
Morningstar Investment Services 

Strategies for Investors



“We build each portfolio for the long term, managing 
it with a keen eye on risk, and putting your needs 
front and center, where they belong.”

3 Jeffrey Ptak President and Chief Investment Officer, Morningstar Investment Services



Morningstar Investment Services

At Morningstar Investment Services, we use unbiased, objective mutual fund 
and ETF research to create model portfolios we believe in—and offer them to you 
exclusively through your fee-based, independent fi nancial advisor.

Our lineup of portfolios is designed to help meet your 
investing needs at every stage of your life. Each portfolio 
is actively managed by a team of professionals using 
an established, repeatable process.

Ibbotson Asset Allocation
In investing, the essentials matter. That’s why we
start with research from our affi liate, Ibbotson
Associates—a leading authority on asset allocation—
to build our portfolios. Ibbotson Associates has 
shown that the mix of assets in a portfolio can have 
a greater impact on investment returns than 
an ability to time markets or pick stocks. Guided by 
this research, we use Ibbotson’s risk and return 
forecasts to develop a strategic asset allocation for 
each portfolio.1

Morningstar Research
We think our independent approach to fi nding
investments sets us apart. Once we’ve determined 
a portfolio’s asset allocation, we sift through 
thousands of investments to identify those which we 
think are worthwhile. Our research process is 
backed by trusted data from our parent company, 
Morningstar, Inc.

From there, we evaluate each potential holding using a
proprietary methodology developed by Morningstar
Investment Services. Only those with the highest scores
make it into your portfolio.

Active Management 
Because markets are in constant motion, we don’t
take a ‘set it and forget it’ approach. Instead, we actively 
manage our portfolios to make sure that each is 
positioned to take advantage of market opportunities.
 

 Selecting Mutual Funds 
 When building our mutual fund portfolios, we look
 for the following:

3 Strategy—Does a mutual fund’s manager
 use a disciplined, proven process to choose
 investments?

3   People—How stable is the management team,
 and do they tend to act in the best interests
 of shareholders?

3   Performance—We examine performance in
 order to reconcile a fund’s risk-adjusted returns
 with the nature of the strategy.

3 Capacity—We take a close look at the level 
 of assets under management to determine whether
 that sum could compromise the manager’s
 effectiveness.

3  Expenses—A fund’s expenses diminish the
 returns it can deliver, so we monitor costs carefully,
 seeking to keep them to a minimum.

3  Role in Portfolio—We consider how a mutual
 fund works with the other holdings in a
 given portfolio, as well as how it may fare in
 different market environments.
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Our continual four-step process is designed to help the portfolios stay well-positioned 
through the market’s ups and downs.

3 Develop Asset Allocation
 Ibbotson Associates’ respected 
 asset class research forms the building 
 blocks of our diversifi ed portfolios.

3  Analyze Investments
Rigorous research begins with 
Morningstar, Inc.’s independent data, 
which we use to make in-depth 
assessments of each investment.

3  Construct Portfolio 
 Each potential holding undergoes 
 scrutiny—including risk and expense 
 reviews—to help determine if it’s 
 a good fi t within an overall portfolio.

3  Ongoing Risk Management
 We strive to keep each portfolio in 
 line with its risk profi le, recommending   
 changes when necessary.

Selecting ETFs 
Exchange-traded funds (ETFs) have many of the key 
features of indexed mutual funds—but trade 
on an index like a stock. For example, they can track a 
specifi c index, such as the S&P 500, or invest in a 
particular style, region, sector, or industry. This, combined 
with the cost and tax savings ETFs may offer, has 
made them a fl exible choice for investors’ portfolios.

The Core and Explore Approach 
To construct our ETF portfolios, we combine effi cient,
low-cost “core” positions tracking broad asset classes 
with more nimble “explore” positions.

Our core positions anchor the portfolios, providing 
exposure to a broad range of asset classes. 
Explore positions are used to add value relative 
to our benchmarks, and often consist of 
ETFs tracking narrower segments of the markets.

Uncovering Value
To select equity ETFs for our portfolios, we use a 
proprietary methodology grading each on three broad 
factors. Valuation is the most important component 
of our rating system and uses independent 
equity research conducted within our parent company. 
Next, we review the fundamentals, including a 
company’s profi tability, growth characteristics, and 
business risk. Finally, we look for ETFs that keep 
expenses to a minimum.

Ongoing Monitoring 
To ensure that every portfolio sticks to its risk and 
return objectives, we divide portfolio monitoring into 
two distinct parts: reallocating and rebalancing.

Reallocations often follow signifi cant shifts in the 
market environment or changes to individual 
funds within a portfolio. When needed, LPL Financial
performs rebalancing, making sure each portfolio 
stays on track to help you meet your goals.2   
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Please note that allocation charts are for illustrative purposes only. Mutual fund and ETF portfolio allocations may not be identical and actual allocations will vary over time. Please see 
disclosures on last page for important information. 1 Asset allocation does not ensure a profi t or protect against a loss. 2 Rebalancing may involve tax consequences.

Long-term capital appreciation. Designed to allow investors to participate fully in
the growth the stock market can offer, the portfolio invests primarily in domestic and
foreign equities.

Long-term capital appreciation. Allows investors to take advantage of the potential
for stock market growth by investing primarily in domestic and foreign equities.
Exposure to fi xed-income securities may help provide an amount of cushioning in diffi cult
market environments.

Long-term growth with moderate volatility. Built with a focus on providing
balanced and varied exposure by investing in both equity and fi xed-income securities.

Moderate capital appreciation combined with current income. Combines the growth
potential of equities with the balance that fi xed-income securities can provide.

Protection from capital loss and a safeguard against infl ation. Invested in fi xed-income
and equity securities, it’s best-suited for investors who value current income and
stability over all else.

Moderate, consistent returns that aren’t overly dependent on the movements of 
the broad markets. Invests primarily in a diversifi ed range of mutual funds that use 
alternative strategies.

Strategies from Morningstar Investment Services 
and LPL Financial

We’ve teamed up with LPL Financial to bring you a series of diversifi ed investment strategies 
available through the Model Wealth Portfolios platform. Talk to your advisor about crafting a long-term 
strategy that’s in line with your own views on risk, savings, and wealth. 

The minimum investment for each portfolio is $50,000, and the mutual fund portfolios are available 
in tax-conscious versions. 



Risks
Neither diversifi cation nor asset allocation ensure 
a profi t or guarantee against a loss. 

It is important to note that investments in securities 
(e.g., mutual funds, exchange-traded funds) involve 
risk and will not always be profi table. 

Principal Risk 
An investment in exchange-traded funds (ETFs), 
structured as a mutual fund or unit investment 
trust, involves the risk of losing money and should 
be considered as part of an overall program, 
not a complete investment program. An investment 
in ETFs involves additional risks: not diversifi ed, the 
risks of price volatility, competitive industry pressure, 
international political and economic developments, 
possible trading halts, index tracking error.

Stock investing may involve risk including loss 
of principal.

International and emerging market investing 
involves special risks such as currency fl uctuation 
and political instability and may not be suitable 
for all investors.

Investing in real estate/REITs involves special 
risks such as potential illiquidity and may not be 
suitable for all investors. There is no assurance 
that the investment objectives of this program will 
be attained.

Bonds are subject to market and interest rate 
risk if sold prior to maturity. Bond values and yields 
will decline as interest rates rise and bonds are 
subject to availability and change in price.

Alternative strategies may not be suitable for all 
investors and should be considered as an investment 
for the risk capital portion of the investor’s portfolio. 
The strategies employed in the management of 
alternative investments may accelerate the velocity 
of potential losses.

Model Portfolio Descriptions
Aggressive Growth—seeks long-term capital 
appreciation through investments in domestic and 
foreign equity securities. The portfolio is 
susceptible to market volatility and is best suited 
for fi nancially stable investors with at least a 
15-year investment horizon.

Growth—seeks long-term capital appreciation 
through investments in domestic and foreign equity 
securities and exposure to intermediate 
and corporate bonds. This portfolio is designed 
for investors with at least a 10- to 15-year 
investment horizon.

Growth with Income—seeks long-term capital-
appreciation with some muted volatility. 
This portfolio combines investments in equities and 
fi xed-income securities to provide investors 

with balanced and varied exposure to the stock 
and bond markets. It is designed for those who have 
at least a fi ve- to seven-year investment horizon.

Income with Moderate Growth—seeks a 
combination of moderate capital appreciation 
combined with current income. This portfolio splits 
its assets relatively evenly between equities 
and fi xed-income securities. It is most 
appropriate for investors with a three- to fi ve-year 
investment horizon.

Income with Capital Preservation—seeks to 
provide some current income, protect investors from 
a signifi cant capital loss, and safeguard against 
infl ation. The portfolio is intended for those 
who value current income and stability with at least 
a one- to three-year investment horizon.

Absolute Return—seeks to deliver moderate 
and consistent returns over time that are not overly 
dependent on the direction of the broad equity 
market or as susceptible to downside risk. The 
portfolio is well-diversifi ed across several different 
asset classes and may employ alternative 
strategies in an attempt to capitalize on market 
opportunities and manage risk.

Morningstar Investment Services (MIS) is a non-
discretionary investment manager providing 
model investment portfolios to LPL Financial; these 
model portfolios are available under the 
Model Wealth Portfolios Program. While each trade 
is based on model portfolio investment 
recommendations from MIS, LPL Financial may 
select investments for your account that differ from 
these recommendations.

LPL Financial Overlay Portfolio Management 
Group serves as the investment manager 
and implements trades for your account, including 
monitoring, rebalancing and tax management 
services. Rebalancing may involve tax consequences.

MIS does not guarantee that the results of its 
advice, recommendations, or the objectives of your 
model portfolio will be achieved. MIS does 
not guarantee that negative returns can or will be 
avoided in any model portfolios. 

Investors should consider the investment
objectives, risks, charges and expenses
of the investment company carefully before
investing. The prospectus contains this
and other information about the investment
company. You can obtain a prospectus
from your fi nancial representative. Read
carefully before investing.
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