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How Do Clients Really Feel About
Model Portfolios?

Some advisors worry that outsourcing portfolio
management might hurt their value proposition.
Our research suggests that using model portfolios
may actually boost client satisfaction.

With the financial services industry facing transformational changes in regulations, technology,
investment products and fee structures, many advisors understand that their success depends
on something they can still control: Creating strong client relationships.

In new research from State Street Global Advisors, advisors say that their top two business
goals for the next three to five years are acquiring more clients and deepening relationships with
existing ones. Yet the day-to-day demands of running a practice may make it difficult to focus on
those goals. In fact, advisors surveyed report spending more time on investment management
than on either client-facing activities or prospecting.

One potential solution for this challenge is to outsource portfolio management by putting client
assets into model portfolios — investment strategies created and maintained by large asset
managers that employ teams of experienced investment professionals. And in fact, more than
50% of advisors are using model portfolio solutions to help them scale their businesses and
serve more clients more efficiently.'

Outsourcing does not mean optioning out of investment responsibilities on behalf of clients.
Advisory practice maintain their rigorous process for selecting portfolios that reflect client goals
and risk tolerances, using transparency into the strategy’s investment objectives and portfolio
construction in their decision process.

Still, many advisors are reluctant to adopt model portfolios. Some advisors believe that models
may limit their ability to customize and personalize client portfolios. Likewise, many advisors are
concerned that outsourcing portfolio management means ceding a critical role to someone else,
thereby diminishing an advisors’ value proposition for clients and prospects.

Client sentiment and satisfaction are critical factors in a firm’s success, so we sought to
understand clients’ perception of — and experience with — model portfolios. The results
are surprising.
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Investors Understand
Model Portfolios
and Appreciate
Their Benefits

Figure 1
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Our survey explored a key question: Are investors familiar with the concept of model portfolios?
It turns out that the majority of investors (62%) know what model portfolios are, and half of that
group says their advisors have some or all of their assets invested in a model portfolio.?

Even investors who don’t have assets in model portfolios are overwhelmingly open to using them:
Only 10% say they don't like idea and would seek another advisor if theirs suggested investing in a
model portfolio.?

We went further to investigate how outsourcing portfolio management affects the client
experience. Again, clients with assets in model portfolios strongly support their use and report
positive impacts. It seems that these investors see the big picture: Using model portfolios frees
their advisors to dedicate more time and energy to client relationships, resulting in a better
understanding of each client’s unique circumstances.

What’s more, investors are sophisticated enough to recognize specific benefits related to
performance, risk and fees. Below is a list of statements about model portfolios that 80% or more
of clients agree with.

Benefits of Model Portfolios Total (%)
My portfolio is being constructed by asset managers with more knowledge of the markets 88
My advisor can focus on what really matters to me 88
My portfolio has a track record that fits my risk tolerance 86
My advisor can spend more time helping me make more intelligent financial planning decisions 84
My advisor can be more flexible to my needs 82
I am better protected by a robust compliance structure 81
There is more robust due diligence on my portfolio 80

Source: State Street Global Advisors’ Practice Management Global Study, Advisor Productivity: Embracing Asset Allocation
Models, 2019. Q: Is the following a benefit to you because your advisor has your assets in a model portfolio? (select all that
apply; base 25; summary of “yes, a benefit”).

The combination of greater personal attention from their advisors and high confidence in
their investment portfolios generates strong feelings of trust and satisfaction among clients.
Clients with assets in model portfolios are far more likely to say that their advisors understand
their goals, that they trust their advisors and that they see them as integral partners in their
financial wellbeing.
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Figure 2

Clients with Assets
in Model Portfolios
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Source: State Street Global Advisors’ Practice Management Global Study, Advisor Productivity: Embracing Asset
Allocation Models, 2019. Q: Please indicate how much you agree or disagree with the following statements. 5-point scale.
Percentages reflect participants who selected “agree” or “strongly agree”.

Finally, we asked the investors a simple question about their overall satisfaction with their advisor.
Once again, clients with assets in model portfolios give higher marks: 85% say they are very or
extremely satisfied with their experience, compared with just 73% of clients with no assetsin a
model portfolio.®

Focusing on
Relationships for the
Good of the Client —
and Your Practice

Taken together, these survey results indicate that outsourcing portfolio management doesn’t
diminish an advisor’s role in the eyes of clients. In fact, it may help strengthen a firm’s value
proposition by allowing for deeper advisor-client relationships.

Most advisors understand that clients want more than portfolio management. Offering better
financial planning services and helping clients manage and modify their behavior in the face
of market movements are just two ways that advisors can deliver meaningful improvements in
clients’ financial results.

For their part, advisors tell us they are in this business to do more than manage investments.
Many say that building long-term relationships with clients in their favorite part of the job.

Adopting model portfolios can help advisors spend more time on those critical elements of their
practice that result in better client service and deeper, more fulfilling relationships. It’s a simple
equation: Creating economies of scale in investment management allows advisors to spend their
time on what matters most to their clients and to their practice.
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About State Street
Global Advisors

For four decades, State Street Global Advisors has served the world’s governments, institutions
and financial advisors. With a rigorous, risk-aware approach built on research, analysis and
market-tested experience, we build from a breadth of active and index strategies to create cost-
effective solutions. As stewards, we help portfolio companies see that what is fair for people and
sustainable for the planet can deliver long-term performance. And, as pioneers in index, ETF,
and ESG investing, we are always inventing new ways to invest. As a result, we have become the
world’s third-largest asset manager with US $2.69 trillion* under our care.

* AUM reflects approximately $50.01 billion USD (as of March 31,2020), with respect to which State Street Global
Advisors Funds Distributors, LLC (SSGA FD) serves as marketing agent; SSGA FD and State Street Global Advisors

are affiliated.

ssga.com/etfs

State Street Global Advisors
Worldwide Entities

Abu Dhabi: State Street Global Advisors
Limited, Middle East Branch, 42801, 28, Al
Khatem Tower, Abu Dhabi Global Market
Square, Al Maryah Island, Abu Dhabi, United
Arab Emirates. Regulated by ADGM Financial
Services Regulatory Authority. T: +9712 245
9000. Australia: State Street Global Advisors,
Australia Services Limited (ABN 16 108 671 441)
(AFSL Number 274900) (“SSGA, ASL).
Registered office: Level 15, 420 George Street,
Sydney, NSW 2000, Australia. T: 612 9240-
7600. F: 612 9240-7611. Belgium: State Street
Global Advisors Belgium, Chaussée de La Hulpe
120,1000 Brussels, Belgium. T: 32 2 663 2036.
F:3226722077. SSGA Belgium is a branch
office of State Street Global Advisors Ireland
Limited. State Street Global Advisors Ireland
Limited, registered in Ireland with company
number 145221, authorized and regulated by
the Central Bank of Ireland, and whose
registered office is at 78 Sir John Rogerson’s
Quay, Dublin 2. Canada: State Street Global
Advisors, Ltd., 1981 McGill College Avenue, Suite
500, Montreal, Quebec, H3A 3A8, T: +514 282
2400 and 30 Adelaide Street East Suite 800,
Toronto, Ontario M5C 3G6. T: +647 775 5900.
France: State Street Global Advisors Ireland
Limited, Paris branch is a branch of State Street
Global Advisors Ireland Limited, registered in
Ireland with company number 145221,
authorized and regulated by the Central Bank of
Ireland, and whose registered office is at 78 Sir
John Rogerson’s Quay, Dublin 2. State Street
Global Advisors Ireland Limited, Paris Branch, is
registered in France with company number RCS
Nanterre 832 734 602 and whose office is at
Immeuble Défense Plaza, 23-25 rue Delariviére-
Lefoullon, 92064 Paris La Défense Cedex,
France. T: (+33) 144 45 40 00. F: (+33) 144 45

4192. Germany: State Street Global Advisors
GmbH, Brienner Strasse 59, D-80333 Munich.
Authorized and regulated by the Bundesanstalt
far Finanzdienstleistungsaufsicht (‘BaFin”).
Registered with the Register of Commerce
Munich HRB 121381. T: +49 (0)89-55878-400.
F: +49 (0)89-55878-440. Hong Kong: State
Street Global Advisors Asia Limited, 68/F, Two
International Finance Centre, 8 Finance Street,
Central, Hong Kong. T: +852 2103-0288. F: +852
2103-0200. Ireland: State Street Global
Advisors Ireland Limited is regulated by the
Central Bank of Ireland. Registered office
address 78 Sir John Rogerson’s Quay, Dublin 2.
Registered number 145221, T: +353 (0)1 776
3000. F: +353 (0)1 776 3300. Italy: State Street
Global Advisors Ireland Limited, Milan Branch
(Sede Secondaria di Milano) is a branch of
State Street Global Advisors Ireland Limited,
registered in Ireland with company number
145221, authorized and regulated by the Central
Bank of Ireland, and whose registered office

is at 78 Sir John Rogerson’s Quay, Dublin 2.
State Street Global Advisors Ireland Limited,
Milan Branch (Sede Secondaria di Milano),

is registered in Italy with company number
10495250960 - R.E.A. 2535585 and VAT
number 10495250960 and whose office is

at Via Ferrante Aporti, 10 - 20125 Milano, Italy.
T: +39 02 32066 100. F: +39 02 32066 165.
Japan: State Street Global Advisors (Japan)
Co., Ltd., Toranomon Hills Mori Tower 25F 1-23-1
Toranomon, Minato-ku, Tokyo 105-6325
Japan. T: +81-3-4530-7380 Financial
Instruments Business Operator, Kanto Local
Financial Bureau (Kinsho #345), Membership:
Japan Investment Advisers Association,

The Investment Trust Association, Japan,
Japan Securities Dealers’ Association.
Netherlands: State Street Global Advisors
Netherlands, Apollo Building, Tth floor
Herikerbergweg 29 1101 CN Amsterdam,
Netherlands. T: 3120 7181701. SSGA
Netherlands is a branch office of State Street

Global Advisors Ireland Limited, registered

in Ireland with company number 145221,
authorized and regulated by the Central Bank
of Ireland, and whose registered office is at

78 Sir John Rogerson’s Quay, Dublin 2.
Singapore: State Street Global Advisors
Singapore Limited, 168, Robinson Road, #33-01
Capital Tower, Singapore 068912 (Company
Reg. No: 200002719D, regulated by the
Monetary Authority of Singapore). T: +65
6826-7555. F: +65 6826-7501. Switzerland:
State Street Global Advisors AG, Beethovenstr.
19, CH-8027 Zurich. Authorized and regulated
by the Eidgendssische Finanzmarktaufsicht
(‘FINMA"). Registered with the Register of
Commerce Zurich CHE-105.078458. T: +41
(0)44 24570 00. F: +41(0)44 24570 16.
United Kingdom: State Street Global Advisors
Limited. Authorized and regulated by the
Financial Conduct Authority. Registered in
England. Registered No. 25609928. VAT No.
577659181. Registered office: 20 Churchill
Place, Canary Wharf, London, E14 5HJ.

T:020 3395 6000. F: 020 3395 6350.
United States: State Street Global Advisors,
One Iron Street, Boston, MA 02210-1641.
T:+1617 786 3000.

The information provided does not constitute
investment advice and it should not be relied
on as such. It should not be considered a
solicitation to buy or an offer to sell a security.
It does not take into account any investor’s
particular investment objectives, strategies,
tax status or investment horizon. You should
consult your tax and financial advisor.

All material has been obtained from sources
believed to be reliable. There is no
representation or warranty as to the accuracy
of the information and State Street shall

have no liability for decisions based on

such information.

Investing involves risk including the risk of loss
of principal.

The whole or any part of this work may not be
reproduced, copied or transmitted or any of its
contents disclosed to third parties without
SSGA's express written consent.
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purposes by State Street Corporation.

State Street Corporation’s financial products
are not sponsored, endorsed, sold or promoted
by SPDJI, Dow Jones, S&P, their respective
affiliates and third party licensors and none of
such parties make any representation regarding
the advisability of investing in such product(s)
nor do they have any liability in relation thereto,
including for any errors, omissions, or
interruptions of any index.

The returns on a portfolio of securities which
exclude companies that do not meet the
portfolio’s specified ESG criteria may trail the
returns on a portfolio of securities which include
such companies. A portfolio’s ESG criteria may
result in the portfolio investing in industry
sectors or securities which underperform the
market as a whole.
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