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Proposing Changes to a Client Account

As a wealth manager, you know it's important to stay current with market conditions
and investment opportunities. You must also understand your clients’ and prospects’
financial goals (which might change over time) and be able to present well-reasoned
ideas and recommendations. Morningstar Direct™ for Wealth Management allows you
to create proposals as a way of suggesting changes to client accounts. This guide
shows you how to create those proposals.

When working with client accounts and proposals, a variety of tools, tables, and
charts in Morningstar Direct can be used for analysis and problem-solving. Each
exercise in this guide focuses on one challenge in a client account and one
solution-based proposal.

< Note: In this guide, the data presented in charts, tables, and text was accurate at the time of
writing. Your results in the exercises will probably not match the guide. You might prefer to
work with your own client accounts and portfolio objects.

Investment Growth: 10K Growth 02/01/2018 - 01/31/2019 oo

Overview

“043276 | Moderate
10,026.36
Lucy Van Pelt
Proposal
9,709.25
Lucy Van Pelt
9,454 88

10,000.00

956720

T5,13448

Here you see the investment
growth of a client account,
proposal, and a benchmark.

Allocation: Asset Allacation 01/31/2013 o8 &

100.00 M Stack {Net}

M Bond {Net)
Cash (Net)

M Pref (Net)

W Convert {Net)

W Other (Net}

8,26

75.00
50.00

25.00

This component shows
side-by-side asset
allocation of a client
account and an
associated proposal.

Lucy Van Pelt Lucy Van Pelt Proposal
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Proposing Changes to a Client Account What is the process for creating a proposal?

This guide covers the following topics:
» What is the process for creating a proposal? (page 5)

» Create a Proposal to Reduce an Account’s Cost of Ownership (page 6)
» Exercise 1: Create a client account and analyze it for weakness (page 6)
» Exercise 2: Create a proposal to address the weakness (page 8)
» Exercise 3: Modify a tab to view the account and proposal simultaneously
(page 10)
» What charts and tables require separate instances to compare a client
account and its proposal? (page 13)

» Create a Proposal to Add Diversification to a Client Account (page 14)
» Exercise 4: Create a client account and view its allocations (page 14)
» Exercise b: Create a proposal to add diversification to the account (page 16)
» Exercise 6: Compare the diversification of the account and the proposal
(page 19)
» What charts and tables can simultaneously display a client
account and its proposal? (page 20)

» Create a Proposal to Improve an Account’s Performance (page 21)

» Exercise 7: Create a client account and assign a benchmark (page 21)

» Exercise 8: Compare the performance of the account and its benchmark
(page 23)

» Exercise 9: Identify the weakest holdings (page 25)

» Exercise 10: Create a proposal for a client account, replacing weak funds with
more successful ones (page 30)

» Exercise 11: Compare the client account and its proposal (page 33)

» Increase Your Knowledge about Proposals (page 38)
» How can | add an investment list or portfolio object in a proposal? (page 38)
» How many proposals can a client account have? (page 39)
» How can | generate a proposal report? (page 41)

In analyzing a client account, you might discover certain changes could strengthen the What is the process
account'’s rate of return or lower its risk. Or the client might indicate an interest in for creating a proposal?
rebalancing his or her portfolio, focusing on sustainable investing, or other changes.

These situations can lead to creating a proposal for the client.

The overall steps to creating a proposal are as follows:

1. Examine a client account and identify areas in which it could be improved.
Create a proposal, incorporating your discoveries from step 1.
Compare the proposal to the client account and/or benchmark.

If necessary, continue modifying the proposal’s holdings and other settings.

When you are satisfied the proposal meets the requirements, generate a proposal report
or a proposal comparison report.

Morningstar Direct for Wealth Management August 2019 5
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Create a Proposal to Reduce an Account's Cost of Ownership

Overview

Create a Proposal to Reduce an Account’s Cost of Ownership

In this scenario, the client account holds actively managed open-end funds, resulting in
a high cost of ownership. Exchange-traded funds are usually less expensive. You want
to propose a less expensive portfolio of investments.

In this section, you will do the following:

1.

B ™

Create a client account by importing a Microsoft® Excel® file.
View the fees of a client account composed of actively managed open-end funds.
Create a proposal based on a model portfolio composed of exchange-traded funds.

Compare the fees of the client account and the proposal.

Do the following:

1.
2.

Download the Excel file for this exercise.

In Morningstar Direct for Wealth Management, import Aaron-Kimball.xIsx (the
downloaded file).

< Note: If you need help with this step, click here. Start at step 2.

The Client Accounts workbook opens and the Aaron Kimball account is displayed in
the Grid.

Click Aaron Kimball to open the Analytical View.

In the Analytical View, the Holdings tab is selected and the Holdings Analysis table is
displayed. In the Holdings Analysis table, click the Component Settings icon, then from
the menu, select Column Set > Portfolio Fees.

Portfolio Analysis | Client Accounts

07/31/2018 » Aaron Kimball tLH| &

Component Settings

Holdings Summary

Grouping _
No Grouping
Benchmark

Morningstar Mod Tgt Risk TR USD

Currency
US Dallar

Display Settings

Dizplay lzem
Aaron Kimball

Vorning..
- inalyst
Name Portfolio Date , lating
07/31/2019
Aaron Kimball Column Set

Overview

Exercise 1: Create a client
account and analyze it
for weakness

Note the highlighted selections.

IEII Column Set
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http://morningstardirect.morningstar.com/clientcomm/Aaron-Kimball.xlsx
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Create a Proposal to Reduce an Account's Cost of Ownership

Exercise 1: Create a client account and analyze it for weakness

5. Click away from the Components Settings menu to close it.

Note the fees in the rightmost columns— Total Portfolio Fee %, Platform Fee %, and

Holdings Fee %.

< Note: You might need to scroll right to see these columns.

To learn how these fees are defined and calculated, please see click here.

Portfolio Analysis | *Client Accounts

E  nName

@ 1 Asron Kimball

L
i

Analytical View

Holdings Analysis = Portfolio Fees » USD

Name

3 Highland Long
4B

artners U 10

5 Balter European L/S Small Cap Investar

6 Aspiration Flagship

08/11/2019 = Aaron Kimbal

Ticker Weight

— 100.00
20.00
10.00
10.00
15.00
2500
20.00

Market
Value(USD)

100,000.00
20,000.00
0,000.00
0.000.00
5,000.00
25,000.00
20,000.00

Total Portfolio
Fee %

in

The Platform

X Fee % is 0.00
- because it
e B has not
Fo 3N N been created.
Platfurm Hnldin%s
Fee % Fee %

A

o I o
GRS B =S B )

e e e e
= I

=

These cells are blank

because the Total Portfolio

Fee % and Platform Fee %
apply to the account, but
not to individual holdings
or the benchmark.

These cells are blank

because the Holdings
Fee % applies to
holdings, but not to the
benchmark or the
account as a whole.
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https://advisor.morningstar.com/AWSOE/Training/MRCloud/ClientAccounts.pdf#M7.8.newlink.clientacctfees

Create a Proposal to Reduce an Account's Cost of Ownership

Exercise 2: Create a proposal to address the weakness

Now that you have discovered an area for improvement, you can create a proposal to

address that.

In this exercise, you will create a proposal and add holdings from a model portfolio.
You will need the model portfolio Income ETFs Portfolio, a model portfolio created from
an investment list. If you don't have Income ETFs Portfolio, create it now by doing

the following:

1. Click here to create the investment list Income ETFs, and

2. Click here to create the model portfolio Income ETFs Portfolio.

Do the following:

1. In the Grid, hover the cursor over Aaron Kimball.

2. Click the Actions icon and select Create Proposal. The Creating Proposal

window opens.

Partfolio Analysis | Client Accounts

Analytical View

E  Name

Holdings Analysis

@ 1 Aaron Kimball

Account

Actions

Generate Portilio Proposal R
Generate Porffolios Comparison

Proposals

The only way to create a
proposal is from an account’s

Aaron <'/:a Proposa

Actions menu.

Creste Proposa

MAORNINGSTAR
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http://advisor.morningstar.com/AWSOE/Training/WMCloud/ListsWorkbook.pdf#M3.8.newlink.incomeetfs
https://advisor.morningstar.com/AWSOE/Training/MRCloud/ModelPortfolios.pdf#M4.8.newlink.createmodelportfolio

Create a Proposal to Reduce an Account's Cost of Ownership

Exercise 2: Create a proposal to address the weakness

3. Remove the holdings one at a time, as follows:

A. Hover the cursor over the holding name.
B. From the Actions menu, select Remove from portfolio.

CREATING PROPODSAL FOR "AARON KIMBALL"

Aaron Kimball 01/01/2016

_|_

Name

Proposal

Account
Unallocated Cash

Aspiration Flagship
Spectrum Low Volatility In
4 Boston Partners Long/Sho
5 Highland Long/Short Equi
6 OnTrack Core Investor

L Pl —

Momingstar Mod Tgt Risk TR U

Balter European L/S Small Cap Investor

5

N

Weight

- T

100.00
100.00

-
i} —

0.00

25.00

AN N

Actions

Allocation: Asset Allocation 08/11/2019

100.00

75.00

50.00

25.00

Save As Rename

Remove from portfolio

QTR

0.00

Benchmark Account Proposal

Close
SN

B Stock {Net)

W Bond (Net)
Cash (Net)

M Pref {Net)

W Convert (Met)

W Dther [Met)

Do this for
each holding.

4. When all holdings have been removed, click the Add icon, then select From Model
Portfolio Holdings > Income ETFs Portfolio > Portfolio Date (in the illustration shown

below, 07/31/2016).

CREATING PROPOSAL FOR "AARON KIMBALL"

Aaron Kimball 01/01/2016

Name

Proposal
Account

Unallocated Cash

Morningstar Mod Tgt Risk TR US

N
Add (<) Model Portiolio List (<) Income ETFs Portfolio
Q. Search All Investments Q, Sez el Portfolio Q. Search Dates
From Investment List » Sy TERI PUT L

Fram User Created Portfolios

»

|:'c11 Model Portfolio Holdings > k

100.00

Click away from the menu to close it.

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

\

Conzervative
Custom Classification
Growth

Income

More than one date
might be listed. In
general, select the
most recent.

Name the proposal Aaron Kimball Proposal and click Save.

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

1 ncome ETFs Portfolio

MAORNINGSTAR
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Create a Proposal to Reduce an Account's Cost of Ownership

Exercise 3: Modify a tab to view the account and proposal simultaneously

In the Client Accounts workbook, the Analytical View should still be open, displaying
the Portfolio Fees column set in the Holdings Analysis table. The Holdings Analysis
table cannot display the client account and its proposal simultaneously. To see both at
once, another instance of the Holdings Analysis table is needed on the Holdings tab.

Do the following:

1. Click the Edit icon to open the Edit panel.

Portfolio Analysis | *Client Accounts

E  nName

L
i

@ 1 Asron Kimball

Analytical View

Holdings v Allocatio

Holdings Analysis = Portfolio Fees

Name

0 Periormance

usD

08/11/2019 = Aaron Kimbal

Ticker Weight

— 100.00
20.00
10.00
10.00
15.00
2500
20.00

Market

Total Portfolio
Value(USD) Fee %

100,000.00 in
20,000.00 —
0,000.00 —
0.000.00 —
5,000.00 —
25,000.00 —
20,000.00 —

Hnldin%s

Fee %

2. Inthe Edit panel, drag-and-drop the Holdings Analysis table beneath the existing
Holdings Analysis table.

Analytical View

Name

Aaron Kimball

Holdings v Allocation  Pe

Holdings Analysis = Portfolio Feas = USD

08/11/2019 = Aaron Kimba

Ticker

Weight
-
2 100.00

SAL

2500
2000
2000
15.00
10,00
10,00

Market  Total Portiolio
Valug(USD) Fee %

i

100,000.00 3
25,000.00
20,000.00
20,000.00
5.000.00
0.000.00
0.000.00

Platfo
Fee

=
=
=

m
%

Allocation

Allocation

Histarical Allocatian

023 | Analyst Research

Exercise 3: Modify a tab
to view the account and
proposal simultaneously

Click
this icon.

Drag this. ..

...to here.

3. Click Done to close the Edit panel.

Each of the two Holdings Analysis tables displays information for the Aaron Kimball
account, but the bottom one shows the default Holdings Summary column set.

MAORNINGSTAR
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Create a Proposal to Reduce an Account's Cost of Ownership Exercise 3: Modify a tab to view the account and proposal simultaneously

4. In the bottom table, click the Component Settings icon, then from the menu, select
Column Set > Portfolio Fees. The Component Settings menu remains open.

Analytical View ~
Hol c"las v Allocation Performance Return/Risk  Attribution  Risk Factors  Scenario Analysis  Equity  Su e + MNew Tab =]
Holdings Analysis | Partfolio Feas IL.SD 08/11/2019 | Aaron Kimpall N
Note the column sets
Market Total Portiolio Platiorm  Holdings and display items.
Name Ticker Vieight Value{USD) Fee % Fee % Fee %%
-1 T
Aaron Kimball — 190.00 100.000.00 R 0.00 =
Morningstar Mad Tgt Risk TR USD MSAA. - - - — -
1 Balter European L/S Small Cap Investor BESRX ['5.00 25.000.00 — — 1.00
2 Spectrum Low Valarility Investor SVARX [0.00 20,000.00 - — 0.62
3 Aspiration Flagship ASPFX. ['0.00 20.000.00 - — 067
4 Boston Partners Long/Shart Equity Inv BPLEX 5.00 15,000.00 - — 043
5§ OnTrack Caore Investor OTRFX 0.00 10,000.00 — — 0.33
& Highland Long/Short Equity A HEOAX 0.00 10,000.00 - — 0.28
Hnldingsﬁml\rsisl -Incings SJm'nanI USD = 08/11/2019 |Aar0'1 Kimball | g|E
Component Settings =) Column Set
Morning| '
_ Market Analyst| o o © - v
Name Ticker Weight Value(USD) Rating 08112010 > Holdings Summary
Asset Allocation
Aaron Kimball — 100.00 100,00000 — Column Set X Assel A
Morningstar Mog Tgt Hisk TR USD MSAA. . - - - Holdings Summary GICS Sector
1 Balter European L/S Small Cap Investor & BESRX 25.00 2500000 — Grouping _ y Eauity Statistics
2 Spectrum Low Volatilty Investar SUARX 200 woopon — | e Grouping <yesnnin
B . B | ali o Y
3 Agpiration Flagship ASPFK 20.00 2000000 — 3enchmark ) !
Morningstar Mod Tgt Risk TR USD inns T
4 Boston Fartners Long/Saort Squity Inv aPLEX 15.00 15,00000 — g g Holdings Risk
. P . . 1 _ Currency
5 Highland Long/Shart Equity A 4.0#}% 0.00 0.000.00 US Dollar ¥
& OnTrack Core Investor OTRFX 10.00 10,00000 — = -
[ ] . ) Custom Classification
Display Settings
Display l1em 3
Aaron Kimball
5. From the Component Settings menu, select Display Item > Aaron Kimball Proposal.
Analytical View ~
Holdings v Allocation Performance Return/Risk  Attribution  Risk Factors  Scenario Analysis  Equity Su#g) + Mew Tab 2]
Holdings Analysis = Portfolio Fees = USD = 08/11/2019 = Aaron Kimball (s e N
Market Total Portfolio  Platform Huldings
Name Ticker Weight Value{USD) Fee % Fee % Fee %
- T
Aaron Kimball — 100.00 100,000.00 R 0.00 =
Morningstar Maod Tyt Risk TR USD MSAA. - - - — -
1 Balter European L/S Small Cap Investor BESRX 25,00 25,000.00 — — 1.00
2 Spectrum Low Volatility Investar SVARNK 20.00 20,000.00 — — 0.62
3 Aspiration Flagship ASPFX. 20.00 20,000.00 - — 0.67
4 Boston Partners Lang/Shart Equity Inv BPLEX 15.00 15,000.00 - - 049 The Holdings Analysis
5 OnTrack Care Invastor OTARX 10.00 10,000.00 — — 033 table can display the data
§ Highland Long/Short Equity A HEOAK 10.00 10,000.00 - — 0.29 for only one item—in this
| case, the client account or
the proposal.
Holdings Analysis * Holdings Summary = USD = 08/11/2018 » Azron Kimball (o =N
Component Settings (<) Display Item
Moming p i — play
; Market Analyst Partflio Date Aaron Kimball vy
Name Ticker Weight Value(USD) Rating 08112010 ¥ Aaron Kimba
l;la':n Kimball Proposal
Aaron Kimball — 100.00 100,00000 — Column Set y -
Morningstar Mog Tgt Hisk TR USD MSAA. . - - - Holdings Summaty
1 Balter European L/S Small Cap Investor & BESRX 25.00 2500000 — Grouping _ y
2 Spectrum Low Volzility Investor SVARK 20,00 2000000 — No Grouping
3 Agpiration Flagship AZPRK 20.00 2000000 — 3enchmark ) 3
Morningstar Mod|Tgt Risk TR USD
4 Boston Fartners Long/Saort Squity Inv aPLEX 15.00 15,00000 — g g
i 'Short Eauity A oA . 1 _ Currency
5 Highland Long/Shart Equity A 4.0#}% 0.00 0.000.00 US Dollar ¥
& OnTrack Core Investor OTRFX 10.00 10,00000 —
] Display Settings
Display l1em 3
Aaron Kimball
MOHNINGSTAH Morningstar Direct for Wealth Management August 2019 1
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Create a Proposal to Reduce an Account's Cost of Ownership Exercise 3: Modify a tab to view the account and proposal simultaneously

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

Analytical View X

Holdings v Allocation  Performance  Return/Risk  Attribution  Risk Factors  Scenario Analysis  Equity  Sui@) < New Tab H

. R v e <]
Holdings Analysis = Portfolio Feas = USD = 08/11/2013 |HEI'EF| K|m:|aﬂ [5 e S e
Market [Total Portiolio Fiatiorm Hoiaings || 11 each table.
MName Ticker Weight Value(USD) Fee % Fee % Fee %
-
Aaron Kimball e 100.00 100.000.00 i 0.00 i
Marningstar Mod Tgt Risk TR USD MSAA. — — - — —
1 Balter European L/S Small Cap Investar BESRX 25.00 25,000.00 — — 1.00
2 Spectrum Low \olatility Investar SVARX 20,00 20,000.00 — — 0.62
3 Aspiration Flagship ASPRY 20.00 20,000.00 — — 0.67
4 Boston Partmers Long/Short Equity nv BPLEX 15.00 15,000.00 — — 043
&5 OnTrack Care Investor OTRFX 10.00 10.000.00 — — 0.33
6 Highland Long/Shart Equity A HEQAX 10.00 10.000.00 — — 0.29

Compare the fees
of the account and

Holdings Analysis = Portfolio Fees = USD = 08/11/2019 4 Aaron Kimball Proposal

its proposal.
Total Portfolio  Platform  Holdings
Name Ticker Weight Fee % Fee % Fee %
—

Aaron Kimball Proposal = 100.00 0.12 0.00 -
Marningstar Mod Tgt Risk TR USD MSAA. .. — - — -

1 Financial Select Sector SPOR® ETF XLF 25.00 — — 0.03
2 Vanguard Growth Index Admiral VIGAX 15.00 — — 0.0
3 Real Estate Select Sector SPDA® XLRE 15.00 — — 0.02
4 Invesco 5&F Emerging Markets Low Vol ETF EELV 15.00 — — 0.04
5 Echwab US Dividend Equity ETF™ SCHD 15.00 — — 0o
6 Vanguard FTSE Developed Markets ETF WEA 12.00 — — 0.01

7. Inthe upper-right corner of the Analytical View, click the X to close it.
Morningstar Direct for Wealth Management August 2019 12
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Create a Proposal to Reduce an Account's Cost of Ownership

What charts and tables require separate instances to compare a client

account and its proposal?

In Exercise 3 on page 10, you created separate instances of the Holdings Analysis table
to compare the client account and its proposal. The Holdings Analysis table isn't the
only component unable to display a client account and proposal simultaneously.

In the following charts and tables, to view a client account and its proposal on the
same tab, create a second instance:

This Chart or Table... ...Is Found on This Tab
Equity Attribution —

Equity Region Exposure Equity

Historical Allocation Allocation

Holdings Analysis Holdings

Holdings Correlation

Correlations

Holdings Plot Return/Risk
Market Value Performance
Multiple Risk Exposures —

Risk Exposure Snapshot Risk Factor
Risk Factor Attribution —

Rolling Time Series —

Total Portfolio Attribution | Attribution

What charts

and tables require
separate instances

to compare a client
account and its proposal?

MAORNINGSTAR
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Create a Proposal to Add Diversification to a Client Account Overview

Create a Proposal to Add Diversification to a Client Account

In this scenario, the client account’s holdings consist almost entirely of equity Overview
investments, creating a high exposure to market volatility. You want to propose a more
diversified portfolio of investments.

In this section, you will do the following:

1. Create a client account by importing a Microsoft Excel file.
View the allocations of the client account.

Create a proposal by adding holdings and re-weighting.

B ™

Compare the allocations of the client account and the proposal.

Do the following: Exercise 4: Create a client
account and view

1. Download the Excel file for this exercise. ) .
its allocations

2. In Morningstar Direct, import Christine-Hall.xIsx (the downloaded file).
< Note: If you need help with this step, click here. Start at step 2.
The Client Accounts workbook should now be open and displaying the Christine Hall
client account.

3. In the Grid, click Christine Hall to open the Analytical View.

4. In the Analytical View, select the Allocation tab.

5. Inthe Allocation chart, click the Component Settings icon, then from the menu, select
Benchmark > No Benchmark. The Component Settings menu remains open.

Analytical View ot
Holdings |A ocation vl Performance  Return/Risk  Attribution  Risk Factors  Scenario e New Tab =]
To selecta

Allocation = Asset Allocation = Net = 07/31/2019 = Christing Hal L= <+ benchmark not
assigned to the
Component Settings account, select
User Created

olio Date from the
07/31/2019 Benchmark menu.

Grouping
Asset Afla:ation

|=,) Benchmark

Sales Position y
Net o )
Benchmark 3 o -
Chris Benchmark - .
User Created
roriete 93z usplay Settings Portfalio Benchmark 1
o ‘I:iéilz-&;i]m y | Portfolio Benchmark 2
i Aen Fortfolio Attached Policy
0.00 Data View
o Donut Chart
MﬂHNlNGSﬂ\H Morningstar Direct for Wealth Management August 2019 14
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Create a Proposal to Add Diversification to a Client Account

Exercise 4: Create a client account and view its allocations

6. Select Grouping > Global Broad Category Group.

Analytical View

Holdings  Allocation v Performance

Allocation = Asset Allocation = Net = 07/31/2019

Portfolio
©Q Stock (Ne 99.38
O Bond {Met) (i1}
Cesh {Net) 060
.00
O Conwert {Net) .00
O (Othar [Net] a0

RAeturn/Risk  Attribution Risk Factors  Scenario 2 a + MNew Tab

Christing Hall

Component Settings

Portfolio Date 3
07/31/2019

Groupin

Asset A%Io:ation ’
Sales Position 3
Net

Benchmark

No Benchmark ’
Display Settings

Display Items 3
1 Selected

Data View )
Donut Chart

X

H

[
Asset Allocation is
the default grouping.

[g] Grouping

Q

(%]

Aszet Allocation v
Economic Moat

Equity Region

GICS Sector

Market Cap

Momingstar Sector

Global Broad Category Group

oo
S

7. Click away from the menu to close it.

Note that the Allocation chart shows the account allocation is 100% Equity.

MAORNINGSTAR
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Create a Proposal to Add Diversification to a Client Account Exercise b: Create a proposal to add diversification to the account

Exercise 5: Create a
proposal to add
diversification to
the account

Now that you have discovered an area for improvement, you can create a proposal to
address that.

Do the following:

1. In the Grid, hover the cursor over Christine Hall.

2. Click the Actions icon and select Create Proposal. The Creating Proposal
window opens.

Partfalio Analysis | *Client Accounts

Analytical View X

v I

Holdings  Allocation v

Performance  Return/Risk  Attribution  Risk Facto e Mew Tab H

Allocation » Global Broad Category Group » 08/13/2019 e Christine Hall 00

= Name
.

Portfolio
[] 1 Aaron Kimba © Equity
(] Z Adam Fairchild
[ ] 2 3every i
[ ] 4Chs ack
@ 5 Christine Hall
(] & David Frank

Account

[] 7 Oennis 3ra

Edit Holdings

Delete Note the highlighted selections.

Actions

Generate Portfolio Propasal Report
Generate Portfolios Compafison Repart

Proposals

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

4. In the Search field, type DIAMX, then from the results, select Diamond Hill
Long-Short A.

Christine Hall 01/01/2016 {:} B Allocation: Asset Allocation

100.00 -
Add Type here...

Q) DIAMY X
MORNINGSTAR SECURITIES
Name Identifier Type Exchange .-.then select this.
p | Diamond Hill Long-Short A | DIAMX  Open-End Fund NASDAD
5. Repeat step 4 to add ALNYX (AB Municipal Income New York A).
Morningstar Direct for Wealth Management August 2019 16
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Create a Proposal to Add Diversification to a Client Account Exercise b: Create a proposal to add diversification to the account

6. Reweight the holdings as shown in the following table:

Holding Weight
Schwab US Dividend Equity ETF 10
Real Estate Select Sector SPDR 10
Vanguard FTSE Developed Market ETF 10
iShares Edge MSCI Min Vol Emerg Mkts ETF | 10
Financial Select Sector SPDR ETF 20
Diamond Hill Long-Short A 20
AB Municipal Income New York A 20

7. Click Recalculate.
8. To preview the results before closing the Creating Proposal window, do the following:

A. On the right side of the Creating Proposal window, in the Allocation chart, click the
Component Settings icon.
B. From the Component Settings menu, select Grouping > Global Broad

Category Group.
CREATING PROPOSAL FOR "CHRISTINE HALL" Sawve As Rename Close Scroll down to
. - ; |_| see more
N 2 . N . .
Christine Hall 01/01/2016 o Allocation: Asset Allocation 07/31/2019 {3 Grouping options.
+ " Recalculate | 10000 Component Settings /:
: (=) Grouping
Portfolio Date
Name Weight RIELC Q, Search All Groupings
- ET:IL.FiI'I% )
i m 00 Asset Allocation Asset Allocation o
Account on.o0 - Sales Position L
Morningstar Mod Tgt Risk TR USD — None Selected Economic Moat
Unallocated Cash 0.00 Benchmark ) Equity Region
! SCr-,\-_a:. I_Sﬁ] -,'|:I?'—.c Equity ETF™ 10.00 ) Morningstar Mod Tgt Risk\TR US BICS Sector
2 Real Estate Select Sector SPDR® 10.00 0.00
3 Vanguard FTSE Developed Markets ETF 10.00 Benchmark  Account  Proposal Market Cap
4 iShares Edge MSCI Min Val Emerg Mkts ETF 10.00 A -
5 Financial Select Sector SPOR® ETF 500 Investment Growth: 10K Growtn 081372018 - 08/12)\ 211351 3672
6 Diamond Hill Long-Short A 20,00 e - Elobal Sroad Category Group
7 AB Municipal Income New York A 20.00 T | e Tm"
. : b 10,398.14
2 AB Municipal Income Mational B 15.00 ,/’J"-h
Morningstar Direct for Wealth Management August 2019 17

MOHMNGSTAH © 2019 Morningstar. All Rights Reserved.



Create a Proposal to Add Diversification to a Client Account

Exercise b: Create a proposal to add diversification to the account

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

CREATING PROPOSAL FOR "CHRISTINE HALL"

Christine Hall 01/01/2016 (N
+
Name Weight °
- T
Proposal 100.00
Account 100.00
Morningstar Mod Tgt Risk TR USD —
Unallocated Cash 0.00
1 Schwab US Dividend Equity ETF™ 10,00
2 Real Estate Select Sectar SPDR® 10.00
3 Vanguard FTSE Developed Markets ETF 10.00
4 iShares Edge MSCI Min Vil Emerg Mkts ETF 10,00
5 Financial Select Sector SPOR® ETF 5.00
6 Diamond Hill Long-Short A 2000
7 AB Municipal Income New York A 2000
8 AB Municipal Income National B 15.00

Save As Rename

Close

Allocation: Global Broad Category Group 08/13/2019 {3 3
100.00 W Alternative
W Equity
Fined Incoms
50.00
0.00
Benchmark Account Propasal

Investment Growth: 10K Growth 08/13/2018 - 08/12/2...{ 3 7Y

10.757.18 n

J'Jf‘rtri

Benchmark

p 10,398.14

< Note: You could continue to add and remave holdings, as well as change the weights, but in

this exercise, continue to the next step.

9. Inthe upper-right corner of the window, click Save As.

10. Name the proposal Christine Hall Proposal and click Save.

11. In the upper-right corner of the window, click Clese.

The proposal shows
more diversification.

MAORNINGSTAR
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Create a Proposal to Add Diversification to a Client Account

Exercise 6: Compare the diversification of the account and the proposal

In the Client Accounts workbook, the Christine Hall account should still be selected and
the Analytical View should display the Allocation tab.

Do the following:

Exercise 6: Compare the
diversification of the
account and the proposal

1. In the Allocation chart, click the Component Settings icon, then from the menu, select
Display Items, then select the checkbox for Christine Hall Proposal.

< Note: The checkbox for Christine Hall is already selected.

1 R Analytical View >~
Holdings Allocation v Performance  Return/Risk  Attribution  Risk Faciyy New Tab H
Allocation = Global Broad Category Group » 08/13/2019 = Christine Hall @ & | The )
8 Name Allocation
] Component Settings chart can
[1 1 Aaron Kimbal 100.00 display both

(1 2 Adam Fsirchild Portfalio Date 3 the account
. 08/13/2019 P
[1 3 Bevery Dennison - and its |
PP roupin proposal.
[ 4 Cnarles Mack Global Broad Category ’
@ 5 Christine Hall
A id E i Benchmark
1 & David Frankiin No Benchmark —~
. (=) Di Done
[ 7 Dennis Brandt i ) &) Display ltems e
(] 8 Joe Frankiin Dispiay Se 4 christine Hall
(] 9 Karen Franklin Display Items IE chrern P |
y Chnistine Hall Proposa
[.] 10 Marga Franklin 1 Selected
19 Mark & Patharnna ™ . | 212 Clear All
[ 11 Ware & Catherine Crane Historical Allocation + Asset Allocation = Chri Eaﬁu't Ehart et
[ ] 12 Paul Donahue |
Click Done.

Click away from the Components Settings menu to close it.

The following changes have occurred in the chart:

» Three stacked bar charts are displayed, one for each item—client account, proposal,

and benchmark, and

< Note: The Allocation chart cannot display more than two donut charts.

» The benchmark assigned to the client account is selected.

Click the Component Settings icon, then from the menu, select Benchmark >

No Benchmark.

MAORNINGSTAR

YAl 10 Analytical View X
Holdings  Allocation V. Performance  Return/Risk New Tab H
Allocation = Global Broad Category Group = 08/13/2019 = Multiple Investmenis [=] u@x The AIIocatlon (_:hart
8 name - displays Portfolio
(11 daron dimeel 1o B e Benchmark 1 by default.
(1 2 Adem Faichid i -
[1 3 Beverly Dennison -
L] 4 Charles Mack Comfonent Settings
@ 5 Christine Hall 00
(] & David Frankiin Portlio Date (@)
{1 7 Dennis Branct ow1diz010 (<) Benchmark
(1 & Joe Franklin 0.00 - .
() 9 Karen Frankiin Chrigtine Hall Christing Hall Propasal Morningstar Med TatRisk TR US] o o O Can Banrhmarke
[ 10 Marga Franklin Glob{l Broad Category Group Q. Search for Benchmarks
Benchmark I
|MumingstarMnuTgtmskTﬂ )
. X ortfolio Benchmark 1
Display Settings
folio Benchmark 2
Display lems .
2 Selected Porti\o Artached Palicy
Data Vizw Mo Benchmark
Stacked Bar Chart
Morningstar Direct for Wealth Management August 2019 19
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Create a Proposal to Add Diversification to a Client Account

What charts and tables can simultaneously display a client

account and its proposal?

5. (Optional) Now that only two items are displayed —client account and benchmark—you
can display the allocations as donut charts. From the Component Settings menu, select

Data View > Donut Chart.

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

Portfolio Analysis | *Client Accounts

19 Analytical View X
Holdings Allocation v Performance  Return/Risk  Atribution  Risk Faci@) New Tab i=]
Allocation = Global Broad Category Group = 08/13/2019 = Multiple Investments (o N
= Name

100.00

50.00

0.00]

Christinz Hall

W Altzmative
W Equity
Fixed Incame

Christine Hall Proposal

In Exercise 6 on page 19, you compared the client account and its proposal in an
Allocation chart, without creating a second instance of the chart.

The following components can simultaneously present a client account, its benchmark,

and its proposal(s):

This Chart or Table... ...Is Found on This Tab
Allocation Allocation

Equity Style Box Equity

Historical Return Performance

Historical Risk Exposure

Risk Factors

Holdings Plot Return/Risk
Investment Growth None
Scatter Plot Return/Risk

Scenario Metrics

Scenario Analysis

Scenario Trend

Scenario Analysis

Sustainability Ratings Analysis

Sustainability

The chart shows the allocations
for the Christine Hall account
and its proposal.

What charts and tables
can simultaneously
display a client

account and its proposal?

MAORNINGSTAR
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Create a Proposal to Improve an Account’s Performance

Overview

Create a Proposal to Improve an Account’s Performance

In this scenario, the client account’s returns have been declining. You propose
replacing certain holdings to improve returns. But which holdings to remove? And what
to replace them with?

In this section, you will do the following:
1. Create a client account by importing a Microsoft Excel file.
Assign a benchmark to the account.
Compare the performance of the benchmark and the account over the past year.

Compare the performance of individual holdings in the account over the past year.

Create a proposal to replace weak investments with stronger ones.

In this exercise, you will create a new client account and assign it a benchmark. Then
you will examine the account’s market value to see its overall trend and its holdings to
identify underperformers.

You will need the Moderate Custom Benchmark. If you don't have it, you can create
it now.

Do the following:
1. Download the Excel file for this exercise.
2. In Morningstar Direct, import Jay-Freemantle.xIsx (the downloaded file).
& Note: If you need help with this step, click here. Start at step 2.
The Client Accounts workbook opens and displays the Jay Freemantle client account in
the Grid.

3. Hover the cursor over Jay Freemantle and from the Actions menu, select Settings.
The Account Settings window opens.

Portfolio Analysis | Client Accour

®  Name

B 1 Jay Freemantie )

Note the highlighted selections.

Jelete

Overview

Exercise 7: Create a client

account and assign
a benchmark

Morningstar Direct for Wealth Management August 2019
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https://advisor.morningstar.com/AWSOE/Training/MRCloud/ClientAccounts.pdf#M4.8.newlink.importclientacct
http://morningstardirect.morningstar.com/clientcomm/Jay-Freemantle.xlsx
https://advisor.morningstar.com/AWSOE/Training/MRCloud/ClientAccounts.pdf#M5.8.newlink.createbenchmarkset
https://advisor.morningstar.com/AWSOE/Training/MRCloud/ClientAccounts.pdf#M5.8.newlink.createbenchmarkset

Create a Proposal to Improve an Account’s Performance Exercise 7: Create a client account and assign a benchmark

4. Select the Calculation tab and from the Benchmark 1 menu, select User Created >
Custom Benchmarks > Moderate Custom Benchmark.

Account Settings Cance
(<) Custom Benchmarks
No Benchmark Q '{I User Created ne 7,
. All your
custom
Benchmark 1 Q benchmarks
. are available.
“ Accounts
» | |3_E:3” Benchmarks
| Model Partfolios
Palicies
5. Click Save.
MmHNlNGSTAH Morningstar Direct for Wealth Management August 2019 22
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Create a Proposal to Improve an Account’s Performance

Exercise 8: Compare the performance of the account and its benchmark

In this exercise, you will use the Historical Return chart to compare the account and

its benchmark.

The Client Accounts workbook should be open with the Jay Freemantle
account selected.

Do the following:

1. In the Grid, click Jay Freemantle to open the Analytical View.

2. Toview the account’s overall performance, select the Perfoermance tab.

Exercise 8: Compare the
performance of the
account and

its benchmark

Analytical View e
Holdings  Allocation n/Risk  Attribut Risk Factors  Scen e New Tab =
Market Value § 08/01/2018 - 07/31/2019 = USD # Jay Freemantle S N
12,875.64 Jay Freemantle
Ay
- f"-.i-'( V’J\\ In the Market Value chart,
11.984.36 | it A you can see that the account
l-'H \1,1 AN A " = has not recovered its value
L() 'r-fd\ A AT /“f\( at the starting date.
' W
o
11.092.88 Lthl r.'
s
10.201.40
Apg 1 D Jan 1 Apr 1 Jul 1
2018 2019
Historical Returm = Maonthly = 08/071/2018 - 07/31/2019 » Jay Freemantle o9
10.00 W Jay Freemantle
— Maderate Custom
Benchmark
5.00 l
0.00
-5.00
-10.00
Aug  Sep Oct Mov Dec Jan  Feb Mar  Apr May  Jun  Jul
2013 2019

MAORNINGSTAR
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Create a Proposal to Improve an Account’s Performance

Exercise 8: Compare the performance of the account and its benchmark

3. At the bottom of the Performance tab, in the Historical Return chart, click the

Component Settings icon, and from the menu, select Data View > Table.

Historical Return = Monthly = 08/01/2018 - 07/31/2019 = Jay Freemantle B <
10.00 Component Settings smantle
— Time Period fie Custam
08/01/2018 - 07/31/2019 nark
Frequency
500 Monthly
Benchmark 1
— Moderate Custom Benchmark
_ Bencmars 2 A table displays the
_— I No Benchmark same data as the chart,
0.00 Currency but in numerical format.
US Daollar
Display Settings @ Data View
— e o
— Data View Table
Chart |
-10.00
fug Sep  Oct MNov Dec Jan Feb Mar  Apr May  Jun  Jul
2018 2019
4. Click away from the Components Settings menu to close it.
5. Inthe table, count how many months in the past year the account has trailed the
benchmark. It's also worth noting that the losses were steeper than the gains.
Historical Return = Monthly = 08/01/2018 - 07/31/2019 = Jay Freemantle L R N
04/01/2019 - 05/01/2019 - D6/01/2019 - 07/01/2019 -
Name 04/30/2019 09/31/2019 06/30/2019 07/31/2019
1 Jay Freemantle 241 —5.87 420 -0.0
7 Moderate Custom 3enchmark 279 —567 5.05 027 | Serollhereto
3 +- -0.38 -0.20 -115 -0z8 | view more of
the table.

MAORNINGSTAR
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Create a Proposal to Improve an Account’s Performance

Exercise 9: Identify the weakest holdings

In this exercise, you will examine the performance of the account holdings to identify

the weakest holdings.

Do the following:

1. To determine which holdings were key factors in driving the low performance, select the

Holdings tab.

2. In the Holdings Analysis table, if the Portfolio Fees column set is still displayed, change

the column set to Holdings Summary.

Exerc

ise 9: ldentify the

weakest holdings

Analytical View

Holdings Analysis + Holdings Summary

Name

Jay Freemantle

Woderate Custom Benchmark
1 Ivy Core Equity A
2 Yictory INCORE Low Duration Bond A
3 RiverPark Short Term High Yield Retai
4 AllianzGl Short Duration High Inc A

5 Gabelli Eguity Income AAA

6 Lord Abbett Value Opportunities A
7 Templeton Growth A

8 Templeton Foreign A

8 Hancock Horizon Burkenroad Sm Cp Inv
10 Longleaf Partners

Holdings % | Allocation Performance Return/Risk  Attribution

USD = 07/31/2019

Ticker

WCEAX
RLDAX
RPHYX
ASHAX
GA3EX
LVDAX
TEPLX
TEMFX
HHBUX
LLPFX

Rizk Factors

v Fall LS

Jay Freemantle

Component Settings

|

Holdings

H Summary is
the default

column set in

the Holdings

Analysis table.

(10 -

Weig| 2ol Date 0 (=) Calumn Set
07/31/2019 e
100.¥ Coiumn Ser @ '|Hc|u:"cs summary |

Portfolio Fees -

N Aszet Allocation

£ 1 Year Expected Return % \

1 GICS Sector

11| Grouping ity Statisti

| No Grouping 7| | EQuity Statistics

. Cuetaingh

Lo | Benchmark y SUsLaINADIiLy

0 Moderate Custom Benchmark Yoldines iz

P =

1 US Dol > | | Portfolio Fees

2.1 US Dollar - ==

~qm oorfinat

2 Display Settings Custom Classification

2. PEL
Display ltem P

£ Jay Freemantle | 208

3. Click away from the Components Settings menu to close it.

MAORNINGSTAR
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Create a Proposal to Improve an Account’s Performance

Exercise 9: Identify the weakest holdings

Scroll right to see the Return (3M mo-end), Return (6M mo-end), and

Return (1Y mo-end) columns.

Click the Return (1Y mo-end) column heading to sort high-to-low.

Note the holdings whose returns fell below the benchmark.

Holdings Analysis * Holdings Summary = USD = 07/31/2013 = Jay Freemante [a Q]
" T [ o
-
Jay Freemantle 125 2.60 8.61 =
Woderate Custom Benchmark 031 6.16 14.70 219 Benchmark
1 Ivy Core Equity A 153 13.31 2083 653
2 Victory IMCORE Low Duration Bond A 107 25 138 275
3 RiverPark Short Term High Yield Retal 0.48 148 215 287
4 AlliznzGl Shart Duration High Inc A 0.87 237 405 247
5 Gabelli Eguity Incame AAA -1.35 5.23 1370 ~L10) hese losses
§ Lord Abbett Value Opportunities A -1.82 4.05 1357 —-3104 ]| indicate the
7 Templetan Growth A -450 -245 535 -10.73 || holdings to be
8 Hancock Horizon Burkenroad Sm Cp Inv —3.56 1.23 1277 1087 ?grnrséggggmem_
9 Templeton Foreign A -5.75 -3.91 ime -10.91
0 Longleaf Partners -2.12 0.00 10480 -12.11
6. Toinvestigate a bit further, sort the Return (6 - mo-end) column and note the
holdings whose returns fell below the benchmark.
Holdings Analysis = Holdings Summary = USD » 07/31/2013 = Jay Freemantle 3 =
Return (3M - | Return (M -| Heturn (YTD -  Refurn (1Y - :
Name mo-end) mo-end) mo-end) mo-end) | Click here to sort.
-
Jay Freemantle -1.25 2.6 8.61 =
Moderate Custom Benchmark 0.31 6.16 14.70 219 Benchmark
1 Ivy Core Equity A 153 1331 20.83 6.53
2 Gabelli Equity Income AAA - -135 5.23 1370 -1.10 Are any of
3 Lord Abbett Value Opportunities & —1.62 405 1357 —-3.04 these the same
4 Alliana@l Short Duration High Inc A 087 237 405 747 | holdings you
5 Victory INCORE Low Duratian Bond A 107 225 239 275 | (o
8 RiverPark Short Term High Yield Retai 048 148 215 187 mo-end) column?
7 Hancock Horizon Burkenroad Sm Cp Inv —3.56 23 1277 —10.87
8 Longleaf Partners —212 0.00 10.90 —12.11
0 Temnpleton Growth A —4 50 —246 535 —10.78
10 Templeton Foreign A —5.75 —-341 299 1091

MAORNINGSTAR

Morningstar Direct for Wealth Management August 2019

© 2019 Morningstar. All Rights Reserved.

26



Create a Proposal to Improve an Account’s Performance

Exercise 9: Identify the weakest holdings

7. Toinvestigate even further, sort the Return (3M - mo-end) column and note the
holdings whose returns fell below the benchmark.

Click here to sort.

8. Inthe following table, list the funds falling below the benchmark in at least two of the

three time periods:

Were any of these
holdings called

out in the Return
(1Y - mo-end) and

mo-end) columns?

Holdings Analysis = Holdings Summary = USD = 07/31/2019 = Jay Freemantle O 3
Return (3M - | Refurn (6M - Return (YTD-  Return (1Y -
Name mo-end} | mo-end) mo-end) mo-end)
- T
Jay Freemantle —1.25 2.60 2.61 =
Moderate Custom Benchmark 6.16 14.70 212 | Benchmark
1 vy Core Equity A 153 13.31 2083 6.53
2 Victory INCORE Low Duration Bond A 107 225 238 275
3 AllianzGl Short Duration High Inc A 0.87 237 405 247
4 RiverPark Short Term High Yield Retai 0.48 1.48 2.15 257
5 Gabelli Equity Income AAA -1.35 5.23 1370 -1.10
6 Lord Abbett Value Opportunities A -162 405 1357 -3.04
7 Longleaf Partners -2.12 0.00 10.90 -12.11
8 Hancock Horizon Burkenroad Sm Cp Inv —-356 1.23 1277 =10.87 | Return (6M -
9 Templeton Growth A —450 —Z48 535 —10.78
10 Templeton Foreign A —5.75 —3.01 2409 -10491

Morningstar Direct for Wealth Management August 2019
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Create a Proposal to Improve an Account’s Performance Exercise 9: Identify the weakest holdings

9. Now that you have identified holdings to be replaced, find out the Morningstar Category
each one belongs to. When you replace them, use holdings in the same categories. In
the Holdings Analysis table, click the Component Settings icon, and from the menu,
select Grouping > Morningstar Category.

Your custom
asset classes
are available

at the bottom
Return (3M -  Return (6M - Return (YT~ Return (1Y - | ofthe
Name ma-end} mo-end} moend) mo-end] | Grouping menu.

i |
Jay Freemantle 13 Component Settings /

s -
<L) Grouping

Holdings Analysis = Holdings Summary = USD = 07/31/2019 = Jay Freemantle

Woderate Custom Benchmark 0.3 Portfolio Date
1 Ivy Care Equity A 1 0773172019 T i
A e [RPAEE | nA i 14 Column Set
2 y INCORE Low Duration Bond A 4 Holdings mary Global Broad Category
3 AllianzGl Short Duration High Inc A 0A— |\ -

. - o Grouping Wiorningstar Category |
4 RiverPark Short Term High Yield Retai 0.4] No Grodping | - o
5 Gabelli Equity Incoma AAA -13 genchmark | Marningstar Institutional Category
6 Lord Abbett Value Opportunities A —14 Moderate Custom Benchmari | My Assar Class
7 Longleat Partners -7, Currency

- . - _ | US Dollar
8 Hancock Horizon Burkenroad Sm Cp Inv -3
g Templetan Growth A -4 Display Settings 078
0 Templeton Foreign A =51 Display lem y —-10.91
Jay Freemantle

10. Click Done.

11. Click away from the Components Settings menu to close it.

Morningstar Direct for Wealth Management August 2019 28
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Create a Proposal to Improve an Account’s Performance

Exercise 9: Identify the weakest holdings

Note the Morningstar Category of the holdings identified in step 8 on page 27.

Holdings Analysis = Holdings Summary Jay Freemanile
¥ .hlame Ticker Weight
Jay Freemantle 100.00
Moderate Custom Benchmark —
¥ Foreign Large Value —
Templeton Foreign A FX 25
¥ High Yield Bond —
2 AllianzGl Short Duration High Inc A ASHA B
3 RiverPark Short Term High Yield Retai APHYX 22
¥ Large Blend —
4 Gabelli Equity Income AAA EX 1054
¥ Large Growth —
5 Ivy Core Equity A A 12.08
¥ Large Value
# Longleat Partners 237 account’s diversification.
¥ Mid-Cap Blend —
1 Lord Abbett Value Opportunities A AN s
¥ Short-Term Bond —
2 Victory INCORE Low Duration Bond A ALDAX 24
Small Blend —
Hancock Horizon Burkenroad Sm Cp Inv HHEUX, 238
World Large Stock —
Templeton Growth A TEPLX 25

12. In the following table, list each fund from step 8 on page 27 and its
Morningstar Category:

Holding

Morningstar Category

After removing the highlighted holdings, replace
them with more robust holdings in the same
- Morningstar Categories to preserve the client

MAORNINGSTAR
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Exercise 10: Create a proposal for a client account, replacing

Create a Proposal to Improve an Account’s Performance weak funds with more successful ones
Now that you have identified holdings to remove from the client account, you can Exercise 10: Create a
create a proposal. The Client Accounts workbook should still be open. proposal for a client

account, replacing

weak funds with more

1. In the Grid, hover the cursor over Jay Freemantle. From the Actions menu, select successful ones
Create Proposal. The Creating Proposal window opens.

Do the following:

Portfolio Analysis | Client Accounts -

E) Analytical View

Holdings Analysis
® Name - !
& 1 Jay Freemantle D)
Account
ngs
Deleta
Actions Note the highlighted selections.
Generate Portfolio Propofal Report

Generate Portfolios Comarison Report

Proposals

| Create Proposa

2. Inthe Creating Proposal window, remove the holdings you listed in step 8 on page 27.

< Note: If you need help with this step, please refer to step 3 on page 9.

Morningstar Direct for Wealth Management August 2019 30
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Create a Proposal to Improve an Account’s Performance

Exercise 10: Create a proposal for a client account, replacing

weak funds with more successful ones

3. Inthe table below, list the following:

» the Morningstar Category you listed in step 12 on page 29

» the holding you have chosen from that Morningstar Category to replace the holding
listed in step 12 on page 29, and
» the ticker of the holding in the Holding column.

Morningstar
Category

Holding

Ticker

MAORNINGSTAR

Morningstar Direct for Wealth Management August 2019

© 2019 Morningstar. All Rights Reserved.



Create a Proposal to Improve an Account’s Performance

Exercise 10: Create a proposal for a client account, replacing

weak funds with more successful ones

4. Set the weights of the holdings (not just the new ones) to equal weights totaling 100.

< Note: When you imported the Jay Freemantle account, each holding had a weight of 10. In
the Creating Proposal window, those weights might have changed due to the passage of time

and changes in the funds’ values.

CREATING PROPOSAL FOR "JAY FREEMANT...

Jay Freemantle 08/01/2016 £ 3
+
Name Weight

- T

Proposal 100.00
Account 100.00
Moderate Custom Benchmark —
Unallocated Cash 0.00

1 lwy Core Equity A 10.00
2 Victory INCORE Low Duration Bond A 10.00
3 RiverPark Short Term High Yield Retai 10,00
4 AllianzGl Short Duration High Inc A 10.00
5 SPOR® S5GA US Large Cap Low Valatil ETF 10,00
6 iShares Edge MSCI Min Vol USA Sm-Cp ETF 10,00
7 Innovator Lunt Low Vol/High Beta Tact 10.00
8 Invesco S&P MidCap Low Volatility ETF 10,00
g SPOR® S&P International Dividend ETF 10.00
10 iShares Edge MSCI Min Vol Global ETF 10,00

If you are working with the Jay
Freemantle account, set each
holding’s weight to 10.

5. Click Recalculate.
6. Click Save As.
7. Name the proposal Jay Freemantle Proposal and click Save.
8. In the upper-right corner of the window, click Close.
Morningstar Direct for Wealth Management August 2019 32
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Create a Proposal to Improve an Account’s Performance Exercise 11: Compare the client account and its proposal

In the Analytical View, select the Performance tab. Note that neither chart displays Exercise 11: Compare
data from the proposal. The reasons are as follows: the client account and

» The Market Value chart can display data from only the client account, and its proposal

» The Historical Return chart defaults to display data from the client account and
its benchmark.

Analytical View e

Holdings  Allocation

Market Value = 08/01/2018 - 07/31/2019 o9

— Jay Freemantls

12,675.84

- F—
11,984.36 | ey R
Wy ﬂf \ ~
\ N A Uﬂ"‘“\u _
LAY o VL’L\}J""’ 7 Note the Legend in each chart
11,092 88 ! f)

1
g
10,201 40
Aug 1 Jan 1 Jul1
2018 2019
Historical Return » Monthly = 08/01/2018 - 07/31/2019 = Jay Freemantle L8 I/ BN
10.00 W Jay Frzamantle

—_ = Maderate Custom

500 I Benchmark

-5.00 - —
-10.00
Aug Sep Oct MNov Dec Jan Feb Mar  Apr May Jun  Jul
2018 2019
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Create a Proposal to Improve an Account’s Performance Exercise 11: Compare the client account and its proposal

The Market Value chart displays data as a line chart but it can’t display data from the
proposal. To display a line chart reflecting the client account and the proposal, replace
the Market Value chart with an Investment Growth chart.

Do the following:
1. On the Tabs bar, click the Edit icon. The Edit panel opens.

Analytical View X
Holdings Allocation Performance % Return/Risk  Attribution  Risk Fac New Tab Er ; .
: ——— © v Click this icon.
Market Value = 08/01/2018 - 07/31/2019 = USD » Jay Freemantle o N
— Jay Freemantls
12.875.84
/\."'_'Wx-"'_
11,984.36 I
WA -/"*L P
\/ qw,-q_l
I LYY
11,092 58 b
IlLIﬂ-‘
10.201 40 '
Aug 1 Jan 1 Jul1
2018 2019
Historical Returm = Maonthly = 08/071/2018 - 07/31/2019 » Jay Freemantle o9
10.00 M Jay Frezmante
—_ = Maderate Custom
500 I Benchmark
0.00 I I
-5.00 —
-10.00
Aug Sep Oct MNov Dec Jan Feb Mar  Apr May Jun  Jul
2018 2019
2. To delete the Market Value chart, click the X in the upper-right corner.
Analytical View
Holdings Allocation  Performance v  Return/Risk  Attribution  Risk Factors  Scenario Ar@) MewTap  Edit @
Miaret Value = 08/01/2018 - 07/31/2018 « USD * Jay Fresmantle £ e L T T Click here
— Jay Frezmantle Q, Search for charts, tables, research.
12.875.84 N
Allocation
N i ¥ ad & Allocation ]
T \1 . 5 - —
I,J.\ A FM/\,»"-MN # Equity Region Exposure (i)
W ""'...rH'a] L i Equity Style Box ®
Ev— & U .
11,092.55 \ E Historical Allocation ®
1
10201 40 U Analyst Research
Aug 1 Jan1 Jult 2 oninmi A W 2arc (8]
s 201 # Momingstar Asset Flows Research (i)
E Mualitative Beeasrrh )
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Create a Proposal to Improve an Account’s Performance

Exercise 11: Compare the client account and its proposal

3. Inthe Edit panel, scroll down to the Performance section, then drag-and-drop
Investment Growth to the top of the Analytical view (the area previously occupied by
the Market Value chart).

Analytical View
Holdings  Allocation

Historical Return = Wonthly

Performance v

Return/Risk  Attribution  Risk Factors

08/01/2018 - 07/31/2018 = Jay Freemantle

Scenario A + New Tab

Edit
Drag & drop charts, tables, and research tools to
customize your analysis

10.00

5.00

W Jay F
= Moderate Custpm
Benchmark

0.00

-5.00

-10.00

fug  Sep  DOct
2018

MNov Dec Jan  Feb Mar  Apr May Jun  Jul

ana

QL Search for charts, tables, ressarch.

B Total Portfolio Attribution Highlights ®

Holdings

§ Charasctenstcs

¥ Holdings Analysis

B Holdings Correlation

[SHOMONS]

B Holdings Plot

Performance

B Historical Return

& | Investment Growth

£ Market Value

& Rolling Time Series

[ShHeHSHONC]

B Scatter Plot

Risk Model

B Historical Risk Exposure

¥ Holdings Risk Factor

B Multiple Risk Exposures

B Multiple Risk Premiums

Nal|e|e oo

¥ Risk Decompasition

4

4. At the top of the Edit panel, click Done.

Place the
Investment
Growth
chart here.
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Create a Proposal to Improve an Account’s Performance

Exercise 11: Compare the client account and its proposal

5. Inthe Investment Growth chart, click the Component Settings icon and from the menu,
select. Display Items >Jay Freemantle Proposal.

Analytical View

Holdings

Allocation Performance v Return

= Maderate Custom Banchmark

= Jay Freemantle

|Imestmentl3ruw1h| 10K Growth = D8/01/2018 - 07/31/2019 = .lay Freemantle

10,887 65

W
3.112.35

822289

10,000 00 rﬁt" 'L\

M\{

Jul 31
2018

6. Click Done.

Component Settings

Time Period
08/01/2018 - 07/31/2019
Data Point

10K Growth

Freguency

DaiTy

Benchmark 1

Moderate Custom Bench
Benchmark 2
No Benchmark
Comparisans

0 Selected

Jull

.

/ Click here.

Display Settin

Display ltems
1 Selected

Data View

o isw ms

Chart 22

Clear All
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Create a Proposal to Improve an Account’s Performance Exercise 11: Compare the client account and its proposal

7. Click away from the Components Settings menu to close it.

Analytical View

2018 me

Holdings Allocation  Performance v Return/Risk  Attribution  Risk Factors  Scenario Analysis @) 4 New Tab H
Investment Growth = 10K Growth = 08/01/2018 - D7/31/2018 = Muluple Investmants oo
11.168.27 Jay Freemantle

Proposal
110,830.73
[ Moderate Custom
10.584.14 Benchmark
10,238.00
e Jay Freemantle
o W“ifkfg\” 371585
10.000.00 V B
9.415.86
8.831.73
8.247 58
gulgl Oex 1 Jan 1 Apr 1 Jul i

What has the trend been for the proposal during the past year?

Over the past year, how has the proposal’s performance compared to that of
the benchmark?

Over the past year, if the client had been invested as in the proposal, would he have
seen greater or lesser profit than in his current account?

Note the values
of the proposal,
the benchmark,
and the account.
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Increase Your Knowledge about Proposals

Overview

Increase Your Knowledge about Proposals

You have created proposals for three client accounts and displayed them in different Overview
components. In this section, you will learn how to do the following:

» Add an investment list or portfolio object in a proposal (page 38)
» Understand how many proposals a client account can have (page 39), and
» Generate a proposal report (page 41).

When a proposal is first created, its holdings are based on those of the client account. How can | add
Any holding you do not want to retain needs to be removed manually, item-by-item. an investment
A model portfolio, custom benchmark, or investment list can be used when adding list or portfolio
holdings to a proposal. The options for doing so are described in the following table: object in a proposal?

< Note: You can use more than one of the options described in the table, but you cannot include
both a model portfolio as an individual object and the same model portfolio’s holdings.

Option

From Investment List

Description
Select an investment list, then do one of
the following:

» Click Add All Investments, or
» Select one or more investments.

Notes

Each investment is added as an individual
holding in the proposal. Be sure to assign a

weight, value, or number of shares to each one.

From User Created Portfolios >
Custom Benchmarks

Do one of the following:

» Click Add All Investments, or
» Select one or more benchmarks.

Choosing “Add All Investments” adds
each custom benchmark as a holding to
the proposal.

The benchmarks are not broken out into
holdings. If a change is made to a custom
benchmark used in a proposal, the change
carries over to the proposal.

From User Created Portfolios >
Model Portfolios

Do one of the following:

» Click Add All Investments, or
» Select one or more model portfolios.

Choosing “Add All Investments” adds each
model portfolio as a holding to the proposal.

The model portfolios are not broken out into
individual holdings. If a change is made to a
model portfolio used in a proposal, the change
carries over to the proposal.

From Model Portfolio Holdings

Select one or more model portfolios,
then select a portfolio date.

The model portfolio’s holdings are added as
individual holdings. Changes to the model
portfolio do not affect the holdings in

the proposal.
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Increase Your Knowledge about Proposals

How many proposals can a client account have?

EDITING HOLDINGS FOR "ADAM FAIRCHILD"
N

Adam Fairchild 03/31/2016

Sawve Save As Rename Close

Allocation: Global Broad Category Group 0... £ & .7

W Altzrnative
B Equity

100.00
Add
- abEdiLll A ExlMEe

From Investment List »
From User Created Partfolios b D
From Mode! Partfolio Holdings )
¥ United States Large Growth 55.00 || _

American Funds Growth Fund of Amer A 40.00 25.00

2 American Funds New Economy A 15.00

Fixed Income
B Money Market
B Unclassified

You can create and display up to three proposals per client account.

Portfolio Analysis | Client Accounts
V1 4 ) B £ Column Set v
Total Total Total
Return Return Return
(¥TD - (6M - {1Y - mo-
/] Mame mo-end]  mo-end) end)
.
® 1 Chnstine Hall ) 1571 7.39 506
Account
Edit Holdings
Settings
Delee
Actions

Generate Portfolio Proposal Repart

Generate Portfolios Comparisan Report

Proposals

Christing Hall Proposal

The options for
adding to a proposal
are shown here.

How many proposals can

a client account have?

Select this option to create a
second or third proposal for
this account.
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Increase Your Knowledge about Proposals

How many proposals can a client account have?

The method and results of displaying a client account and multiple proposals in a
Performance chart are shown in the following illustrations:

Analytical View x

Holdings  Allocation Return/Risk  Attribution  Risk Factors  Scenz i + Mew Tab =]
Historical Return|* Monthly ® 08/01/2018 - 07/31/2019 * Christine Hal

00 [g]nisla Items 12 Hall
R gatar Mod
[ Christine TR USD
[ christine Hall Pxqposal 3
400 [ christine Hall Proposgl
[ Christine Hall Proposal
] 174 Select Al
0.00
—4.00
-B.00
Aug Sep Oct Mow Dec Jan  Feb Mar  Apr May Jun  Jul
2018 2019
Analytical View h 4

Holdings Al:uce:'cn Return/Risk  Attribution  Risk Factors  Scena @) + New Tab =]

Click here to select the client
account and all of its proposals.

Historical Return| = Monthly » 08/01/2018 - 07/31/2019 = Multiple Investments o0+
&0 W Christing Hall
M Christing Hall
Propasal 3
Christing Hall
100 Propasal
M Christing Hall
Propasal 2
I I .—I“ ‘_I = Marningstar Mod
Tgt Risk TR USD
0.00
—4.00
—B.00

Aug  Sep Oct Mov Dec Jan Feb Mar  Apr May  Jum  Jul
018 2019

The maximum number of
displayable items are shown
here. Note that the benchmark
can be displayed along with the
account and proposals.
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Increase Your Knowledge about Proposals How can | generate a proposal report?

Once you're satisfied with a proposal, share it with your client. Naturally, you want the How can | generate
proposal to look as polished and professional as possible. To do that, you need a proposal report?
a template.

In Morningstar Presentation Studio, you can create the following proposal templates:

» Portfolio Proposal Report, and
» Portfolios Comparison Report.

The overall steps to creating a template are as follows:

1. In Presentation Studio, create a proposal report template.

.

| | In Presentation Studio, click
this tile to begin creating a
proposal report template.

Portfolio

2. Publish the proposal report template from Presentation Studio.

& Note: Contact your CSM for publishing rights.

Action

Open
Rename
Delete
Save As
Send To Select this option to publish a

finished template to yourself and
Share With (optionally) others at your firm.

|Puh||'sh To |

3. In Morningstar Direct for Wealth Management, use the template to generate a
proposal report.

Partfolio Analysis | *Client Accounts

Al ° Account
Edit Holdings
Settings
E Name —
v Delete
® 1 Jay Freemantle
Actions

Generate Fortfolio Proposal Report 5 q
! In Morningstar Direct for Wealth

Generate Fortfolios Comparison Report||  Management, select a template
to generate the report.

Proposals

Jay Freemantle Proposal

Create Proposa

Morningstar Direct for Wealth Management August 2019 vy
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https://advisor.morningstar.com/AWSOE/Training/MRCloud/Presentation-Studio-User-Guide.pdf#M3.8.createtemplate
https://advisor.morningstar.com/AWSOE/Training/MRCloud/Presentation-Studio-User-Guide.pdf#M3.8.publish
https://advisor.morningstar.com/AWSOE/Training/MRCloud/Presentation-Studio-User-Guide.pdf#M3.8.generatereport
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