (1M -
Name Ticker Weight Rating ma-end)
e
Moderate = 0.00 — =

s
=]

0.00 Gold
0.00 Gold
0.00 Golc
0.00 Gold
0.00 Golc
0.00 Golc
0.00 Gold
nd of Amer A A3 0.00 Bronze
ific Growth A AEPGX 0.00 Gold

S on o oo oo g
ot
=

oo g
o B Lo

Faoio o D3 oo
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Working with Custom Benchmarks

Overview

Working with Custom Benchmarks

A custom benchmark is created by manually adding indexes or investments and
allocating weights to them, or by importing a file. The blended benchmark can then be
used in the following ways:

» Assigned to model portfolios
» Displayed in various charts and tables, and
» Used as a reference point when analyzing model portfolios.

This section covers the following topics and exercises:

» Why should | use a custom benchmark? (page 15)

» Exercise 3: Create a custom benchmark (page 16)

» Exercise 4: Create a custom benchmark of Morningstar indexes (page 19)

» Exercise b: Import a set of custom benchmarks (page 22)

» Exercise 6: Apply custom benchmarks to a model portfolio (page 27)

» What are the options for displaying benchmarks? (page 30)

» Exercise 7: Compare the Morningstar Sector allocations of a model portfolio and
a benchmark (page 30)

» Exercise 8: Compare the historical returns of a model portfolio and both
of its benchmarks (page 35)

» Exercise 9: Hide a benchmark (page 36)

» Exercise 10: Compare the Sustainability Ratings Analysis of a model portfolio and
both of its benchmarks (page 37)

When comparing a model portfolio to a common yardstick of market performance, such
as the S&P 500 or the Bloomberg Barclays U.S. Aggregate Bond Index, the results
might not always be helpful, unless you want to compare a portfolio’s Beta to a

single index.

A custom benchmark can help you discover if the investment selections in a model
portfolio are helping or hurting the returns. A benchmark is also a view into whether
the model portfolio could benefit from a simpler and less expensive mix of holdings.

Overview

Why should | use a
custom benchmark?

Morningstar Direct for Asset Management August 2019
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Working with Custom Benchmarks

Exercise 3: Create a custom benchmark

In this exercise, you will create a custom benchmark composed of indexes. When the
goal is moderate risk and returns, this benchmark can be a measuring and comparison
tool. Is the model portfolio too conservative to meet the investment goals? Riskier than
intended? Which current holdings are contributing to the conservative or risky nature

of the portfolio?

Do the following:

1. On the header, click the Create icon, then select Custom Benchmark. The Creating
Custom Benchmarks window opens.

MORNNGSTIR Direct= =

%

Exercise 3: Create a
custom benchmark

Select this option

| QL Search for Securities and Research..
Lists & Screens Model Portfolios
Mame Type Last Modified Name il
[ ) |
Blockchain 08/23/2018 Scott Tucker 2
Stocks 1o Watch 08/23/2018 Richard Ha 3

2. Inthe upper-left corner of the Untitled area, click the Add icon. The Search dialog

box opens.

CREATING CUSTOM BENCHMARKS

Save As

Untitled 01/31/2016 {% ¥  Allocation: Asset Allocation 01/31/2019 1%
| +| 10000 o
W Band {Nat
) Cash (MNet
Name Weight > M Pref [Net|
; X | Canvert (P
Edited 100.00 e L
Morningstar Mod Tgt Risk TR USD - 0.00 .
Unallocated Cash 100.00 Exizticn  Egited  Benchmark

Click here.

MAORNINGSTAR
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Working with Custom Benchmarks Exercise 3: Create a custom benchmark

3. Inthe Search field, type S&P 500 TR USD.

4. In the search results, click that index. The Search dialog box closes and the S&P 500 TR
USD index is added to the list in the Untitled area.

CREATING CUSTOM BENCHMARKS

Untitled 09/12/2015 AN
+
Add AssetAlloc Stock  Asset Alloc
N {Net)
1 || Q sEp 500t usd X | B
| Frequently Accessed Identifier ~ Type Exchange 60,18 3 Select this index
t | S&P 500 TR USD Index -
S&P 500 TR USD(1936) Index
S&P5000-3Y HY Corp Bd TR USD Index
S&P5000-3Y1G Corp B TR USD Index
S&P 500 10+ Y HY Corp Bd TR USD Index
S&P 500 10+ Y IG Corp Bd TR USD Index
S&P 500 2x Inverse Daily TR USD Index
S&P 500 3+ Y Bd TR USD Index

5. Repeat step 2 through step 4 to add each of the following indexes:

Russell 2000 Growth TR USD

Russell 2000 Value TR USD

BBgBarc US Agg Bond TR USD

MSCI ACWI Ex US (EAFE Prior to 07/01/13), and
BBgBarc US Treasury Bill 1-3 Mon TR USD.

@ Note: Allow time for each index to load before adding the next.

v vV VvV VvV VY

6. In the Weight column, change the weight of each index as shown in the following table:

@ Note: Press Enter after each entry to move to the next row.

Index Name Weight
S&P 500 TR USD 40
BBgBarc US Agg Bond TR USD 25
MSCI ACWI Ex US (EAFE Prior to 07/01/13) 20
Russell 2000 Growth TR USD 5
Russell 2000 Value TR USD 5
BBgBarc US Treasury Bill 1-3 Mon TR USD 5

Morningstar Direct for Asset Management August 2019 17
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Working with Custom Benchmarks

Exercise 3: Create a custom benchmark

7. Inthe upper-right corner of the Untitled area, click Recalculate.

_|_

Name Weight > Price Ticker
e T

Edited 100.00 - —
Marningstar Mod Tgt Risk TR USD - — MSAA. .
Unallocated Cash 0.00 1.00 —

1 8&P 500 TR USD 40,00 784582 —

Z BBgBarc US Agg Bond TR USD 25.00 182428 —

3 MSCI ACWI Ex US (EAFE Prior to 07/01/13) 20,00 100 —

4 BBgBarc US Treasury Bill 1-3 Mon TR USD 5.00 19220 —

5 Aussell 2000 Growth TR USD 500 5,006.23 —

B Aussell 2000 Value TR USD 5.00 811282 —

" Recalculate ]

Click here to update
the allocation totals.

8. Inthe upper-right corner of the window, click Save As. The Save As dialog box opens.

CREATING CUSTOM BENCHMARKS
Untitled 09/12/2015

+

Name

Edited

Marningstar Mod Tgt Risk TR USD
Unallocated Cash

TR USD

Growth TR USD

Value TR USD

2 88g gregate Bond Treasury TR
9 M Priar ta 07/01/13)
& BBgBarc US Treasury Bill 1-3 Mon TR USD

LN
1000

Allocation: Asset Allocation 08/31/2018

Asset Alloc Stock Asset Alloc
Weight > Price Ticker (Net)
75.00
100.00 . 50.00
- . 60.18
0.00 -
4000 100.00 5000
5.00 100.00
5.00 100.00
2500 - m
2000 —
5.00 192.20 -

9. Inthe Save As dialog box, enter Sample Custom Benchmark, then click Save.

Save portfolio as

Sample Custom Benchmark]

Enter a name here.

T
( Ca |
(_Cancel )

10. In the upper-right corner of the Creating Custom Benchmarks window, click Close.

M Stack [Net)
W Bond (Net)
Cash (Net)
 Pref (Net)
 Convert (Net]
 Other (Net)

Click here.

MAORNINGSTAR
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Working with Custom Benchmarks

Exercise 4: Create a custom benchmark of Morningstar indexes

In Exercise 3 on page 16, you created a custom benchmark composed of several
commonly used indexes. In this exercise, you'll create a benchmark composed of
similar Morningstar indexes with the same weights. The benefit of using Morningstar
indexes is that all users have constituent rights to these indexes. Also, having a second
benchmark can offer a unique perspective on a model portfolio.

Do the following:

1.

2.

On the header, click the Create icon, then select Custom Benchmark. The Creating
Custom Benchmarks window opens.

%

NOMNSMDirect™ =

Exercise 4: Create a
custom benchmark of
Morningstar indexes

Select this option

I Search for Securities and Research..
Lists & Screens Model Portfolios
Mame Type Last Modified Name
[
Blockchain 08/23/2018 Scott Tucker
Stocks 1o Watch 08/23/2018 Richard Ha

In the upper-left corner of the Untitled area, click the Add icon. The Search dialog

box opens.

CREATING CUSTOM BENCHMARKS

Save As

Close

Untitled 01/31/2016 {3 ¥ Allocation: Asset Allocation 01/31/2019 {3
| +| 100.00 W ek {Ne'
W Band {Nat
. Cash (M=t
Name Weight > I Pref (Net|
; X B Canvert (P
Edited 100.00 - b
Morningstar Mod Tgt Risk TR USD = 0.00 4 |
Unallocated Cash 100.00 Edisfing  Edited Eenchmark

Click here.

MAORNINGSTAR
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Working with Custom Benchmarks

Exercise 4: Create a custom benchmark of Morningstar indexes

3. In the Search field, type Morningstar US Market TR USD.

4. Inthe search results, click that index. The Search dialog box closes and Morningstar US

Market TR USD is added to the list in the Untitled area.
5. Repeat step 2 through step 4 to add each of the following indexes:

» Morningstar Gbl Ex US PR USD, and
» Morningstar US Growth TR USD
» Morningstar US Trgt Value TR USD

» Morningstar Mod Agg Tgt Risk TR USD

» Morningstar US Treasury TR USD.

< Note: Allow time for each index to load before adding the next.

CREATING CUSTOM BENCHMARKS

Untitled 04/30/2016

+

N
Recalculate

Name Weight > Price  Ticker
Edited 100.00 i
Existing — —  MSAA
Mamingstar Mod Tgt Risk TR USD 100.00 100 —
Unallocated Cash -
E — =3 R uTe)
1 Momingstar US Market TR USD 54790 WSBIcETE
2 Momingstar Gbl Ex US PR USD i’_' '_ :-,.—II
3 Moringstar US Growth TR USD - = =
4 Momingstar US Trgt Value TR USD = 822483 MSTART
5 Momingstar Mod Agg Tgt Risk TR USD = 2,598.48 MSGRT
6 Momingstar US Treasury TR USD = 5,077.18 MsSVLT

6. Inthe Weight column, change the weight of each index as shown in the following table:

< Note: Press Enter after each entry to move to the next row.

Index Name Weight
Morningstar US Market TR USD 40
Morningstar Gbl Ex US PR USD 20
Morningstar US Growth TR USD 5
Morningstar US Trgt Value TR USD 5
Morningstar Mod Agg Tgt Risk TR USD 25
Morningstar US Treasury TR USD 5

Note the highlighted selections.

MAORNINGSTAR
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Working with Custom Benchmarks

Exercise 4: Create a custom benchmark of Morningstar indexes

7. Inthe upper-right corner of the Untitled area, click Recalculate.

Close

o $

Click here to update
the allocation totals

Price Ticker

— MEAA

CREATING CUSTOM BENCHM... Save As

Untitled 04/30/2016
_|_

Name Weight

e

Edited 100.00

Existing 100.00

Mamingstar Mod Tgt Risk TR USD —

Unallocated Cash 0.00)

1 Mormningstar US Market TR USD 40.00

2 Momingstar Gbl Ex US PR USD 20.00

3 Momingstar US Growth TR USD 5.00)

4 Momingstar US Trgt Value TR USD 5.00

5 Momingstar Mod Agg Tgt Risk TR USD 25.00)

6 Momingstar US Treasury TR USD 5.00)

The weights match the weights
of similar indexes in Sample
Custom Benchmark.

METART
5 MGROT

MEAL. .
MSBIU. ..

8. In the upper-right corner of the window, click Save As. The Save As dialog box opens.

CREATING CUSTOM EENCHMARKS SaveAs | Rename | Close
Click here
Untitled 04/30/2016 % 7' Allocation: Asset Allocation 04/30/2019 £ N
Analytical View b
Holdings Allocation »~  Performance Returns/Risk butiom  Risk Factors ) + new Tab o=
Allocation = Momingstar Sector = D6/30/2019 = Karen Franklin L
Portfolio Bench... .
Name Vieight Weight +i- 1 Morningstar Indexes Benchmark
Technology {Met} 16.00 520
Healthcare (Met) 2.85 241 I
Cons Cyc {MNet) 11.11 1.01 ]
Fin Swes { 15.45 -6.33 I 1
ndustrials {MNeth 952 —z45 N |
Snergy (MNet) 5.57 —1.30 N |
Cons Def [(Met) 715 —3 gz N 1
Basic M (Net) a4.87 —z30 EE 1
Comm Svcs (Met) 3.40 51 W1
Real Estate {Net} 3.91 i I
Utilities {Met} 311 1
] 20 a4m
9. Inthe Save As dialog box, enter Morningstar Indexes Benchmark, then click Save.
Save portfolio as
Marningstar Indexes Benchmarkl r—
4 N
L9 i
10. In the upper-right corner of the window, click Close.
Morningstar Direct for Asset Management August 2019 21
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Working with Custom Benchmarks Exercise 5: Import a set of custom benchmarks

Another way to create a custom benchmark is to import a set of custom benchmarks. Exercise 5: Import a set
In this exercise, you will import the following custom benchmarks from Microsoft Excel:  of custom henchmarks

» Moderate Custom Benchmark,
» Aggressive Custom Benchmark, and
» Conservative Custom Benchmark.

Do the following:
1. Download the Excel file for this exercise.

2. Hover the cursor over the Menu, then select Import. The Import page opens.

— Ment | Home

X LONE MORNINGSTAR Direct

Morningstar Research

Markets ch for Securities and Research... )
ANALVZE
[ Create v Model Portfolios [¢ Creawe
Type Last Modified
————
Lis 07/20/2010
MANAGE
TR List 07/20/2010 Note the
> Your Files highlighted selections.
creen 07/20/2010
T T772a/ 2070

creen 19
Alerts Creen 19
List 19
EXTEND e yi
Excel Add-In List 07/19/2019
Presentation Studio i P ] . o
Asset Allocation
Morningstar Direct for Asset Management August 2019 22
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http://morningstardirect.morningstar.com/clientcomm/CustomBenchmarks.xlsx

Working with Custom Benchmarks

Exercise 5: Import a set of custom benchmarks

3. From the Select File Type menu, select Custom Benchmark.

Preview Data

Select File Type

nwestment LISt

nvestment List with Custom Data

Account Holdings

Select this option.
Portfolio Return and Custom Data

4. Click Upload File.

Import

Preview Data

Custom gencnmark v ) [ 3 upiosd Fief @ | ik e

5. On your computer system, locate and double-click CustomBenchmarks.xlsx (the file
you just downloaded). The Import page opens, displaying mapping options.

MAORNINGSTAR
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Working with Custom Benchmarks

Exercise 5: Import a set of custom benchmarks

6. Inthe Column Mapping area, use the pull-down menus to make a selection for each
Unmapped column. Each unmapped column must correspond to a column in the Excel
spreadsheet. A selection for each column is required.

7. In the Exclude Header Row field, select First 1 row.

8. Inthe Weight Format area, select the option for Percentage.

CustomBenchmarks xlsx ¢ @

Column Mapping

Custom Benchmark 1D v Custom Benchmark Name Date v Holding Name v Weight % Scroll right
- - - . - - L - to see more
Custom Benchmark ID Custom Benchmark Name Date Holding Name (Morningstar Index] Weight I\/Iapping
CB123456 Moderate Custom Benchmark 2009-01-01 o Columns.
CB123458 Moderate Custom Benchmark 2009-01-01 20

Date Format

MM/DDAYYYY v

Exclude Header Row

Security Mapping Option (3

First 1 row W

Weight Format
Make sure to

select these
options.

Decimal

® Percentage

9. Click Preview Data.

10. From the Preview page, click Preview Data Section under the
Custom Benchmark section.

Import

Import

Upload File > ( CustomBenchmark Vv )

Preview Data

Import Status

Model Portfolios
Data is ready for preview. View your results in Preview Dat

| Custom Benchmark I

o
W
L
i)
&
i
=
=

Data is ready for preview. View your results in| Prav

Note the highlighted selections.

Morningstar Direct for Asset Management August 2019
© 2019 Morningstar. All Rights Reserved.
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Working with Custom Benchmarks

Exercise 5: Import a set of custom benchmarks

11. Select the Custom Benchmarks tab.

': Custom Bench.. v :' '
Securities (9) : Prices H 2z Be arks(3 Tlielk heria.
Matched Matched Matched 5g
Status  Security Name Security [dentifier Security Name  Security Ticker  Type
—
v New Securities (No Error
1 Marningstar US Inter Gov ... Marningstar...  MSBIIGTR Private
2 Morningstar US Core Bd T... Morningstar...  MSBICBTR Private F
12. To select all three custom benchmarks, click the circle to the left of New
Custom Benchmarks.
(" custom Bencn..v ) [ (_ Back ) w
8 8 Price: H 27 Custom Benchmarks(3)
[ Status  Custom Benchmark D Custom Benchmark Name mport Date/Time
—
| o | v New Custom Benchmarks (o Error) Click here to
[ 1 CB123455 Moderate Custom Benchmark 2019-08-07 10:2... select all three
o CRZ34567 Aggressive Cusam Senchmark 20190801 10:2,.. | custom benchmarks.
] 3 CB345678 Conservative Custom Benchmark 2019-08-01 10:2....

13. Click Import. A notification dialog box opens.

14. In the upper-right corner, click the X to close the dialog box.

Good news, your custom benchmark has (have) imported
successfully. To see your custom benchmark in action go to the

Portfolio Workbook. To import another custom benchmark, select your

Click here.

File Type and click Upload.

MAORNINGSTAR
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Working with Custom Benchmarks Exercise 5: Import a set of custom benchmarks

15. Hover the cursor over Menu, then select Your Files > Custom Benchmarks. The
Custom Benchmarks page opens.

Home )

EXPLORE

Morningstar Research

MANAGE

¥ '-.":I ur

m

5

Workbool

[5F]

Policies Note the highlighted selections.

Custom Bemchmarks

Custom Scenarios
Column Sets
Grid Batch Reports

Grid Batch Schedules

Search for Securnt
Select a previously created Benchmark from the below table. To create or delete 3 Benchmark, use the controls
above
] Name ¥ Type ¥ Owner Last Modified Date
-—
[l Aggressive Custom Benchmark Editablz Me 08/01/2019
D 7 Conservative Custom Benchmark Editable We 08/01/2018
D 3 Moderate Custom Benchmark Editabla Me 08/01/2018
[l 4  Morningstar Indexes Benchmark Editable Me 07/16/2018
D 5 Sample Custom Benchmark Editable We 05/16/2019

All'your custom
benchmarks are
listed on this page.

Morningstar Direct for Asset Management August 2019
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Working with Custom Benchmarks Exercise 6: Apply custom benchmarks to a model portfolio

In this exercise, you will apply two custom benchmarks to the Income ETFs Portfolio. Exercise 6: Apply
They will then be available to use for comparison when analyzing the model portfolio. custom benchmarks

@ Note: In this exercise, you will assign benchmarks from the Model Portfolios page; however, it to a model portfolio

can also be done from the Grid in the Model Portfolios workbook.
Do the following:

1. On the header, hover the cursor over Menu, then select Model Portfolios. The Model
Portfolios page opens.

Menu = Home

EXPLORE
Note the highlighted selections.
Morningstar Research

EXTEND

Ex

(cel Add-In

sl

resentation Studio

Asset Allocation

2. On the Model Portfolios page, hover the cursor over the Income ETFs Portfolio row.
The Actions icon appears to the right.

Morningstar Direct for Asset Management August 2019 27
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Working with Custom Benchmarks

Exercise 6: Apply custom benchmarks to a model portfolio

3. From the Actions menu, select Settings. The Model Portfolio Settings window opens.

ogoooojojo|jo|boao|gd

Mods

Select this option.

Mame ¥ Type Owner Last Modified
Fy
Date
5 Year Plan Editable le D3/06/2018
2 Aggressive Editable g 04/15/2018
3 Combination Editable e D4/23/2019
4 Conservative Editable e D2/14/2019
5 Growth Editable g 02/14/2018
§ Income Editable g 02/14/2018
7 | ncome ETFs Portfolio () | Editable g 05/30/2018
B ved Assets : 207/7010
g Mived Assels el Pﬂrrfulltl; B T
9 Maoderate i 2 e D5/30/2019
coit
0 E n3/0%/2019
e Uar£4/2019
Z Top3 e D5/22/2019

MAORNINGSTAR
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Working with Custom Benchmarks

Exercise 6: Apply custom benchmarks to a model portfolio

4. On the left side of the window, select Calculation. The Calculation fields appear in the
empty area.

5. Click the Benchmark 1 field. The Benchmark 1 menu opens.

6. Select User Created > Custom Benchmarks > Sample Custom Benchmark.

Model Portfolio Settings Cance Save

Note the
Geners Benchmark 2 Palicy highlighted
Calculation > | Morningstar Mod Tgt Risk TR USD O No Benchmark Q None v selections.

Benchmark 1

. per| <) User Created

User Created

Mo Benchmark

7. Click the Benchmark 2 field. The Benchmark 2 menu opens.
8. Select User Created > Custom Benchmarks > Morningstar Indexes Benchmark.

PP
=) Custom Benchmarks

Q\, Search for Bench

.

Chris Banchmark

\Maorningstar Indexes Benchmark

‘lSa“u:- 2 Custom Benchmark

Model Portfolio Settings Cance Save
Note the
Geners Benchmark 2 Palicy highlighted
P selections.

Norningstar Mod Tgt Risk TRUSD Q@ No Benchmark Q

Benchmark 1
;i lzl User Created

User Created

Accounts

Mo Benchmark

Custom Benchmarks

Muodel Portfolios

PP
=) Custom Benchmarks

ar

Q, Search for Bench

.

Chris Banchmark

™~ Morningstar Indexes Benchmark
1 l

9. In the upper-right corner of the window, click Save. The window closes.

Sample Custom Benchmark

Morningstar Direct for Asset Management August 2019
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Working with Custom Benchmarks

What are the options for displaying benchmarks?

Not every chart and table support the display of benchmarks. Of the charts and tables What are the options for
that can display benchmarks, some can display only one at a time, while others can displaying benchmarks?
display both simultaneously. To learn which charts and tables are capable of displaying
benchmark(s) and which benchmark(s) are displayed by default, please read Displaying

Benchmarks in Client Accounts.

In this exercise, the Morningstar Sector allocation of the Income ETFs Portfolio will be Exercise 7: Compare the

compared to the Morningstar Indexes Benchmark.

Do the following:

Morningstar Sector
allocations of a model
portfolio and

1. The Model Portfolios page should still be open. Click Income ETFs Portfolio. The “Select a benchmark

a workbook to view the model portfolio” dialog box open

Model Portfolios

S.

-l 2 ) [¥ Creste Model ® W Delete
Select 3 previously created Model Portfolio from the below table. To create or delete a Model Portfolio, use the contrals above :
Click the name of the
h 2x N e model portfolio you
] lame v Type 7 Owner
! want to open.

ncome ETFs Po Editable We

7 Top3 Editable Me

xed Azsets Editable Me

2. Click Model Portfolios. The Model Portfolios workbook opens, displaying Income ETFs

Portfolio in the Grid.

Select a workhook to view the model portfolio: et
. |ocate Workbook Type Owner e Created

Client Accounts  Read Only Portfolios  Morningstar — 01/Z7/2017  01/26/2017

Custom Benchmarks Read Only Portfolios  Morningstar  01/27/2017  01/26/2017

Model Porfolios |Read Only Portfolies  Morningstar  01/27/2017  01/26/2017 Select this workbook.
Portfolios  Me 0/19/2018  1D/1%/2018
Portfolios  Me 2172018 121172018
Portfolios  Me 02/13/2019 021372019
Porfolios  Me 06/14/2017  DBA3/2017

MmHNlNGSTAH Morningstar Direct for Asset Management August 2019 30
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Working with Custom Benchmarks

Exercise 7: Compare the Morningstar Sector allocations of a model
portfolio and a benchmark

3. Inthe Model Portfolios workbook, click Income ETFs Portfolio. The Analytical View

opens from the right.

4. Select the Allocation tab. In the Allocation chart, both the model portfolio and
Benchmark 1 allocation data is displayed by default. The Historical Allocation chart
displays data for only the model portfolio.

<= Note: To see the donut charts for both the model portfolio and its benchmark, you might need
to expand the Holdings Analysis chart or widen the browser window.

® | Income ETFs Portfolio

- Select this tab.
Analytical View >

Holdings | Allocation Vv | Performance  Atiribution  Retwrn/Risk  Risk Factors  Scenario Analysis Eze New Tab

fion » Asser Allocation # 07/31/2019 # Income ETFs Portfolio

Click here

to expand the
chart to fill the
Analytical View.

Portfolio
o e

-]

MAORNINGSTAR

Historical Allocation # Asset Allocation » Income ETFs Partfalio 48 8
10000 B Stock (Ve
M Bond [Net)
Cash {Net)
W Pref Net)
5000 W Other (Net)
0.00
Aug Sep Oct Nov Dec Jan Feb Mar Apr May Jun Jul
s 2018
Morningstar Direct for Asset Management August 2019 31
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Working with Custom Benchmarks

Exercise 7: Compare the Morningstar Sector allocations of a model

portfolio and a benchmark

5. By default, the Allocation chart shows the asset class allocation of the Income ETFs
Portfolio and its assigned Benchmark 1 as a donut chart or charts. To display

Morningstar Sectars as a horizontal bar chart, do the following:

A. Click the Component Settings icon, then select Grouping > Morningstar Sector.

The Component Settings menu is displayed again.

Analytical View

Holdings  Allocation v Performance  Afiribution

Allocation = Asset Allocation = 07/31/2019 = Income ETFs Portfolio

Return/Risk  Risk Factors

X Note the
highlighted
© + NewTab H selections.
B
@ Grouping
Componpnt Settings
Q, Search All Groupings
Partfolio Pate 3
0473072019 Asset Allocation
Column fet
Holdingd Summary ¥ Economic Moat
Grouping )l Equity Region
No Brouping GICS Sector
Benchmark
Sample Custom Benchmark \ Market Cap

Currency

Marningstar Sector

»
US Dallar Global Broad Category Group
Morningstar Category
Portfolio Benchmark
O Stock [Met) 99.43 O Stock (Net) 50.00
O Bond {Met) 0.01 O Bond [Met| 000
Cash {Net) .55 Cesh (Met} 0.00
O Pref 0.0 O Pref |Net) 002
© Convert{Net) 0.00 ©Q Comvert (MNet} 0.00
O Other [Met) 0.m O Orer [Net) 5000
B. Select Data View > Horizontal Bar Chart.
Analytical View x
Holdings  Allocation Performance  Attribution  Return/Risk  Risk Factors 5@ 4 New Tab 2]
Allocation # Asset Allocation = 07/31/2019 # Income ETFs Portfolio EI = &
Component Segtings
Portfolio Date N_ote_the
04/30/2019 highlighted
selections.

Portfolio
O Stock [Net) 99.43 O Stock {Net)
O Bond {Met) 0. O Eond (MNet}
Cash (Net) %5 Cesh (Met}
O Praf[Mat) 0.0 © Praf Net)
© Convert{Net) 0.0 © Convert (Net}
Q Other (Net] 0. Q Other [Netj

Grouping
Morningstar Sgetor

Sales Position
Net

Benchmark

Sample Gustu]w Benchmark

Display Settings

Display Items
1 Selected

Data View
Donut Chart

50.00

@ Data View

Donut Chart
Stacked Bar Chart

Horizontal Bar Chart

Table

MAORNINGSTAR
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Working with Custom Benchmarks

Exercise 7: Compare the Morningstar Sector allocations of a model

portfolio and a benchmark

C. Click away from the Component Settings menu to close it.

Analytical View

Holdings

Name

Fin Sves {het)
Seal Eztate | .
Technology i...
ndustrials {Met)
Cong Def (Net]
Cons Cyc {Met)
Heazlthcare |
Comm Sves ...
Energy (Met)
Bazic Matlz (...
Utilities {Met)

Allocation W

Analytical View

Holdings

Name

Fim Sves (Met)
Sesl Estate |
Technology {...
ndustrials (Met)
Cons Def (Net)
Cons Cyc {Met)
Healthcare | ...
Comm Sves ...
Energy (Net)
Bazic Matlz (...
Utilities {Met)

Allocation W

X
Performance  Amribution  Return/Risk  Risk Factors 5@ 4+ New Tab H
Allocation = Momingstar Sector = 07/31/2019 = Income ETFs Portfolio on
Portfolio  Bench...
Weight Weight 4/-| 1 Sample Custom Benchmark T bEnhmEre s
represented by a
B3 ]l e verticalline
. - - superimposed on
14.27 27 1250 | p—— the bars representing
10.78 10.87 -0.03 | I the Morningstar
745 5 5] 1.05 | Sectors.
£.04 345 3.49 | ——
6.70 6.09 061 |
445 702 -z57 | |
438 151 .37 |-
288 229 0.57 .
274 150 124 (I
155 173 —p17 M
] 20 40
6. To display Benchmark 2 (Morningstar Indexes Benchmark), click the Component
Settings icon, then select Benchmark > Portfolio Benchmark 2.
Note that you can select Portfolio Benchmark 1 or Portfolio Benchmark 2, but not both.
X
Performance Attnbution Return/Risk  Risk Factors e =4 MNew Tab H Note the
. ; highlighted
Allocation = Marmingstar Sector = 07/31/2019 = Income ETFs Portfolio El K selections.
Component Settings
Portfolio  Bench... | & ustom B - — S
i i _ ) Portfolio Dat =
Weight  Weight + ample Custom Bg erolo bace N
Column Q, Sear
/38 805 753) N g simmay >
1487 147 1200 D | oo N e
- - No Grouping Paortfolio Benchmark 1
10.78 10.87 —0.05 I S — BT B
745 550 185 . Sample Custom Benchmark - “fc _nnmar.g.
Partfolio Attached Policy
6.94 345 140 . curmency N
US Dollar Mo Benchmark
6.70 6.09 0.61 |
445 702 -z57 |
438 151 257 N
286 279 057 W
274 150 12¢ 1
155 173 -7 M
I 20 a0

MAORNINGSTAR
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Working with Custom Benchmarks

Exercise 7: Compare the Morningstar Sector allocations of a model

portfolio and a benchmark

7. Click away from the Component Settings menu to close it. Note the Benchmark 2 sector
allocations and compare them to the model portfolio.

Analytical View
Holdings  Allocation v Performance
Allocation = Mormingstar Sector # 07/31/2019
Portfolio  Bench...
Name Weight Weight
Fin Sves (Met) 36.33 15.48
Real Estate ... 14.87 342
Technalogy ... 10,78 1581
ndustrials (Met) 745 252
Cons Def [Net) 694 AN
Cons CyciNet) 6.70 11.10
Healthcare ... 445 905
Comm Swes|. .. 438 347
Energy (Met) 286 5.50
Zasic Matls (. 274 485
Utilities {Net) 1.56 3N

Attribution

Return/Risk  Risk Factors a+ New Tab 1=

Income ETFs Portfolio

4/- | Momingstar Indexes Benchmark
2090
10.95 I
-5.12 I |
-207 I |
-0.23 |
-4.40 |
-5.50 BN |
g5 N
_2_1' - I
—15; W 1

0 mn

X

40

o o[+

If you expanded the
chart, click here to
collapse it.

MAORNINGSTAR
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Exercise 8: Compare the historical returns of a model portfolio and both

Working with Custom Benchmarks

of its benchmarks

Some charts and tables can display two benchmarks at the same time. In this exercise,
you will do that in the Historical Return chart.

Do the following

1. Select the Performance tab and make sure Income ETFs Portfolio is still selected.
2. In both Performance charts (Investment Growth and Historical Return), note that
benchmark names are displayed in the legend and in the chart.
< Note: The legend can be displayed at the top of the chart or on the right, depending on the
width of your screen and/or the Morningstar Direct window.
3. To better focus on the Historical Return chart, expand it.

Portfolio Analysis | *Mode! Portfolios v

Exercise 8: Compare the
historical returns of a
model portfolio and both
of its benchmarks

/1 Analytical View p'e
Holdings  Allocation | Pe Risk Ri © + new: H )
) Select this tab.
Investment Growth = 10K Growth = 08/01/2018 - 07/31/2018 = Income ETFs Portfolio fe il
B Name
11,093.18 Sampl
B 1 Income ETFs Partfolio AR Bzm;,
FW Benchmark
- Ak ¥ 10,653.71
i ?‘ff;;‘ﬂfﬁ" - These charts can
u Marningstar . .
Indexes simultaneously display
?Pj"g'['-jﬂ;; two benchmarks.
[ Uode 2
£S5 81 Income ETFs
Partfalio -
7.813.62 r |
Jul 30 Oct 1 Jan1 Apri Jull
2018 2018
Historical Return = Manthly = 02/01/2018 - 07/31/2019 = Income ETFs Portfolio (e IN] Click here to expand
1000 [ T—— the chart tolfill the
Forttalio Analytical View.
W Marningstar
5.00 Indexes
: - i . Benchmark
— L - Samplz Custam
0.00 l l Banchmark
-5.00
-10.00
Aug  Sep Oct Nov Dec Jan Fsb Mar  Apr May Jun  Jul
2018 2018

Morningstar Direct for Asset Management August 2019
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Working with Custom Benchmarks Exercise 9: Hide a benchmark

Exercise 9: Hide
a benchmark

A chart capable of displaying bath benchmarks also includes an option to hide one
or both.

Do the following:

1. The Historical Return chart displays both benchmarks by default, but one or both can be
hidden. To display only Benchmark 1 (Sample Custom Benchmark), click the Component
Settings icon, then select Benchmark 2 > No Benchmark.

2. Click away from the Component Settings menu to close it. Now the Morningstar
Indexes Benchmark is hidden.

Historical Return = Monthly = 08/01/2018 - 07/31/2019 = Income ETFs Partfolio il Note the
- highlighted

Co t Sett :

10.00 N Sl selections.
Time Period 3
05/01/2018 - 04/30/2014 =

@) Benchmark 2

Frequency 3 _

5.00 Monthly _

Q, Search for Benchmary
Benchmark 1 5
I - —_— Sample Custom Benchmirk \User Created
—_— Benchmark 2 artfolio Benchr
oo Morningstar Indexes Benchmark N i Btk
\ Portfolio Benchmark 2

Currency 3
US Dallar Portelio Attached Policy

-5.00 | No Benchmark

-10.00
Apg Sep Oct Mov Dec  Jan Feb Mar  fpr May  Jun  Jul
2018 2019

Historical Return = Monthly = 08/01/2018 - 07/31/2018 = Income ETFs Portfolio o6
10.00 M Income ETFs )
Portialic The portfolio and
— Sample Custam Benchmark 1 are
Benchmark identified in the legend
P - and illustrated in the
) I bar chart.
. .- —]
0.00
-5.00
-10.00
Aug Sep Oct Nov Dec  Jan  Fsb Mar  Apr May  Jun Jul
2018 2019

In what months (if any) did the model portfolio outperform the benchmark?

Did the benchmark experience a significant downturn at any time in the past year? If so,
how did the model portfolio perform during that time?

What is your overall assessment of the model portfolio’s returns over the past year,
compared to Sample Custom Benchmark?

Morningstar Direct for Asset Management August 2019 36
© 2019 Morningstar. All Rights Reserved.

MAORNINGSTAR



Exercise 10: Compare the Sustainability Ratings Analysis of a model
Working with Custom Benchmarks portfolio and both of its benchmarks

Suppose you want to use the Sustainability Ratings Analysis chart to compare Income Exercise 10: Compare the

ETFs Portfolio to bath benchmarks simultaneously. Unfortunately, the Sustainability Sustainability Ratings
Ratings Analysis chart can display only one benchmark at a time, and by default, it Analysis of a model
displays Benchmark 1 (in this case, Sample Custom Benchmark). portfolio and both of

However, when a second instance of the Sustainability Ratings Analysis chart is its benchmarks

created, each instance can display a different benchmark.
Do the following:

1. In the Analytical View of Income ETFs Portfolio, on the Tabs bar, select New Tab. A
new tab opens. It is named Untitled 1 and displays no charts, tables, or research tools.
Also, the Edit panel automatically opens.

Portfolio Analysis | Model Portfolios

< - Analytical View X
Holdings Allocation  Performance v Atiribution  Return/Risk  Risk Factc e New Tab =] .
- Click here.
Investment Growth « 10€ Growth = 08/01/2018 - 07/31/2018 » Income ETFs Portfolio o0&
B Name
. — Samplz Custorn Benchmark  — Morningstar Indexes Benchmark  — Income ETFs Portfolio
8 1 income ETFs Partfolio Lineiie

2. Inthe Edit panel, scroll down to the Sustainability area. Drag Sustainability Ratings
Analysis from the Edit panel and place it in the empty area of the Analytical View.

Portfolio Analysis | *Model Portfolios v

Analytical View
@ Sustinabiity Corelatons Ressarch Notes  Associated Accounts | Untitied Note the name
of the new tab.
R Drag this to
Sustainability the left.
istorical ESG
| Sustainanility Ratings Analysis
MOHNlNGSTAH Morningstar Direct for Asset Management August 2019 37
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Working with Custom Benchmarks

Exercise 10: Compare the Sustainability Ratings Analysis of a model

portfolio and both of its benchmarks

3. Tocreate a second instance of the chart, drag Sustainability Ratings Analysis from the
Edit panel and place it to the right of the existing chart.

Partfolio Analysis | *Model Portfolios

Analytical View

Notes Associated Accounfs  Untitled

Income ETFs Portfolio
=)

Above Averag

Income ETFs Par...

o Ne

vTap| Edit
{3

customize your analysis

# Scenario Metrics

Drag & drop charts, tables, and research tools to

R £SG 010 — Controversy = Sfistainability ¢ Soenario Tren 5]
Average 5332 576 4p 56 -

ieet  oe%of AU S?Sta'_nam_“w Drag this. ..

.............. ¥ Historics

29 Sample Custom Benchmark 4551 —

Below Avera ge L8

Tools

§ Associate ACCOUNTS 0] . 1o here.

Notes @

4. At the top of the Edit panel, click Done to close it.
Two instances of the Sustainability Ratings Analysis chart are displayed. Note that each

instance displays the same data— Income ETFs Portfolio and Sample

Custom Benchmark.

< Note: To see both charts in full, you might need to widen your browser window.

calslaal=le)
High

cal=laalsl)
High

Analytical View X
M ity Correlations FResearch Motes Associated Accounts  Untitied 1 8% Mew Tab H
Sustainability Ratings Analysis ... &* @ '  Sustainability Ratings Analysis ... &F [

Both instances match.

o000 o

Above Average

Average

Income ETFs Portfolio
2000
Portfolio ESG  53.32
— Controversy 5.7
Sustainability 47.56

sample Cust. _.

o000

Above Average

Average

Income ETFs Portiolio
2000
Portfolio ESG 53.32
— Controversy  5.76
Sustainability47.56

sample Cust. _.

Below Average

Low

below Average

Low

MAORNINGSTAR
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Working with Custom Benchmarks

Exercise 10: Compare the Sustainability Ratings Analysis of a model

portfolio and both of its benchmarks

5. Inthe right chart, click the Component Settings icon, then select Benchmark >

Portfolio Benchmark 2.
Analytical View Y
M ity Correlations Fesearch Motes  Associated Accounts  Untitled 1 8% Mew Tab H
Sustainability Ratings Analysis ... &¥ [0 ' Sustainability Ratings Analysis ... EN
Component Settirlgs Note the
highlighted
Global Catagory selections.
US Equity Large (fap Blend
Benchmark G_) Benchmark
: (o] T Ty S o ol = N g e © || Sample Custom Benchmark =
e Income ETFs Portfolio e
Above Average o000 Above Average Display Settings Q, Se Be
Portfolio ESG  53.32 Display liems
oo — Controversy 576 || @o® LiSclecthe
Average Sustainability 47.56 Average Data View
Chart
saccs BR Eé}h'ﬁl'é'f]'ﬁ;c'.". ............ saccs BR E'a'ﬁ{ﬁ'lé'ffﬂ's't'.". ............ S
Below Average

Low

Below Average

Low

6. Click away from the Component Settings menu to close it.

Note the benchmark and account information in the legend.

Analytical View b4
# CEquity Sustainability Correlations  Research Motes  Associated Accounts  Untitled 1 4 4 New Tab =

Sustainability Ratings Analysis = US Zquity L... OG0 Sustainability Ratings Analysis = US E... L N
The account's
Sustainability

SO0 Rating is displayed

High in the legend and

b represented by

acircle

o e |;| : - |;| i in both charts.

Income ETEs Portfolio o Income ETFs Portfolip

Above Average - Above Average =

Portfolio ESG 53.32 Portfolio ESG 53.32

=) — Controversy 5.76 = — Controversy 576

Average Sustainability 47.56 Ayerage Sustainability 47.56

oo L) gaipie Gltom Bencmanc " o Lz | Riormingstar indees.—"" Each chart

Below Average Below Average displays the
selected
benchmark in the

-~ - legend and as a

dotted line.

Low Low

MAORNINGSTAR
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Working with Custom Benchmarks

Exercise 10: Compare the Sustainability Ratings Analysis of a model
portfolio and both of its benchmarks

7. (Optional) If you want to save the new tab (Untitled 1), you must save the tab and then

use Save As to save the workbook. Do the following:

A. On the Tabs bar, hover the cursor over Untitled 1.
B. From the menu, select Rename.

Analytical View

Note the

Sustainability Ratings Analysis

Py |

High

Uk EQUITY Lar

Sustainall it rap

P Y 1 ]

High

highlighted
selections.

C. Name the tab My Custom Tab.

D. To save the workbook, hover the cursor over the workbook name (Client Accounts).
E. From the menu, select Save As. Note that Save cannot be selected.

WorkbooK
& ¢ SUSTEIN  Lrages et [ESIES
Sustainability Rating Cpen 3 X

Note the
highlighted
selections.

Sustainability Ratings Analysis = Uty ...

High

8. Name the workbook My Custom Workbook and click Save

MAORNINGSTAR
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Using an Investment Policy Overview

Using an Investment Policy

An investment policy serves as a blueprint for investment plans. How much should a Overview
client invest in equities versus fixed income versus commodities versus cash, or other

asset classes? For the equity portion, how much will be in US stocks versus

international stocks? Small/Mid-Cap versus Large Cap holdings? Value versus growth?

An investment policy is designed to communicate this path.

Morningstar Direct for Asset Management allows you to create custom policies to
document your firm’s various investment strategies. Not only can an investment policy
be used to compare a model portfolio’s alignment to asset allocation lineups and
performance outcomes, but also to conduct total portfolio attribution for a model
portfolio to determine if adjustments should be made, either to asset classes or the
managers selected.

This section covers the following topics and exercises:

» What is involved in creating an investment policy? (page 42)

» Exercise 11: Create an investment policy and its Level 1 asset classes and proxies
(page 43)

» Exercise 12: Add a level for Morningstar Category (page 45)

» Exercise 13: Create the Level 2 asset classes and proxies (page 46)

» Exercise 14: Assign weights to the Level 2 asset classes (page 50)

» Exercise 15: Save an investment policy (page 51)

» Exercise 16: Create an investment policy from a custom benchmark (page 52)

» Exercise 17: Attach an investment policy to a model portfolio (page 55)

» Exercise 18: Compare the allocations of the model portfolio and the policy
(page 57)

» Exercise 19: Use groupings to replicate a policy’s asset classes (page 59)

Morningstar Direct for Asset Management August 2019 vy
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Using an Investment Policy What is involved in creating an investment policy?

In this section, you will create an investment policy and apply it to a model portfolio. What is involved
Global Broad Category, Morningstar Category, and Morningstar Institutional Category in creating an

are the levels initially available for a policy, but custom data points can be used to build investment policy?
policies instead of (or in addition to) these.

< Note: To create a policy based on custom data points (such as your firm's own asset class
lineups), the custom data point(s) must first be created from the Custom Data Management
page. The investments used in model portfolios should also be mapped to these custom
data points.

For example, a policy could be created only at the Morningstar Category level. If you
don't intend to conduct total portfolio attribution at the Global Broad Category Group
level or otherwise use that asset classification for comparison purposes, then this asset
class grouping does not need to be created as a policy level.

The overall steps to creating an investment policy are as follows:

1. Create an investment policy and select the Level 1 (in this case, Global Category) asset
classes and proxies.

& Note: When creating a policy with only one level, go to step 4.

2. Add the Level 2 (in this case, Morningstar Category) asset class.
3. Select the Level 2 sub-asset classes and proxies.

4. Set the weights for the Level 2 asset classes. (These will automatically roll up to the
Level 1 grouping.)

5. Save the investment policy.

< Note: You can also create a third level in an investment policy.
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Using an Investment Policy

Exercise 11: Create an investment policy and its Level 1 asset

classes and proxies

In this exercise, you will create an investment policy with four Level 1 asset classes and
their proxies, as shown in the following table:

Level 1 Asset Class:
Global Broad Category Group

Proxy

Alternative ICE BofAML US High Yield TR USD

Equity S&P 500 TR USD

Fixed Income BBgBarc Aggregate Bond Treasury TR
Money Market BBgBarc US Treasury Bill 1-3 Mon TR USD

Do the following:

1. In the header, click the Create icon, then select Policy. The Policy Editor window opens.

Exercise 11: Create
an investment policy
and its Level 1 asset
classes and proxies

Select this option.

Note the highlighted selections.

Create
’ ity List
MORNINGSIAR Direct> =
i: Search for Securities and Research.
Lists & Screens Maodel Portfolios
ame Type  Last Modified Nam u
Blockcha 08/Z3/2018 3
Stocks 10 Watch 08/Z3/2018 Gri 8
2. Inthe Asset Class Level area, from the Level 1 drop-down field, select Global Broad
Category Group.
3. From the Name drop-down field, select Alternative.
4. In the Proxy column Search field, enter ICE BofAML US High Yield TR USD and select
it from the search results.
Untitled v 08/31/2018 v X
Asset Class Level
Name Proxy
— = = = I Total
Llobal broad Lategory Group W
: f aiterms v | [icesorami us High view TR ust|

MAORNINGSTAR
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Exercise 11: Create an investment policy and its Level 1 asset

Using an Investment Policy

classes and proxies

Click the Add Asset Class icon. A new row appears.
From the Name drop-down field, select Equity.
In the Proxy column Search field, enter S&P 500 TR USD and select it from the

search results.

Untitled v 08/31/2018 v (_ LoadDaa v ) X
Asset Class Level
MName Proxy
- Tptal
Global Broad Category Group W
mative V] ICE BofAML US High Yield TR
| AddLevel ) Vl

8. Continue adding asset classes and their proxies, as described in this table:

Asset Class

Proxy

Fixed Income BBgBarc Aggregate Bond Treasury TR
Money Market BBgBarc US Treasury Bill 1-3 Mon TR USD
Untitled v 08/31/2018 v ( LoadData v ) 5

Asset Class Level

Click here to add an asset class.

Name Proxy
Level 1
Total
Global Broad Category Group W :
Alternative W |CE BofAML US High Yield TR
3 Equity v S&P 500 TR USD

Fixed Income W B regate Bond Treasur
Money Market v BBgBarc US Treasury Bill 1-3 Mar

The Name and Proxy columns
should look like this.

MAORNINGSTAR
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Using an Investment Policy Exercise 12: Add a level for Morningstar Category

Now that you have created the Level 1 asset classes and their proxies, you can create
the Level 2 asset classes. Do the following:

1. Inthe Asset Class Level area, click Add Level. The Level 2 drop-down field appears.

Untitled v 08/31/2018 v ( LoadData v ) X

Asset Class Level

Exercise 12: Add a level
for Morningstar Category

Click here to add a level.

Name Proxy
Level 1
Total
Global Broad Category Group W :
Alternative v |CE BofAML US High Yield TR
(@D Equity v §&F 500 TR USD
Fixed Income W BBqgBarc Aggregate Bond Treasur
Money Market W BBgBarc US Treasury Bill 1-3 Mar

2. From the Level 2 drop-down field, select Morningstar Category.

In the list to the right, the Level 1 asset classes (Name column) and proxies (Proxy
column) are displayed. Each Level 1 shows a row in which you will create its Level 2
asset classes (sub-asset classes).

Untitled v 08/31/2018 v ( LoadDam v ) X
Asset Class Level
i v Name Proxy
Total
Global Broad Category Group W
v SAliemative % JGEEG MU ekl Select Morningstar Category.
Morningstar Category v ¥ Equity v S&P 500 TR USD
—_ Select an Asset Class W Selecta Pro
i) v Fixed Income W BBgBarc Aggregate Bond Treas
Select an Asset Class W Select a Proxy
¥ Money Market W BBgBarc US Treasury Bill 1-3 NV
Select an Asset Class W Selecta Pro
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Using an Investment Policy

Exercise 13: Create the Level 2 asset classes and proxies

To create the Level 2 asset classes and proxies, do the following:

1. Inthe new row beneath Alternative, the empty field can be used as a Search field. Click
the empty Select an Asset Class field and type United States Long-Short Credit.

Select it from the search results.

Exercise 13: Create the
Level 2 asset classes
and proxies

2. Inthe Select a Proxy field, search for and select Morningstar Diversd Alt TR USD.

Untitled v  02/28/2019 v (( loadData v ) X
Asset Class Level +
¥ Name Proxy
Lavel 1
Total
Global Broad Category Group W
¥  Alternative &  ICE BofAML US High Yield TR USD
i ) 3 Note the
avel 2 United States Long-Short Credit Morningstar Diversd Alt TR USD o
Level 2 nited States Long-Shart C arningstar Uive highlighted
Morningstar Catagory v v Equity v S&P 500 TR USD selections.
: ] ¥ Fixed Income i BBgBarc Aggregate Bond Treasury TR
3. Under Equity, in the Select an Asset Class field, search for and select United States
Large Growth.
4. In the Select a Proxy field, search for and select Russell 1000 Growth TR USD.
Untitled v 02/28/2019 v ((losdData v ) X
Asset Class Level +
¥ Name Proxy
Lavel 1
Total
Global Broad Catsgary Group v
Y Altemative v ICE BofAML US High Yield TR USD
Lavel 2 United States Long-Short Credit v Marningst ersd Alt TR USD
Maorningstar Category o ¥ Equity W S&P 500 TR USD
: ) 7 Note the
Jnited States Large Growth Russell 1000 Growth TR USD T
._ . United States Large Grow v (%) Russell owih highlighted
¥ Fixed Income v BBgBarc Aggregate Bond Treasury TR selections.
Select an Asset Class W Selecta P
¥ Money Market W BBgBarc US Treasury Bill 1-3 Mon TR
5. To add another asset class under Equity, click the Add Asset Class icon, then from the
Add Asset Class menu, select Level 2 > Equity. A new row appears under Equity.
Untitled v  08/31/2018 v
Asset Class Level 5 1evel 2
M Assel L Jass Note the highlighted selections.
al Broad Category Grou |,
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Using an Investment Policy Exercise 13: Create the Level 2 asset classes and proxies

6. Inthe new row, search for and select United States Large Growth.

7. Repeat step 6 four times so Equity shows four rows to be filled in under United States
Large Growth.

Untitled v  02/28/2019 v (_loadData v ) X
Asset Class Level +
¥ Name Proxy
Level 1
Total
Global Broad Catsgary Group v
¥ Alternative v ICE BofAML US High Yield TR
Level 2 United States Long-Short Credit “ Morningstar Diversd Alt TR USD
Maorningstar Category o ¥ Equity W S&P 500 TR USD
United States Large Growth 4 Russell 1000 Growth TR USD
——— Select an Asset Class A% Selecta Proxy
. - - These are the rows
Select an Asset Class v Select a Proxy you just created.
Select an Asset Class A% Selecta Proxy
Select an Asset Class v Select a Proxy
¥ Fixed Income v BBgBarc Aggregate Bond Treas
Select an Asset Class W Select a Prox
¥ Money Market v BBgBarc US Treasury Bill 1-3 b
Select an Asset Class Select a Proxy

8. Inthe new rows, search for and select asset classes and their proxies, as shown in

this table:
Asset Class Proxy
United States Large Value Russell 1000 Value TR USD
United States Small Growth Russell 2000 Growth TR USD
United States Small Value Russell 2000 Value TR USD
United States Foreign Large Blend | MSCI ACWI ex US Momentum NR USD

¥ Equity W S&P 500 TR USD
United States Large Growth i Russell 1000 Grawth TR USD .
St : : The Equity Name and Proxy
United States Large Value A% Russell 1000 Value TR USD columns should look like this.
United States Small Growth A\ Russell 2000 Growth TR USD
United States Small Value A Russell 2000 Value TR USD
United States Foreign Large Blend A4 MSCI ACWI ex US Momentum NR USD
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Using an Investment Policy Exercise 13: Create the Level 2 asset classes and proxies

9. Inthe Fixed Income column Search field, search for and select United States High

Yield Bond.
10. In the Select a Proxy field, search for and select BBgBarc Aggregate Bond
Treasury TR.
¥ Fixed Income W BBqBarc Aggregate Bond Treasury TR Note the highlighted selections.
| United States High Yield Bond W BBgBarc Aggregate Bond Treasury TR |

11. To add another sub-asset class under Fixed Income, click the Add Asset Class icon, then
from the Add Asset Class menu, select Level 2 > Fixed Income.

Untitled v 08/31/2018 v (_Loag.

R
Asset Class Level (<) Level 2

Ljiernative

Level 1 Add Asset Class Equity Note the highlighted selections.

Global Broad Category Grou

| Level 2 >|’
pyel 7

12. Under Fixed Income, repeat step 11 to add one more asset class (row).

13. In the unassigned Fixed Income rows, search for and select asset classes and their
proxies, as shown in this table:

Asset Class Proxy

United States Intermediate-Term Bond | BBgBarc Aggregate Bond Treasury TR

United States Muni National Interm BBgBarc US Municipal 1-15 Yr TR USD

¥ Fixed Income W BBEgBarc Aggregate Bond Treasury TR

=

United States High Yield Bond W BBgBarc Aggregate Bond Treasury TR

The Fixed Income Name and Proxy
columns should look like this.

United States Intermediate Term Bond W BEgBarc Aggregate Bond Treasury TR
United States Muni National Interm w BBgBarc Municipal 1-15 Y1 TR USD
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Using an Investment Policy Exercise 13: Create the Level 2 asset classes and proxies

14. In the Money Market column Select an Asset Class field, search for and select United
States Prime Money Market.

15. In the Proxy column Select a Proxy field, search for and select BBgBarc US Treasury
Bill 1-3 Mon TR USD.

f
¥ Name Proxy
Total
v Alternative v ICE BofAML US High Yield TR USD W
United States Long-Short Credit = v Marningstar Diversd Al TR USD W
¥ Equity W S5&P 500 TR USD W
United States Large Growth W Russell 1000 TR USD W
United States Large Value Y] Russell 1000 TR USD 1%
United States Small Growth W Russell 2000 TR US W
United States Small Value W Russell 2000 TR USD W
United States Foreign Large Blend v MSCI ACWI ex US Momentum NR USD v
T Fixed Income W BBgBarc Aggregate Bond Treasury... |
United States Long-Short Equity v S&P 500 TR USD W
United States Intermediate-Ter... v BBgBarc Municipal 1-15 Yr TR USD W
United States Muni National Int... v BBgBarc Municipal 1-15 Yr TR USD W
¥ | Money Market W BEgBarc US Treasury Bill 1-3 Mon... A L e e
United States Prime Money Ma... v BBgBarc US Treasury Bill 1-3 MonT... columns should look like this.
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Using an Investment Policy

Exercise 14: Assign weights to the Level 2 asset classes

Finally, assign a weight to each of the Level 2 asset classes. The weights must

total 100.

< Note: You don't need to enter weights for Level 1 because it automatically equals the sum of

its Level 2 asset classes.

To assign the weights, do the following:

Exercise 14: Assign

weights to the Level 2

asset classes

1. If the Weight % column is not visible at the right side of the window, do one of

the following:

» zoom out

<& Note: In Chrome or Internet Explorer, zoom out by pressing <CTRL>+<-> one or more times

until you can see

the Weight % column at the right.

» widen your browser window, or

» scroll right.

2. In the Weight % column (to the right of the Proxy column), enter the weight of each
Morningstar Category level (Level 2) as shown in the following table:

< Note: The broad category weights update as you add weights to the Level 2 asset classes.

MAORNINGSTAR

© 2019 Morningstar. All Rights Reserved.

Level 1 Asset Class:

Global Broad

Category Group Level 2 Asset Class: Morningstar Category | Proxy Weight

Alternative United States Long-Short Credit Morningstar Diversd Alt TR USD 10

Equity United States Large Growth Russell 1000 Growth TR USD 175
United States Large Value Russell 1000 Value TR USD 17.5
United States Small Growth Russell 2000 Growth TR USD 5
United States Small Value Russell 2000 Value TR USD 5
United States Foreign Large Blend MSCI ACWI ex US Momentum NR USD 20

Fixed Income United States High-Yield Bond BBgBarc Aggregate Bond Treasury TR USD | 10
United States Intermediate-Term Bond BBgBarc Aggregate Bond Treasury TR USD | 5
United States Muni National Interm BBgBarc Municipal 1-15 Yr TR USD 5

Money Market United States Prime Money Market BBgBarc US Treasury Bill 1-3Mon TRUSD | 5
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Using an Investment Policy Exercise 15: Save an investment policy

¥ Name Proxy Weight %
i o The Weight % column

¥ Alternative W IGE BofAML US High Yield TR USD v 10.00 should look like this.
United 5tates Long-Short Credit v Marningstar Diversd Alt TR USD v 10.00
¥ Equity W 5&P 500 TR USD s 65.00
United States Large Growth W Russell 1000 Growth TR USD v 17.50
United States Large Value A% Russell 1000 Value TR USD v 17.50
United States Small Growth W Russell 2000 Grawth TR USD v .00
United States Small Vaiue A% Russell 2000 Value TR USD v 2.00
United States Foreign Large Blend A% MSCI ACWI ex US Momentum NR USD W 20.00
¥ Fixed Income W BEgBarc Aggregate Bond Treasury TR W 20.00
United States High Yield Bond W BBgBarc Aggregate Bond Treasury TR W 10.00
United States IntermediateTerm Bond W BBg2arc Aggregate Bond Treasury TR W 3.00
United States Muni Mational Interm W BBgBarc Municipal 1-15 Yr TR USD v 5.00
¥ Money Market W BEgBarc US Treasury Bill 1-3 Mon TR ... 5.00
United States Prime Money Market W BBgBarc Municipal 1-15¥r TR USD W 5.00

To save your policy, do the following: Exercise 15: Save an

1. From the top-left corner of the window, click the Untitled drop-down field, then select investment policy

Save As.

|Un1it|eu:| vl 08/3

Asset C [ palicy Note the highlighted selections.

dename

Level 1

Save At

Global

2. Inthe text field, type Sample Investment Policy, then click Save.

[

Save Policy as

” Sample Investment Policy | | Name the policy

3. Analert opens to tell you that the policy has been saved successfully. Click Close.
4. In the upper-right corner of the Policy Editor window, click the X to close it.

< Note: Now that this policy is saved, you can easily create other policies by using the Save As
command to give this policy a new name, then change the weights, proxies, categories, or a
combination of all three.
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Using an Investment Policy Exercise 16: Create an investment policy from a custom benchmark

Another way to create an investment policy is to create it from a custom benchmark. In Exercise 16: Create an
this exercise, you will use the Aggressive custom benchmark, which you created in investment policy from a
Exercise 5 on page 22. custom benchmark

Do the following:

1. From the header, select Create > Policy. The policy window opens.

Portfolio Analysis | *Model Portfolios

@H )¢ ) Column Set v Create ¢ Analytics ()
Asset Alloc  Asset Alloc Asset Alloc Ast List
Stock Stock  Asset Alloc Bond ~ loc  Asset All
(Long) {mo-  (Short) (mo-  Stock (Net) (Long) {mo- (Shi aCreen ngl Cash (Sho
l\larne end) end) (mo-end) end) Cient Aocoudl nd} (mo-en Note the
] ncome ETFs Portfolio 99.43 0.00 99.43 0.0 1.58 0 hlghllghted
selections.
Grid Batcl
2. Click Load Data, then select Custom Benchmarks > Aggressive Custom Benchmark >
01/01/2009.
Untitled v 06/30/2019 v Note the highlighted selections.
Asset Class Level Load Data (<) Custom Benchmarks (<) Aggressive Custom Benchmark
Level 1 = Q a
Select Asset Class Levi | ¢,com Benchmarks ? | |Aggressi'.'-:- Custom Benchmark >| (0170172009 |
Modal Portfolios ? Conservative Custom Benchmark ’
: N b Moderate Custom Benchmark ’
Select Asset Class Lev izt e
TS, Morningstar Indexes Benchmark ’
Sample Custom Benchmark ?
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Using an Investment Policy Exercise 16: Create an investment policy from a custom benchmark

3. Click Level 1, then from the menu, select Morningstar Category.

Untitled v 06/30/2019 v ((loadData v )

Asset Class Level

Name

Level 1

Total Note the highlighted selections.

Mprningstar's Asset Class

(hlobal Broad Category Group

Morningstar Institutional Category
Region Specific _

AIG Sector = =

4. In the Name column, from the Select an Asset Class menus, make a selection
according to the following table:

< Note: As you make each selection, that row moves into place in the list, so the next Select an
Asset Class menu is at the top of the list.

For this Proxy... Select this Morningstar Category...

Morningstar US Core Bd TR USD United States Intermediate Core Bond

Morningstar US Corp Bd TR USD United States Corporate Bond

Morningstar US Treasury TR USD United States Money Market-Taxable

Morningstar US Inter Gov Bd TR USD | United States Intermediate Government

Morningstar US Mid Val TR USD United States Mid-Cap Value

Morningstar Gbl Mkts xUS GR USD United States Foreign Large Blend

Morningstar US Small Cap TR USD United States Small Blend

Morningstar US Large Cap TR USD United States Large Blend

Morningstar EM GR USD United States Diversified Emerging Mkts
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Using an Investment Policy Exercise 16: Create an investment policy from a custom benchmark

5. Inthe upper-left corner of the window, click Untitled. From the Policy menu, select
Save As.

Untitled v | 06/30/2019 v (LosdData v )

Asset C | Policy -+
Name T -
Level 1 Note the highlighted selections.
Total
Mornit
United States Mid-Cap Value
( Add Level ) United States Intermediate Govg

United States Money Market-Tay
United States Corporate Bond
United States Intermediate Core

United States Forzsign Large Ble

6. Name the policy Aggressive Policy, then click Save.
7. When the notification opens, click Close.
8. Inthe upper-right corner of the window, click to X to close it.
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Using an Investment Policy Exercise 17: Attach an investment policy to a model portfolio

As you know, an investment policy describes the process to be used by a wealth Exercise 17: Attach an
manager in making investment decisions. The wealth manager should periodically investment policy to a
review a model portfolio’s policy and monitor how well the portfolio is meeting its model portfolio

objectives. Applying a policy to a model portfolio makes it easy to use in such a review.

In this exercise, you will attach the Sample Investment Policy to the
Income ETFs Portfolio.

< Note: A policy can be attached to multiple model portfolios.

To attach an investment policy to a model portfolio, do the following:

1. From the Menu, select Model Portfolios. The Model Portfolios page opens.

— Menu | Home

Rome ]

. e, Note the highlighted
MORMNESTR Direct | o™

'3'"'193:3’ Research

=
'
[a)
Jeur
Bt
57}

o

Mlarkets
ANALYZE
Client Accounts Model Portfolios
LHIRE SHnDY T Last Modified Name
—
List 08/23/2018 Scott Tucker
ez st 08/Z3/2018 Richard Ha

2. On the Model Portfolios page, double-click Income ETFs Portfolio.

Model Portfolios
[# Create Model Partfolio
Select a previously created Model Portfolio from the below tEble. To create or delete a Model Portfolio, use the controls above
] ame ¥ Tvpe -
O nderate Editable
O 7 nderate Combination Editable
U 3 Aggressive Editable
Double-click this
O 4 Conszervative Editable model portfolio.
[l 5 ncome ETFs Portfolio Editable
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Using an Investment Policy

Exercise 17: Attach an investment policy to a model portfolio

In the “Select a workbook to view the model portfolio” dialog box, select Model

Portfolios. The Model Portfolios workbook opens, displaying the Grid.

Select a workbook to view the model portfolio: >
Q. Locate Workhoo Type Owner Modified Created
Client Accounts  Read Only Partfalios 0172772017 01/26/2017
Custom Benchmarks Read Only Portfolios 072772017 01/26/2017
1o rifolios M Portfali 01/27/2017 01/26/2017 . .
Model Portfolios  Read Only orolho DIz 01/26/2017 Select this option.
Client Accounts & Proposals Portfiolios Ve 10/18/2018 10/18/2018
C Portfalios e 121172018 12/11/2018
C Portfalios he 02/13/2019 02/13/2019
M Portfalios M 08/01/2019 08/01/2019
Portfalios M 06/14/2017 06/13/2017

4. Hover the cursor over the Income ETFs Portfolio row. The Actions icon appears. Click
the Actions icon and select Settings. The Model Portfolio Settings window opens.

Portfalio Analysis | Model Portfolios

Asset Alloc  Asset Alloc
Stock Stock
{Long) (mo-  (Short) {mo-
® Name end) end)
B 1 Income ETFs Partfolio a7 48 0.00
Account
Note the highlighted selections.
Actions
Generate Portfolio Proposal Report
Generate Portfolios Comparison Report
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Using an Investment Policy

Exercise 18: Compare the allocations of the model portfolio and the policy

5. On the left side of the window, select Calculation.

6. On the right side of the window, from the Pelicy menu, select Sample
Investment Policy.

< Note: A policy can also be used as a benchmark. This saves the time of creating a new

benchmark with the same holdings as the policy. If a policy is used as Benchmark 1, when the

model portfolio is edited, the Editor window reflects data from the investment policy.

Model Portfolio Settings

Morningstar Cash TR USD Q. O Usa Zero Return

@ Use Risk-Free Proxy

Genera .
B | Y C Note the
Calculation Sample Custom Benchmark C. Morningstar Indexes Benchmark Q. I || highlighted
Naone selections.
2018 Investnent Paolicy

7. Inthe upper-right corner of the window, click Save. The window closes.

If a model portfolio is edited, the portfolio’s correlation to the policy could change.
Comparing the portfolio to the policy might reveal disparities to be addressed.

In this exercise, you will examine the allocations of the portfolio against those of
the policy.

Do the following:

1. In the Model Portfolios workbook, click the name Income ETFs Portfolio, select the

Equity tab.
2. Expand the Allocation chart.

Exercise 18: Compare the
allocations of the model
portfolio and the policy

Partfalio Analysis | Model Portfolios

13 ) Analytical View X
@' nalysis | Equity v | Sustainability Correlations Research Notes Assoc ) 4 Mew Tab = Select this
Style Box = Equity Holdings Syle ... &% 2 & | Allocation = Momningstar Sector =... & (& ﬁ worksheet.
B Name
.
- e Val Bl Gwth Portfolioc  Bench...
el kel =ﬂ Weight % Name Weight ~ Weight
. 0
W 2548 20.88 12.62
5 | O] 8 1024 911 977
- 1431 804
5 0 0 1 10.56 8.73
8.95 1.35 .
= Click here to
: expand the
Holdings Analysis = Zquity Statist... &% 0 & Equity Region Exposure = 05/30/.., & & & Allocation
chart.
Name q ﬁ
Income ETFs Portfolio "
om Banchmark -
ndti L ]
<-1.25% 0 1.26%

MAORNINGSTAR
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Using an Investment Policy Exercise 18: Compare the allocations of the model portfolio and the policy

By default, the chart shows the Level 1 asset class allocations of the policy attached to
the portfolio.

The policy values are
represented by vertical lines.

Portfolio Analysis | Model Portfolios

1 Analytical View X
@' nalysis Eguity v  Sustainability Correlations Research [otes  Associfg) 4 New Ta 1=
Allocation * Momingstar Sector # 06/30/2018 » Income ETFs Portfplio a6 &
E  Name
- = - Portfolio  Bench... 7
@ 1 Income ETFs Portfolio Name Weight  Weight +- | 1 Sample Investment Polic |
Technology {Net 20.88 826
Fin Sves (Met) 19.11 085
Healthcare {Net) 1484 5.80 1
i 1055 384 NN
295 80 I
354 I
221
345 9 15
265 4 071 W
253 75 073 M
3 2is -1gp B
0 0 40
3. Examine the results.
< Note: Your results will differ from those shown in the screenshot.
In your results, when comparing the model portfolio and the policy, in which sector(s) is
the portfolio overweighted? In which is it underweighted?
Allocation = Momingstar Sectar « 06/30/2019 = Income ETFs Portfalio o0
This model
f ortfolio is
Portfolio  Bench... . - Everweighted
H H Cample Imvestment Paolic h
Name Weight  Weight +- | aample Investment Polic in Technology. .
[ Technology {Net) 20,88 v 8.20 —|
Fin Sves [Net) 131 9.77 085 I
Healthcare {Net) 14.84 204 .80 1
ndustrials {Met 10.56 .73 384 N
205 735 60 |
6.46 202 354 NN
6.07 3.86 zz1 N .and
2 aF - g | underweighted
—_— — = in Real Estate
04 071 W (Net).
253 07z W
13 278 -147 B1 |
0 20 40
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Using an Investment Policy Exercise 19: Use groupings to replicate a policy's asset classes

4. Collapse the chart.

Allocation » Momingstar Sector = 08/30/2019 = Income ETFs Portfolio (s ik here 1
collapse
Portfolio  Bench... ) . BRGNS
Name Weight  Waight +- 1 Sample [nvestment Policy
Technology {Met} 2088 12 62 826
Fin Sves {Met) 19.11 055
Healthcare |Met) 1484 8.04 6.80 |
ndustrials {Net) 10.55 6.73 334 I
Cons Cyc {Ne 285 135 B0 |
Energy (Net) £.46 282 354 NN
Cong Def [Net] 6.07 386 271 N
Utilities {Net) 345 2.9 15
Comm Svcs {Net 1.04 077 W
Basic Matls {Net] 253 07z M
Real Estate {Net| 131 2718 —147 B
0 20 40
The policy’s groupings (or asset classes) provide additional lenses to examine a Exercise 19: Use
model portfolio. In the Holdings Analysis table, you cannot directly group holdings to groupings to replicate
match the policy’s groupings, but you can recreate them. a policy’s asset classes
The supported groupings in the Holdings Analysis table are as follows:
» Global Broad Category
» Morningstar Category, and
» Morningstar Institutional Category.
The Holdings Analysis table can also reflect groupings based on custom data points
created by you or your firm. The table supports up to five levels of grouping.
In this exercise, you will recreate an investment policy’s groupings in the Holdings
Analysis table.
< Note: To refresh your memary of the structure of the investment policy, review Exercise 14 on
page 50.
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Using an Investment Policy Exercise 19: Use groupings to replicate a policy's asset classes

Do the following:
1. In the Model Portfolio workbook, make sure the Income ETFs Portfolio is selected.
2. Select the Holdings tab.
In the Holdings Analysis table, note that the Sample Custom Benchmark is displayed.

Analytical View ®
Holdings v Allocation Performance Amribution  Return/Risk  Risk Facto@) + Mew Tab H
Holdings Analysis » Holdings Summary » USD » 07/31/201% » Income ETFs Portfolio (o e
Maorning...
Analyst Return (1N ; ;
Name Ticker Weight Rating mo-er L?S%gglsdénegnscmgﬁ'f table
’ by default.
Income ETFs Portfolio = 100.00 — 0.
| sample Custom Benchmark | — - — 2
1 Financial Select Sector SPOR® ETF XLF 500 — 2
2 Real Estate Select Sectar SPOR® HLRE 1500 — 1
3 Vanguard FTSE Developed Markats ETF VEA 1500 Silver -2
4 Vanguard Growth Index Admiral VIGAX 1200 Silver 2
5 Invesco S&P Emerging Markets Low Vol ETF EELV 1500 — -3
6 Schwab US Dividend Equity ETF™ SCHD 15.00 Silver 1
3. Click the Component Settings icon, then select Grouping > Global Broad Category.
The Grouping menu reappears.
Analytical View X Note the
) o . R . o ~ highlighted selections.
Holdings v  Allocation  Performance  Awribution  Return/Risk  Risk Factoi) + New Tab 1=}
Holdings Analysis = Holdings Summary = USD = 07/31/2019 » Income ETFs Porifolio =
Component Setyﬁs
Name Ticker Weig 2
Income ETFs Portfolio = 100.0 | ?
Sample Investment Policy — . — ]
. . =) ‘:I: B
1 Financial Select Sector SPOR® ETE XLF 5 = -
2 Real Estate Select Sector SPDR® HLRE 15. 1
3 Vanguard FTSE Developed Markets ETF VI 15,{ Sample Custom Benc
E" [V I 3 (N nn e Admir '.r' IE.‘( 'E_ :L"E‘"I:'.r'
4 Vangua E,C[E wt .c % Admiral : VIEA 134 Us Doliar [——
5 Invesco S&P Emerging Markets Low Vol ETF EELY Shr— vlarmingstar Lategory
& Schwab US Dividend Equity ETF™ SCHD 12.00 Silver | Morningstar Institutional Categary
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Using an Investment Policy Exercise 19: Use groupings to replicate a policy's asset classes

4. Click Select Grouping again, then select Morningstar Category (the policy’s Level 2
Asset Class).

(<) Grouping @& | | © crouping [ Done

| Select Grouping b4 |

Note the highlighted selections.

¥ Global Broad Category

1/5 Clear All

The Grouping menu reopens. The selected groupings are listed in the order in which you
selected them.

(<) Grouping [ Done J
Select Grouping v
¥ Global Broad Category

Note the highlighted selections.

¥ Morningstar Categary

2/5 Clear All

5. Click Done.
6. Click the Component Settings icon to close the menu.

The model portfolio’s holdings are now displayed according to the assigned groupings
(matching the groupings in the palicy).

7. Scroll right to see more of the Holdings Analysis table.

Analytical View 4
Holdings %  Allocation Performance  Attribution  Return/Risk  Risk Fac e New Tab [H (IPthglié%;lolB(:iona%s
Holdings Analysis » Holdings Summary « USD = 07/31/2018 = Income ETFs Portfolio e %gsglog)é tohnee
fund in each of the
) Morningstar
¥ Name Ticker Weight Ldnuarll;rlsl}g;;ai:ng fetd Categories.
- T
Income ETFs Portfolio — 100,00 —
Samgle Investment Policy - - -
¥ Equity — - —
¥ Diversified Emerging Mkts — - —
rvesco S&P Emerging Markes Low Val ... EELY 18.00 —
¥ Foreign Large Blend — - —
2 Vanguard FTSE Developed Markets ETF WEA 15.00 Silver
¥ Heal Estate - - -
3 Real Estate Select Sector SPOR® KLRE 15.00 —
¥ Financial - - -
4 Financial Select Sector SPOR® ETF HLF 2500 —
¥ Large Value — - —
5 Schwab UE Dividend Equity ETF™ SCHD 15.00 Silver
¥ Large Growth — - - Scroll here.
6 \anguard Growth Index Admiral VIGAX 15.00Silver |
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Editing a Model Portfolio

Overview

Editing a Model Portfolio

Suppose you are reviewing the Moderate model portfolio and you discover that, due to
changed in the market and economic conditions in the US and abroad, changes need
to be made to the weightings in the model portfolio. How can a model portfolio be
edited to add, remove, or change holdings, and to add an additional date to the same
model portfolio?

This section covers the following:

» Exercise 20: Create a new portfolio date (page 63)

» Exercise 21: Remove a holding from a model portfolio (page 65)

» Exercise 22: Add a holding to a model portfolio (page 66)

» Exercise 23: Change a model portfolio’s identifier (page 68)

» Exercise 24: Use an identifier to import data to an existing model portfolio
(page 69)

» What is embedding and how is it used in a model portfolio? (page 75)

» Exercise 25: Import data for multiple model portfolios (page 75)

» Exercise 26: Build a model portfolio based on other model portfolios (page 78)

» What happens when | delete a child portfolio object (or one of its holdings)?
(page 80)

» Exercise 27: Delete a model portfolio (page 80)

Overview

Morningstar Direct for Asset Management August 2019
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Editing a Model Portfolio Exercise 20: Create a new portfolio date

You might need to periodically revise the holdings or their weights in a model portfolio. Exercise 20: Create a new

Before making such a change to the model portfolio, be sure to create a new portfolio portfolio date

date. This ensures that you can look back at the previous date’s holdings and weights.
Do the following:

1. In the Model Portfolios workbook Grid, hover the cursor over Moderate. The Actions
icon appears.

2. Click the Actions icon and from the menu, select Edit Holdings. The Editing Holdings
window opens.

Portfolio Analysis | *Model Portfolios

P, 2 RIS

Asset Alloc  Asset Alloc

Stock Stock

(Long) (me-  (Short) (mo-

B Name end) end)

B 1 Moderate ) - -

Account

Note the
highlighted selections.

-------

Actions

Generate Portfolio Proposal Repart

Generate Portfolios Comparison Repart
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Editing a Model Portfolio Exercise 20: Create a new portfolio date

3. Inthe list of holdings, click the Component Settings icon, then select Portfolio Date >
Create From Existing Date. A new menu opens.

4. Select the date you want to use as the basis of the new date. In this case, only one date
is available (03/31/2012). A new menu opens.

5. Inthe Holdings Date field, type yesterday's date.

< Note: In the Retain From 03/31/2012 field, leave Shares selected. The other option for this
field is Weights.[

EDITING HOLDINGS FOR "MODERATE" Save SaveAs | Rename | Close
Moderate 03/31/2012 £ |§ Allocation: Asset Allocation 07/31/2019 N
+ Component Settirlgs W Stock {Net] Note the
E———— B Eand (M) highlighted
29 190 } Cash (Net} selections.
03/31/2012
Name - W Pref et
sEncnmark .
Edited Morningstar Mod Tgt Risk TRUSD ~ * W Canvert {het)
. i M Other [Net]
Existing Column Set 5
Morningstar Mod Tgt Risk TR USD Asset Allocation
Unallocated Cash o . menchmark  Fuigting  Frited
(<) Portfolio Holdings Dates
Edit Current Date o () Create From Existing Date
. . l<) Create From Existing Date
Create New Date I :
= q Holdings Date
Create From Existing Date 2| || 03r3rzmz > | Moaroszais
Delete Existing Date » Retain From 03/31/2012
Open Date ? Shares

6. Click Done.

7. Inthe upper-right corner of the Editing Holdings window, click Save. Don't close the
Editing Holdings window.
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Editing a Model Portfolio

Exercise 21: Remove

a holding from a model portfolio

In this exercise, you will remove a holding from the Moderate model portfolio.

The Editing Holdings window should still be open.

1.

2.

Exercise 21: Remove

a holding from a
model portfolio

Hover the cursor over AMG Yacktman |. The Actions icon appears to the right of the

name.

Click the Actions icon and select Remove from portfolio. The holding is removed from

the model portfolio.

EDITING HOLDINGS FOR "MODERATE" Save Save As Rename Close

Moderate 08/05/2019 £% 3 Allocation; Asset Allocation 05/31/2019 {3 &
il 100.00 M Stock (Net)
B Bond (Met)
Cash {Net}
Name Weight > W Pref {Net)
i i "
Existing 100.00
Momingstar Mod Tqt Risk TR USD i o0
Unallocated Cash 0.00 Existing  Edited Eenchmark
1 American Funds AMCAP A 15.00
2 AMG Yackiman @ =0 Investment Growth: 10K Growth 06/05/20... {:} pd .
: - Click here to
3 American Funds American **=-"* Eeea — Existing  — Edited Benchmark remove
4 American Funds New Per: - Actions 11.633.68 this holding.
5 American Funds Capital Wi -
& American Funds Europacit | Femove from porfol |
7 Dodge & Cox Income o 000000
8 American Funds Intl Gr and Inc5294 7.50
9 American Funds Washington Mutual A 7.50 8.366.32
Jun 3 Jun3
B 2018

In the upper-right corner of the Editing Holdings window, click Save. Don't close the

Editing Holdings window.

Note that the weight of AMG Yacktman | (15.00) has been assigned to Unallocated Cash.

EDITING HOLDINGS FOR "MODERATE" Save Save As Rename Close

Moderate 08/05/2019 % 5 Allocation: Asset Allocation 05/31/2019 o
+ 100.00 .Socklmel
M Bond (Net)
Cash {Net}
Name Weight > B P (Net)
i 100.00
Mormingstar Mod Tgr Sisk TR USD =
Unallocated Cash 15.00 Exizting  Edited Benchmark
1 American Funds AMCAP A 15.00
2 American Funds American Mutual A 1250 R i 308 o M B N
3 American Funds New Perspecti 1250 = Existing — Edited Benchmark
4 American Funds Capital 10,00 11.633.68
5 American Funds Europa 10:00
6 Dodge & Cox Income 10.00
7 American Funds Intl Grand Inc528A 750 "10,000.00
8 American Funds Washington Mutual A 750
§,366.32
Jun 3 Jun 3
- 2018

Note this value.
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Editing a Model Portfolio

Exercise 22: Add a holding to a model portfolio

In Exercise 21 on page 65, you removed AMG Yacktman | from Joe Franklin model
portfolio. In this exercise, you will add iShares Core S&P 500 ETF to take its place.

The Editing Holdings window should still be open.Do the following:

1.

2.

In the upper-left corner of the Editing Holdings window, click the Add icon. The Add

dialog box opens.

EDITING HOLDINGS FOR "MODERATE"

Moderate 08/05/2019 1l
|i| Recalculate Click this icon.
Name Weight
-
Edited 100.00
Existing 100.00
Momingstar Mod Tgt Risk TR USD -
Unallocated Cash 15.00
1 American Funds AMC 15.00
Z Amer! Funds A 1250
3 American Funds N 1250
4 Amer Funds G 10.00
5 Funds Europacific Growth A 10.00
6 Dodge & Cox Income 10.00
7 American Funds Intl Gr and Inc529A 750
8 American Funds Washington Mutual A 7.50

In the Add field, enter IVV. The results list displays more than one selection for iShares
Core S&P 500 ETF. Select the one traded on NYSE ARCA. The Add dialog box opens.

Exercise 22: Add
a holding to a
model portfolio

Add
\ Q. I.|l'”I X /
El Type IVV here.
MORNINGSTAR SECURITIES 10 MORE >
Name Identifier Type Exchange
iSharas Mora S&E G ETE T I VCE ARCA
iShares Core SEF 500 £ W ExchzngeTrade NYSE ARCA Select this aption.
iShares Core S&P 500 ETF VW Exchange-Trade BOLSA MEXICANA DE VALD. ..
iShares Core S&P 500 ETF v ExchangeTrade... SANTIAGO STOCK EXCHANGE
PORTFOLIODS NO RESULT
CUSTOM SECURITIES NO RESULT

MAORNINGSTAR
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Editing a Model Portfolio

Exercise 22: Add a holding to a model portfalio

3.

5.

iShares Core S&P 500 ETF is now listed as a holding. Its weight displays a dash (—).

EDITING HOLDINGS FOR "MODERATE"

Moderate 08/05/2019

_I_

Name

Edited

Existing
Momingstar Mod Tgt Risk TR USD
Unallocated Cash

1 American Funds AMCAP A

American Funds American Mutual A

American Funds New Perspective A

American Funds Capital

American Funds Europacific Growth A
Dodge & Cax Income

American Funds Intl Gr and Inc529A

L I~ - TR S R K]

n

F—
10 Grainc A

American Funds Washington Mutual A

N
Recalculate

Weight >
- T
100.00
100.00
15.00
15.00
1250
12350
10.00
10.00
10.00
7.50
750

The dash indicates the holding has a
weight of null.

iShares Core S&P 50

7= [==1

In the iShares Core S&P 500 ETF row, click the dash in the Weight column.
4. Enter 15.00 (the weight currently assigned to Unallocated Cash and previously assigned

to AMG Yacktman 1).

EDITING HOLDINGS FOR "MODERATE"

Moderate 08/05/2019 {2
-+ Recalculate
Name Weight >
T or
100.00
100.00
Unallocated Cash 0.00
1 American Funds AMCAP A 15.00
2 American Funds American Mutual A 1250
3 American Funds New Perspective A 1250
4 American Funds Cap 10,00
5 American Funds Europacific Growth A 10.00
6 Dodge & Cox Income 10.00
7 American Funds Intl Gr and IncB29A 750
American Funds Washington Mutual A 750
iShares Core S&P 500 ETF 15.00 |

Note the weights for Unallocated Cash
and iShares Core S&P 500 ETF.

In the upper-right corner of the window, click Save. Then click Close.

MAORNINGSTAR
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Editing a Model Portfolio Exercise 23: Change a model portfolio’s identifier

When you create a model portfolio, a unique identifier is automatically generated as a Exercise 23: Change a

string of letters and numbers. You can use the identifier when updating a model model portfolio’s identifier

portfolio, but it's a good idea to first change it to meaningful text.

For example, suppose you need to update a model portfolio on an annual basis to
reflect the date, current market conditions, and so on. You could modify each holding
manually, but by using an identifier, you can make the changes in an Excel
spreadsheet. When you import the spreadsheet, the identifier directs the data to the
existing model portfolio with the same identifier.

To change a model portfolio’s identifier, do the following:

1. In a Model Portfolios workbook, hover the cursor over the Moderate row. The Action
icon appears.

2. Click the Action icon, then from the menu, select Settings. The Settings window opens.

Portfolio Analysis | *Model Portfolios

m;' i Bd Column Set

Asset Alloc  Asset Alloc

Stock Stock
(Long) (me-  (Short) (mo-
B Name end} end)
. Note the
B 1 Moderate - - highlighted selections.
Account
Settings
Jelete
Actions
Generate Portfolio Proposal Repart

Generate Portfolios Comparison Report

3. The General tab should be selected. In the Identifier field, enter unique text. In this case,
enter MODERATET1.

Model Portfolio Settings _ Cance @

Note the highlighted selections.

4. Click Save. The Settings window closes.

Now you can use the identifier when importing an updated Excel file for the model
portfolio with that identifier.

Morningstar Direct for Asset Management August 2019
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Editing a Model Portfolio

Exercise 24: Use an identifier to import data to an existing model portfolio

In this exercise, you will import an Excel file containing updated data for the Moderate
model portfolio. The updated files differs from Moderate in the following ways:

» Two funds (American Funds Growth Fund of Amer A and American Funds Ltd-Term
Tx-Ex Bd A) have been added.

» One fund (Dodge & Cox Income) has been removed.
» The funds’ weights have changed
» The identifier assigned to the Moderate model portfolio (MODERATE1) is included,

and

» The date (originally 3/31/2012) has been updated.

The data to be imported is shown here.

Exercise 24: Use an
identifier to import

data to an existing

model portfolio

MODERATEL
|MODERATEL
MODERATEL
|MODERATEL
MODERATEL
|MODERATEL
MODERATEL
|MODERATEL
MODERATEL
MODERATEL

Account Number Account Name

Moderate
Moderate
Moderate
Moderate
Moderate
Moderate
Moderate
Moderate
Moderate
Moderate

Date Ticker
7/31/2019 AEPGX
7/31/2019 AMCPX
7/31/2019 AMRMX
7/31/2019 ANWPX
7/31/2019 AWSHX
7/31/2019 CGIAX
7/31/2019 CWGIX
7/31/2019 IVV
7/31/2019 AGTHX
7/31/2019 LTEBX

Holding Name

American Funds Europacific Growth A
American Funds AMCAP A

American Funds American Mutual A
American Funds New Perspective A
American Funds Washington Mutual A
American Funds Intl Gr and Inc529A
American Funds Capital World GR&Inc A
iShares Core S&P 500 ETF

American Funds Growth Fund of Amer A
American Funds Ltd-Term Tx-Ex Bd A

Weight

20

12.5

12.5

12.5

5

5

10

12.5

5

< Note: You imported an Excel file earlier Exercise 2 on page 10. This procedure is the same
except the identifier directs the imported data to the Moderate model portfolio.

MAORNINGSTAR
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Editing a Model Portfolio

Exercise 24: Use an identifier to import data to an existing model portfolio

Do the following:

1. Download the Excel file for this exercise.

2. Inthe upper-left corner of the Home page, hover the cursor over Menu and select

Import. The Import page opens.

— Ment | Home

Marningstar Research

X LONE MORNINGSTAR Direct

Markats ch for Securities and Researc

highlighted selections.

ANALYZE
B Create Vv Model Portfolios [ Create
Type Last Modified
R ——
List 07/29/2019
MANAGE
- List 07/29/2019 Note the
» Your Eiles
creen 07/29/2019
TS 0772072010

creen 19
Alerts creen 19
List 19
EXTEND . )
List a
Excel Add-In List 19
Presantation Studi
Fresentation stucio Lis 07/19/2019 T

RISEL AllDC3TIO

3. Atthe left side of the Import window, the Upload File option is selected. From the
Select File Type menu, select Model Portfolios. To the right of the Select File Type

menu, the Upload File icon appears.

Menu  Import

Import

Upload File > ; |

Preview Data

Select Hile Type

nvestryent List

nvestryent List with Custom Data

Custom Benchmark

Note the highlighted selections.

MAORNINGSTAR

Morningstar Direct for Asset Management August 2019 70

© 2019 Morningstar. All Rights Reserved.


http://morningstardirect.morningstar.com/clientcomm/ModerateUpdate.xls

Editing a Model Portfolio

Exercise 24: Use an identifier to import data to an existing model portfolio

4. Click Upload File. A navigation window opens.

Impart

Upload File

Preview Data

Madel Portfolios

Click here.

5. Locate and double-click ModerateUpdate.xls. On the Import page, the import options
are displayed.

€ Open

—

| 4.+ Downloads »

Mame

Organize =

Mew folder

| B Moderatellpdatexls |

BT Moderatexs

6. Inthe Column Mapping area, make a selection from each Unmapped menu. Each

Double-click this file to import it.

unmapped menu selection corresponds to a column in the Excel spreadsheet. A selection

for each column is required. Be sure to select Model Portfolio Number in the

first column.

< Note: The rightmost Mapping columns might not be displayed. Seroll right until you can see
the column displaying weights.

Be sure to select Model
Portfolio Number.

odel Portfolios W ModerateUpdate.xls X @ Preview Data

Column Mapping et
Mode! Portfolio M. | W Date W Symbol/Ticker W Holding Name W Weight 1
Ignore .
= Account Name Date Holding P
Oate Maoderate American

odel Portfolio iaieae Kk
lumber | |

@ Exclude Header Row Date Format Weight Format
~ ments First 1 row v MM/DDAYYY v Decima

® Percentage

Scroll right to see more
Unmapped columns.

Don't forget to select
Percentage

MAORNINGSTAR
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Editing a Model Portfolio

Exercise 24: Use an identifier to import data to an existing model portfolio

7.

In the upper-right corner, click Preview Data. File uploading begins.

8. Under Model Portfolios, click Preview Data Section.

Preview Data
Import Status

Investment List

Mn= e rmm Ay e . =1
Liata Is ready Tor prey

Madel Portfolios

Mn= e ramdy far
Uata 15 ready 10

previgw. |

e rresults in Previe
Account Holdings
Data is ready for preview. View your results in Previe

Search f

Click here.

9. Select the Model Portfolios tab.

Import

Upload File M

Securities (33)

Staus

—

¥ New Securities

iShares Russell 2000 Growt

1

? i3hares Ausse 0 Valus

3 Vanguard S&P 500 ETF

1 Dodge & Cox Income

5 Vanguard Municipal Mane

] iShares MSC

¥ Existing Securities

1 American Funds Washing FOUSAQDOFUP American Fu AWSHX Op
? American Funds Washing American Fu AWSHX Op

Click here.
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Editing a Model Portfolio Exercise 24: Use an identifier to import data to an existing model portfolio

10. Click the circle next to MODERATET1, then click Import.

= e = 1 parge
[ Model Portfolios v ) [u] . Back ) m

Model Portfolios (8) (2]

Status  Model Portfolio Number Madel Portiolio Name mport Date/Time

¥ New Model Portfolios
| L] | 1 MODERATET Moderate 2019-D8-05 16:1. ..
v Existing Model Portfolios

Click this
button.

1 345 Consenative 2018-08-10 11:4....
2

nel
MODELZ

3458 Income 2018-08-10 11:4...

3 MODEL5G789 Growth 2018-08-10 11:4...

11. A message opens, announcing the account was imported successfully. Click
Portfolio Workbook. The “Select a portfolio list to view in this workbook” dialog
box opens.

Good news, your account has (have) imported successfully. To see

your account in action go to thechlrﬁulm Workbook. |I0 import Click here.

another account, select your File Type and click Upload.

12. In the "Select a portfolio list to view in this workbook” dialog box, select All
Model Portfolios. The Model Portfolios workbook opens.

Select a portfolio list to view in this workbook

All Custom Benchmarks

All Model Portfolios

Select this option.
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Editing a Model Portfolio Exercise 24: Use an identifier to import data to an existing model portfolio

13. In the Grid, click Moderate, then select the Holdings worksheet.

In the Holdings Analysis table, note the following:
» Two funds (American Funds Growth Fund of Amer A and American Funds Ltd-Term
Tx-Ex Bd A) have been added.
» One fund (Dodge & Cox Income) has been removed, and
» The funds” weights have changed.

By default, a table or chart always displays the data from the most recent date.

Holdings Analysis » Holdings Summary = USD » 07/31/2019 » Moderate

@& Analytical View
Holdings v  Allocation  Performance  Return/Risk  Att Risk Faci@)

I\Iarne
1 Moderate
Name Ticker Weight
- v
Moderate = 100.00
Morningstar Mod Tgt R —
1 American Funds Europacific Growth A 20,00
2 iShares Core S&P 500 ETF 12.50
3 American Funds New 12.50
4 American Funds A 12.50
5 American Funds 125
G American F 10.00
7 American Funds 5.00
[ & american 5.00
9 Ameri 5.00
[ 10 mer 500

Morningstar
Analyst Rating

Gold
Gold
Gold
Gold
Gold
Gold
Gold
Bronze
Gold

Bronze

The highlighted
funds are new

to the Moderate
model portfolio.

Morningstar Direct for Asset Management August 2019

MOHMNGSTAH © 2019 Morningstar. All Rights Reserved.

74



Editing a Model Portfolio What is embedding and how is it used in a model portfolio?

In addition to its holdings, a model portfolio can contain other portfolio objects. Adding
a portfolio object to a model portfolio is called “embedding.” The model portfolio is the
“parent.” The portfolio object added to the parent is the “child.”

When embedding objects in the Portfolio Editor, all custom portfolio objects are
available. Five levels of nesting are supported.

Before you can go on to the embedding exercise, you need to import an Excel file.

In Exercise 24 on page 69, you used an identifier to import data directly into an existing
model portfolio. In this exercise, you will use an identifier to create two new model
portfolios. In the following image, note that two model names are listed in the Model
Name column.

What is embedding
and how is it used
in a model portfolio?

Exercise 25: Import data
for multiple
model portfolios

| A B & D . E
Model Name Date Identifier Holding Name Weight

Model2 3/31/2012 FDCAX Fidelity Capital Appreciation 10 The data will be
Model2 3/31/2012 VSEQX Vanguard Strategic Equity Inv 15| imported as
Model2 3/31/2012 POGRX PRIMECAP Odyssey Growth 20| separate moder
Model2 3/31/2012 RFI Cohen & Steers Tot Ret Realty 20 mg&l%os—
Model2 3/31/2012 BST BlackRock Science and Technology Trust 25| and Model3.
Maodel2 3/31/2012 SKYY First Trust Cloud Computer ETF 10

Model3 7/31/2013 VWELX Vanguard Wellington 20

Madel3 7/31/2013 GLRBX James Balanced Golden Rainbow 20

Madel3 7/31/2013 PRSIX T. Rowe Price Personal Strategies Income 20

Madel3 7/31/2013 HABDX Harbor Bond 20

Madel3 7/31/2013 FSHBX Fidelity Short-Term Bond 20

Do the following:

1. Download the Excel file for this exercise. This file (Combination.xls) lists aggressive
investments and conservative investments, named Model2 and Model3, respectively.

& Note: You will change the names after importing.

2. Import it as a model portfolio, following the steps in Exercise 2 on page 10.

Morningstar Direct for Asset Management August 2019
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http://morningstardirect.morningstar.com/clientcomm/Combination.xls

Editing a Model Portfolio

Exercise 25: Import data for multiple model portfolios

3. Instep 9 on page 11, the window should look like this:

Map each column to
the appropriate heading
(as shown here).

Model2 212-03-31
Security Identifier Mapping

(® |dentifier

Security Mapping Option  (3)
@ Exclude Inactive Investments

Auto Select Oldest Share

Auto Select Virtual Class

VSEQX

Vanguard Strategic E...

Model Partfalios Combination.xls X| @
¥ Column Mapping T
Model Portfolio Name v Date Symbol/Ticker W Holding Name v Weight % |
Account Number Datz dentifier Haolding Name \Weight
Model2 -03-31 Fidelity Capital Appre... 10

15

Match these settings.

Exclude Header Row

First 1 row v

Date Format

MM/DDAYYYY

W

Weight Format

Decima

®) Percentage

When you're finishing importing, the Grid in the Model Portfolios workbook should

include Model2 and Model3.

Partfolio Analysis | Mode! Portfolios

Note the highlighted selections.

n Column Set ¥

Asset Alloc  Asset Alloc

Stock Stock

i ({Long) (mo-  (Short) (mo-
l Name end) end)
L1 0.00 0.00
[1 38.08 0.00
[1 5235 0.00
[ 1 4 Income ETFs Partfilio 0.00
[] 5 Mixed Assets 0.00
[1 &|Model2 0.20
1 7|Madel3 0.00
[1 Vinderate 0.00
[ Joderate Aggressive 0.00
L1 vioderately Investible E 0.00
[1 Top3 0.00

4. Model2 and Model3 are generic names, which are not useful. You can rename them in
the Grid. In the Model2 row, hover the cursor over the Action icon.

5. From the menu, select Edit Holdings. The Editing Holdings window opens.

MAORNINGSTAR
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Editing a Model Portfolio

Exercise 25: Import data for multiple model portfolios

6. Inthe upper-right corner of the Editing Holdings window, click Rename. The Rename

portfolio dialog box opens.

EDITING HOLDINGS FOR "MODEL2"

Save Save As ‘ Rename 7 Close Cli
ick here.
MODELZ 03/21/2012 7% W Allocation: Asset Allocation 03/31/2019 N
1 [ Recalcu 4REETTYCR m Stock (Net]
W Bond (Net)
I Cash [Net}
Name 50.02  Pref (Net)
]
Edited Convert (Net)
Sy W Other (Net}
Existing 0.00
Marningstar Mod Tgt Risk TR USD
7. Type Conservative and click Rename.
Aename portfolio
| Conservative | The new name is descriptive.
8. In the Editing Holdings window, click Save and Close.
9. Repeat step 4 through step 7, renaming Model3 as Aggressive.
10. In the Editing Holdings window, click Save and Close.
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Editing a Model Portfolio Exercise 26: Build a model portfolio based on other model portfolios

Suppose the following: Exercise 26: Build a
model portfolio
based on other
model portfolios

» You need to create a moderate model portfolio, and
» You have access to conservative and aggressive model portfolios.

Instead of adding holdings manually, you will create a new model portfolio and embed
the Conservative and Aggressive model portfolios.

1. On the header, click the Create icon and select Model Portfolio. The Creating Model
Portfolios window opens.

Portfolio Analysis | Model Portfolios

K | Column Set v Create A
Asset Alloc  Asset Alloc Asset Alloc  Ast List
Stock Stock  Asset Alloc Bond = Io
o (Long) (mo-  (Short) (mo- Stock (Net) (Long) (mo- (Shi =Creen n
| Name end) end) (mo-end) end) o . n
Client Account

[] 15YearPlan 0.00 0.00 0.00 0.00 Custom Benchmagk 10
[l A §0.08 0.00 §0.08 4254 51 Select
[l 2860 0.01 2858 75.01 i1 this option.
[] 4 Big4 Model Portfalio 100.00 0.00 100.00 0.00 1.0
[] & Big Tech Portfolio 100.00 0.00 10000 0.00 10
[] & Conservative 9538 038 9489 0.19 i\ ‘ 1
[1 7 Custom Classification 04.00 .00 04.00 0.00 Note .34
[S: 38.04 0.00 3844 4382 o 1
(1 s 5275 0.00 5275 22.20 orie sEt 7

2. Inthe upper-left corner, click the Add icon. The Add dialog box opens.

3. Select From User Created Portfolios > Model Portfolios > select Conservative
model portfolio.

4. Click away from the menu to close it.

CREATING MODEL PORTFOLIDS Save As | Hename Close

Untitled 07/31/2016 £% 7 Allocation: Asset Allocation 07/31/2019 £

Recalculate 100.00 | Nt)

(Met)

g ) {Net)
A HEarch Doel Fortronos Net)

I Add All 17 Investments Ert {fet)

[Met)

IZEI Model Portfolios

(<) User Created Portfalios

Note the highlighted
selections.
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Editing a Model Portfolio Exercise 26: Build a model portfolio based on other model portfolios

5. Add the Conservative model portfolio by repeating step 2 through step 4.
Note the list of holdings.

CREATING MODEL PORTFOLIOS Save As Aename Close
Untitled 07/31/2016 £% 3 Allocation: Asset Allocation 07/31/2018 £ 0
+ Recalculate 100.00 B Stock (Net)
B Bond [Met)
: Cash {Net)
Name Weigh = M Pref |Net)
; B Canvert (Neg) These are the
Edited 100.0¢
o W Other [Net) embedded
Momingstar Mod Tgt Risk TR USD = model portfolios.
Unallocated Cash 100.00 coon
1| Aggressive =

7 Conservative -

6. Set the weight of each embedded model portfolio to 50.

CREATING MODEL PORTFOLIOS SaveAs | Remame | Close
Untitled 07/31/2016 {3 .7 Allocation: Asset Allocation 07/31/2019 5
+ 1040.00 B Stock (Net)
M Bond (Net)
: Cash {Net)
Name Weight > - B Pref {Net) The new model
E— 75.00 B Coovert (Heq portfolio will be
Edited 100.00 B equal parts
Morningstar Mod Tqt Risk TR USD 22 ol aggressive and
conservative.
Unallocated Cash 0.00 =
1 Aggressive 50.00
2 Conservative 50.00
7. In the upper-right corner, click Save As.
8. Name the new model portfolio Moderate Combination and click Save.
9. In the upper-right corner, click Close.
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Editing a Model Portfolio

What happens when | delete a child portfolio object

(or one of its holdings)?

You have embedded two model portfolios in a new model portfolio named Moderate
Combination. The model portfolios have the following relationship:

» Moderate Combination is the parent, and
» Conservative and Aggressive are the children.

When you delete a child, a message opens, requiring confirmation before continuing.

In the following illustration, if you click Delete, the Conservative model portfolio is
deleted from your system and from all portfolio objects (parents) it is held by.

Delete Portfolio

the child you are about to delete.

= Consgrvative is holding of 1 portfolio(s).

[Moderate

D

When you delete a holding from a child portfolio object, the holding is deleted. No
confirmation message opens.

At some point in time, a model portfolio might outlive its usefulness. In this exercise,

you will delete that model portfolio.

Do the following:

1. In the Model Portfolios workbook Grid, hover the cursor over Moderate. The Actions
icon appears.

2. Click the Actions icon and select Delete. An alert dialog box opens, where you can

A portfolio object can be a child to many
objects. The message lists all parents for

cancel or continue with the deletion.

Portfolio Analysis | Medel Portfolios

3 Congervative

4 Custom Classification
5 Growth

& Income

7 Imcome ETFs Portfolio

o WIXED ASSETS
a podell

10 Moderate
11 Moderate ETFs
2 Top3

Asset Alloc  Asset Alloc

Stock Stock

(Long) (mo-  (Short) (mo- Note the
highlighted selections.

end) end)

nan nan

Account

Edit Holdings

Generate Portfolios Comparison Report

What happens

when | delete a

child portfolio object
(or one of its holdings)?

Exercise 27: Delete a
model portfolio

MAORNINGSTAR
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Editing a Model Portfolio

Exercise 27: Delete a model portfolio

3. Click Delete. The dialog box closes.

Delete Portfolio

m

:
Cance i Delete 4

Select this option.

Column Set
Asset Alloc  Asset Alloc
Stock Stock
_ (Long) (me-  (Short) (mo-
L MName end) end)
E Wmar Dlan
g e Liich Liich Moderate is no longer listed in
[ 94 96 0.38 Model Portfolios.
[ 474 0.00
[l 9403 0.00
[ 38.10 0.00
[ 52.37 0.00
i) 87.49 0.00
[ : 25.02 0.00
[1] @ Node 79.50 0.00
[1]10 Moderate ETFs 71.18 0.16
[ Top3 00.00 0.00
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