


•  ALTITUDE:	Sept	5-7,	2018	
•  Park	City	@	Stein	Eriksen	Lodge	

•  Na>onal	conference,	learn	from	industry	experts,	etc	

	

•  PINNACLE	/	SUMMIT	TRIP:		March	15-22,	2019	
•  Big	Island	and	Kauai	
•  Incen>ve	trip,	2	levels	of	qualifica>on	(details	on	our	website)	

Key	Dates…	



INVESTMENT	COMMITTEE:	

•  Kurt	Brown	(Chair,	Head	of	Equi>es)	

•  Monica	Sonnier,	CFA	(Head	of	Fixed	Income)	

•  Chris	Hedquist,	CFA	(Audits	and	PorXolio	Design)	

•  Jordan	Miller	(Audits	and	PorXolio	Design)	

•  Coming	Soon	(Credit	Analyst)	-	Interviewing	

•  Stanford	McCullough	(PorXolio	Analyst)	

	

TRADING:	

•  Xavier	DesForges	(Head	of	Trading)	

•  Brady	Webb	(Trading)	

•  Trenton	LaPorte	(Trading)	

Our	team…	

CLIENT	SERVICE	&	OPERATIONS:	

•  Michael	Folker	(Head	of	Opera>ons)	

•  Kristen	Vance	(Head	of	Client	Service)	

•  Natalie	Larsen	(Finance)	

•  Erica	West	(Client	Service	Manager)	

•  Shirley	Harris	(Process	Specialist)	

•  Thomas	Allgaier	(Onboarding)	

•  Jeremy	Thompson	(Onboarding)	

	

COMPLIANCE:	

•  Coming	Soon	(CCO)	-	Interviewing	





10	steps	to	op>mal	porXolios	(new	to	website)…	



10	steps	to	op>mal	porXolios	(new	to	website)…	



PorXolio	construc>on	founda>on…	



When	to	use	an	all-SMA	porBolio:	

•  All	households	over	$500k	that	want	to	op>mize	risk/reward	

•  Households	$100k	to	$500k	that:	

•  Only	need	a	core	porXolio	of	stocks	and/or	bonds	

•  Only	need	a	couple	of	style	boxes	filled	

	

	When	to	use	SMA’s	with	BRIX:	

•  Clients	with	$200k	to	$500k	that	want	several	or	all	style	boxes	

	

When	to	use	an	AllocaIon	Models	or	a	blend	of	BRIX:	

•  Households	under	$100k	

•  Households	under	$250k	that	want	all	style	boxes	

•  You	or	the	client	prefers	passive	management	

•  When	lowest	cost	is	a	high	priority	

Guidelines	for	building	porXolios…	



While	our	investment	commidee	makes	similar	macro-alloca>on	and	
rebalancing	decisions	for	the	Cornerstone	and	Founda>on	series,	there	
are	different	uses	for	each:	
	
When	to	use	CORNERSTONE:	

•  For	households	or	registra>ons	with	smaller	AUM	levels	

•  For	passive	asset	selec>on	only	

•  For	lowest	internal	investment	expenses	

	
When	to	use	FOUNDATION:	

•  When	a	client	doesn’t	have	enough	AUM	for	an	SMA	solu>on	

•  When	you	prefer	our	tenets	of	good	ac>ve	management	

•  When	the	client	doesn’t	have	to	have	the	absolute	lowest	cost	funds	

Cornerstone	or	Founda>on?	



Cornerstone,	Founda>on,	BRIX	choices…	

CORNERSTONE	MODELS	
•  Income	Focused	(100%	bonds)	
•  Cons.	Growth	&	Income	(30/70)	
•  Growth	&	Income	(50/50)	
•  Growth	(70/30)	
•  Equity	Focused	(100%	stocks)	

FOUNDATION	MODELS	
•  Income	Focused	(100%	bonds)	
•  Cons.	Growth	&	Income	(30/70)	
•  Growth	&	Income	(50/50)	
•  Growth	(70/30)	
•  Equity	Focused	(100%	stocks)	

BRIX	SATELLITES	
•  Tax	Exempt	
•  Conserva>ve	Income	
•  Stable	Income	
•  High	Income		

•  SMID	
•  Interna>onal	
	

•  Conserva>ve	Equity	
•  Growth	Equity	
•  High	Growth	Equity	
	



The	Morningstar	style	box…	

•  Every	stock	fits	into	one	of	Morningstar’s	nine	style-boxes.		No	stock	will	be	
located	in	more	than	one	place	on	the	grid.	

•  The	placement	of	a	stock	on	the	grid	is	determined	by	it’s	rela>onship	with	
other	stocks.		Placement	is	not	nominal,	it’s	rela4ve.	

•  The	overall	style	box	looks	like	the	broader	market	(70%	large	cap	stocks,	20%	
mid-cap	stocks,	10%	small	cap	stocks)	



Determining	STYLE	(value,	core,	growth)…	

•  Stocks	are	given	a	‘value	score’	based	on	five	valua>on	measures	and	a	‘growth	
score’	based	on	five	growth	rates.		

•  The	difference	between	the	stock’s	growth	and	value	scores	is	the	NET	STYLE	
SCORE.	If	the	result	is	strongly	nega>ve,	the	stock’s	style	is	value.	If	the	result	is	
strongly	posi>ve,	the	stock	is	classified	as	growth.	If	the	scores	for	value	and	
growth	are	similar	in	strength,	the	stock	is	classified	as	“core.”		

•  On	average,	value,	core,	and	growth	stocks	each	account	for	approximately	one-
third	of	the	total	capitaliza>on	in	a	given	scoring	group		



US	Large	Cap	Op>ons…	

VALUE	 GROWTH	

LOGAN	

COLUMBIA	

POLEN	

ALTA	LG.	



US	‘CORE’	Op>ons	(using	one	SMA	only)…	

Dearborn	Core	 Alta	All-Cap	Growth	



US	SMID	Op>ons…	

VALUE/CORE	 GROWTH	

LMCG	

EARNEST	

CONGRESS	

KAYNE	



SMA	Crib	Sheet	(new	to	website)…	



SMA	Crib	Sheet	(new	to	website)…	



SMA	Crib	Sheet	(new	to	website)…	



SMA	risk/return	diagram…	





Audit	Prepared	For: 	 	Advisor	

Audit	Requested	By: 	 	Advisor	

Current	Advisor: 																				 	Morgan	Stanley	

Current	Account	Value: 	 	$2,096,474	

Audit	PreparaIon	Date: 	 	December	5,	2017	

Account	Statement	Date: 	September	30,	2017	

YOUR	 AUDIT.	 	 We	 hope	 you	 find	 the	 informa>on	
provided	herein	 of	 value.	 	We	use	 some	of	 the	 industries	
best	 soqware	 to	 deconstruct	 the	 holdings	 in	 your	 current	
porXolio	 in	 an	 effort	 to	 provide	 valuable	 insights	 on	
structure,	efficiency,	asset	quality,	costs,	and	performance.		
This	audit	is	not	intended	to	serve	as	investment	advice	or	
as	a	financial	plan.		Our	wealth	advisors	invest	considerable	
amounts	 of	 >me	 with	 clients	 understanding	 their	 specific	
needs.		This	informa>on	and	insight	is	provided	as	a	tool	to	
help	clients	achieve	their	goal	of	building	beder	porXolios.		

KURT	BROWN	
As	 Chief	 Investment	 Officer	 for	 TownSquare	 Capital,	 Kurt	
oversees	 the	 porXolio	 construc>on	 for	 equity	 and	 fixed	
income	 assets.	 	 With	 nearly	 25	 years	 of	 capital	 markets	
experience,	 Kurt	 has	 managed	 porXolios	 for	 Fortune	 500	
companies,	hedge	funds,	university	endowments,	Taq	Hartley	
plans,	 bank	 trust	 porXolios,	 and	 individual	 re>rement	
accounts.	Prior	to	joining	TownSquare,	Kurt	was	a	principal	at	
Alta	 Capital,	 a	 high-quality	 growth	 equity	 manager	 based	 in	
Salt	Lake	City,	Utah.	During	his	12	years	with	Alta,	Kurt	helped	
grow	 the	firm’s	 assets	under	management	 from	$300	million	
to	over	$3	billion.	 	 In	addi>on	to	his	 investment	work,	Kurt	 is	
frequently	 called	 upon	 to	 speak	 at	 investment	 conferences,	
universi>es,	and	CPA	and	Estate	Planning	conferences.	 	Topics	
include	 capital	markets	 inefficiencies	 and	 conflicts	 of	 interest	
associated	 with	 investment	 products	 and	 brokerage	 firms.	
Prior	 to	 Alta,	 Kurt	 was	 with	 Black	 Rock	 Capital	 and	 Bank	 of	
America	 /	 Montgomery	 Securi>es	 where	 he	 advised	
ins>tu>onal	 clients	 on	 trading	 and	 risk	 management	 issues	
including	 the	 dives>ture	 and	 hedging	 of	 concentrated	 equity	
posi>ons	and	the	crea>on	of	structured	product.		Kurt	studied	
Finance	and	Economics	at	Brigham	Young	University	where	he	
currently	serves	as	an	adjunct	professor	and	board	member	of	
The	Ballard	Center	for	Economic	Self	Reliance.		

MONICA	SONNIER,	CFA,CPA	
Monica	 is	 the	 Senior	 Fixed	 Income	 Strategist	 with	
TownSquare	Capital,	assis>ng	advisors	and	their	clients	
in	managing	 their	 porXolios.	 	 She	 specializes	 in	 fixed	
income	 analysis	 and	management.	 	Monica	moves	 to	
the	advisory	/wealth	management	arena	aqer	over	20	
years	in	ins>tu>onal	porXolio	management,	following	a	
passion	 developed	 through	 her	 service	 to	 the	
accoun>ng	 profession	 for	 helping	 others	 to	 manage	
finances	 and	 plan	 for	 re>rement.	 	 Monica	 was	 most	
recently	 the	head	of	porXolio	strategies	 for	a	regional	
broker/dealer,	 serving	 their	 Monica	 also	 spent	 eight	
years	as	the	porXolio	manager	and	funding	manager	at	
a	 large	regional	bank,	managing	a	porXolio	of	over	$2	
billion	 in	 Government,	 Agency,	 Municipal,	 Corporate,	
Mortgage-Backed	 and	Money	Market	 securi>es.	 	 She	
began	her	career	in	public	accoun>ng	with	a	CPA	firm,	
specializing	in	audits	of	financial	ins>tu>ons.		Monica	is	
currently	 on	 the	 AICPA’s	 Na>onal	 Financial	 Literacy	
Commission,	was	recently	on	the	Board	of	Directors	of	
the	AICPA	and	has	chaired	 the	 Investment	Commidee	
of	 the	 Ins>tute.	 	 She	 received	a	degree	 in	Accoun>ng	
from	Louisiana	State	University.	

CHRIS	HEDQUIST,	CFA,	CFP®	
As	 Senior	 PorXolio	 Strategist,	 Chris	works	 directly	with	
advisors	of	TownSquare	and	their	clients	 in	developing,	
implemen>ng	and	monitoring	investment	porXolios	and	
financial	 planning	 strategies.	 	 Chris	 sits	 on	 the	
TownSquare	 Capital	 investment	 commidee	 and	 is	
responsible	for	helping	to	develop	the	firm’s	investment	
policies	and	conduc>ng	due	diligence	on	the	investment	
offerings	 available	 through	 the	 firm.	 Chris	 has	 been	 a	
registered	 representa>ve	 and	 investment	 adviser	 since	
1992	 and	has	 been	 a	General	 Securi>es	 Principal	 since	
2003.	Chris	 also	holds	 the	 	Chartered	Financial	Analyst	
(CFA)	 and	 CFP®	 designa>ons.	 	 Aqer	 gradua>ng	 from	
Brigham	 Young	 University	 in	 Business	 Management	 &	
Finance,	 Chris	 began	 his	 career	 as	 a	 financial	 advisor	
working	for	Shearson	Lehman	Brothers	and	then	Merrill	
Lynch.	 	During	the	past	24	years,	Chris	has	also	worked	
for	an	insurance	broker-dealer	and	for	two	independent	
wealth	management	 firms	 where	 he	 primarily	 focused	
on	 advising	 clients	 on	 porXolio	 construc>on	 and	
investment	 selec>on,	 re>rement	 planning,	 and	 due	
diligence	of	hedge	funds	and	alterna>ve	investments.	



Summary	of	Findings	

ALLOCATION	

•  The	porXolio	is	allocated	roughly	78%	equiIes,	8%	fixed-income,	13%	cash	
and	1%	in	other	types	of	securiIes.	This	blend	of	investments	is	consistent	
with	an	investor	who	has	a	moderately	aggressive	risk	tolerance.		

•  Roughly	13%	of	the	equity	allocaIon	(11%	of	the	total	porBolio)	is	
invested	directly	in	companies	domiciled	overseas.	This	weigh>ng	is	lower	
than	our	firm’s	current	recommenda>on	for	interna>onal	equity	exposure.	

•  67%	of	the	equiIes	are	considered	Large-Cap,	26%	are	Mid-Cap,	and	7%	
are	Small-Cap.	The	porXolio	has	a	heavy	style	overweight	to	Growth	stocks	
rela>ve	to	Value	stocks.		

•  Nearly	47%	of	the	allocaIon	to	equiIes	is	invested	in	
Technology	companies.	We	generally	recommend	that	no	one	industry	
sector	represent	more	than	20%	of	a	client’s	porXolio.		

	

STRUCTURE	/	NUMBER	OF	HOLDINGS	

•  The	porBolio	consists	of	1	individual	stock,	34	ETF’s	(exchange	
traded	funds),	5	Open-End	Mutual	Funds,	11	Variable	Annuity	sub-
accounts	(similar	to	mutual	funds),	1	Structured	Note,	and	3	AlternaIve	
(Hedge-type)	Funds	and	cash.	The	client	does	not	directly	own	any	
individual	bonds	or	Separately	Managed	Accounts	(SMA).		

•  The	average	mutual	fund/ETF/annuity	sub-account	in	the	
client’s	porBolio	owns	1,242	securiIes.	Indirectly	the	client	
owns	62,085	securiIes	within	these	investment	vehicles.		
Owning	this	many	securi>es	is	akin	to	owning	a	global	index	fund.		
(Consider	there	are	only	about	4,000	total	stocks	traded	in	the	U.S.).		



OVERLAP	/	REDUNDANCIES	
•  There	is	significant	redundancy	of	stock	holdings	throughout	the	porXolio	which	adds	to	

increased	transac>on	costs	and	to	less	efficiency.		47	of	the	top	50	stocks	in	the	
porBolio	are	held	in	2	or	more	of	the	funds	in	the	account.		

•  A	number	of	stocks	are	held	in	10	or	more	fund	vehicles	within	the	porBolio.	
One	stock	is	a	holding	in	16	different	funds	owned	by	the	client.		

•  Fewer	holdings	and	less	overlap	has	the	potenIal	to	reduce	costs	while	generally	
contribuIng	to	beler	account	performance.	(We	can	provide	data	on	the	correla>on	
between	fewer	holdings	and	top	performance).		

	
EXPENSES	
•  The	weighted	average	annual	expense	raIo	of	the	funds	&	ETF’s	in	the	
porBolio	is	0.63%.		These	are	only	the	disclosed	cost	of	the	funds	–	not	those	expenses	
that	are	not	required	to	be	disclosed	(such	as	trading	commissions,	soq	dollars,	etc).	Keep	in	
mind	that	other	undisclosed	costs	exist	that	are	not	included	in	the	expense	ra>os	of	the	
funds.	These	include	trading	commissions,	soq	dollars	paid	by	the	fund	to	its	trading	
partners,	trading	desk	spreads,	front-end	loads	(sales	concessions),	and	cash	drag	for	
liquidity	within	the	funds.	These	typically	range	between	1%	and	2%	per	year.			

•  Per	the	prospectus,	the	two	AXA	Accumulator	Elite	Variable	Annui>es	have	an	annual	
internal	contract	charge	of	1.3%	of	the	value	of	the	assets.	In	addi>on,	various	“riders’	
offering	other	benefits	can	be	added	to	the	contract	for	addi>onal	charges.	Finally,	sub-
account	fees	on	the	contract	range	from	about	0.70%	to	1.1%	annually.	Overall	the	total	
annual	fees	on	the	contract	are	most	likely	2%	to	3%	of	the	contract	value.	

•  We	were	able	to	see	a	monthly	advisory	fee	of	$443	on	Fidelity	Joint	Account	xxx-xx1650.	
Based	on	the	$455,849	value	of	the	account,	this	fee	is	approximately		1.1%	of	the	
account	value	on	an	annual	basis.		

•  From	the	statements	we	examined,	we	were	unable	to	determine	if	there	are	other	sales	
charges,	advisory	fees	and	transac>on	fees	being	charged	to	the	accounts.		

	

Summary	of	Findings	(con>nued…)	



CREDIT	QUALITY,	RATE	RISK	and	CASH	FLOW	YIELD	

•  Approximately	89%	of	the	bonds	held	within	pooled	fund	vehicles	
in	the	accounts	are	rated	as	investment	grade	(BBB	and	higher)	
while	roughly	11%	are	not-rated	or	are	below-investment	grade.		

•  The	average	maturity	of	the	bonds	in	the	porBolio	is	8.73	years.	
The	duraIon	of	the	bonds	in	this	porBolio	averages	6.3	years.	
This	means	that	for	each	1%	move	in	interest	rates	the	market	
value	of	the	bond	por>on	of	this	porXolio	will	move	approximately	
6.3%	in	the	opposite	direc>on.	(i.e.	interest	rates	go	up	then	bond	
prices	go	down	and	vice	versa).		

•  The	total	porBolio	(including	equiIes)	has	a	current	annual	cash-
flow-yield	of	approximately	1.1%.			

Summary	of	Findings	(con>nued…)	



TURNOVER	

•  The	fund	investments	in	the	account	have	an	average	annual	asset	turnover	of	41%	-		a	large	number	of	transac>ons	
per	year	given	the	62,000+	securi>es	owned	in	aggregate	in	the	porXolio.		Holding	this	number	of	securi>es	with	this	level	of	turnover	
is	expensive	for	a	variety	of	reasons	including	transac>on	costs	and	the	genera>on	of	realized	short-term	capital	gains	in	taxable	
accounts.	It’s	important	to	note	that	these	costs	are	not	reflected	in	the	fund	‘expense	ra>o’	and	therefore	add	a	significant	cost	drag	
to	the	porXolio.		

	

TAXATION	

•  The	Variable	Annui>es	and	401k	are	tax-deferred	accounts,	therefore	a	analysis	of	the	tax-efficiency	of	the	accounts	is	not	relevant.	

•  The	Joint	Account	at	Morgan	Stanley	holding	the	Nokia	stock	has	an	unrealized	capital	gain	of	$1,187.	

•  Joint	Account	xxx-xx3587	has	an	unrealized	capital	gain	of	$40,170.	

•  Joint	Account	xxx-xx1650	has	an	unrealized	capital	gain	of	$21,538.	

•  We	did	not	receive	unrealized	capital	gain/loss	informa>on	on	Joint	Account	xxx-xx5700.	

•  Wise	tax	management	of	taxable	accounts	can	add	significant	value	to	the	net	aner-tax	return	of	those	accounts.	This	includes	
carefully	and	strategically	realizing	gains,	avoiding	short-term	capital	gains	treatment	as	much	as	possible,	and	strategically	harves>ng	
losses	to	offset	gains.	

	

PERFORMANCE	

•  The	only	account	showing	actual	personalized	performance	reporIng	was	the	Corning	401k	account.	The	statement	indicated	as	of	
10/11/17	that	the	client’s	account	had	achieved	a	1	year	return	of	17.02%,	a	3	year	average	annual	return	of	10.23%,	and	an	
annualized	return	from	1/1/14	of	8.84%.		

•  A	stress	test	shows	the	current	porBolio	would	have	dropped	approximately	44%	(-$923k)	during	the	Financial	
Crisis	period	of	Oct.	15,	2007	to	March	2,	2009.	

•  On	the	next	few	pages	we	have	provided	some	historical	performance	and	peer-data	for	the	assets	currently	in	the	porXolio.	(NOTE:	
even	though	we	are	showing	3	and	5	year	performance	data,	it’s	impossible	to	know	what	the	porXolio	looked	like	at	those	>mes.		This	
is	simply	a	snapshot	of	the	current	holdings	looking	backward.)	

Summary	of	Findings	(con>nued…)	



Source:	Morningstar	12.05.17	

Summary	of	Findings	(con>nued…)	

Name Ticker
Expense	
Ratio Turnover Holdings Category 1	Year	 3	Year 5	year Security	Type Value

Consumer	Staples	Select	Sector	SPDR®	ETF XLP 0.14% 4% 35 US	Fund	Consumer	Defensive 13.85 7.11 12.17 Exchange-Traded	Fund 5,420.02$						
Energy	Select	Sector	SPDR®	ETF XLE 0.14% 6% 33 US	Fund	Equity	Energy -4.22 -1.85 1.96 Exchange-Traded	Fund 2,793.98$						
ETFMG	Prime	Cyber	Security	ETF HACK 0.60% 34% 43 US	Fund	Technology 16.53 7.18 - Exchange-Traded	Fund 2,257.50$						
Financial	Select	Sector	SPDR®	ETF XLF 0.14% 6% 68 US	Fund	Financial 24.34 13.69 18.67 Exchange-Traded	Fund 6,047.02$						
Health	Care	Select	Sector	SPDR®	ETF XLV 0.14% 8% 63 US	Fund	Health 23.40 7.86 17.54 Exchange-Traded	Fund 8,976.40$						
Industrial	Select	Sector	SPDR®	ETF XLI 0.14% 12% 69 US	Fund	Industrials 21.77 11.68 17.32 Exchange-Traded	Fund 6,090.87$						
iShares	20+	Year	Treasury	Bond	ETF TLT 0.15% 24% 34 US	Fund	Long	Government 6.38 3.26 2.73 Exchange-Traded	Fund 2,653.02$						
iShares	Core	MSCI	EAFE	ETF IEFA 0.08% 2% 2,537 US	Fund	Foreign	Large	Blend 28.40 7.05 9.03 Exchange-Traded	Fund 25,814.00$				
iShares	Core	MSCI	Emerging	Markets	ETF IEMG 0.14% 4% 1,962 US	Fund	Diversified	Emerging	Mkts 32.16 6.12 4.72 Exchange-Traded	Fund 10,772.99$				
iShares	Core	S&P	500	ETF IVV 0.04% 5% 509 US	Fund	Large	Blend 22.83 10.86 15.69 Exchange-Traded	Fund 52,336.52$				
iShares	Core	S&P	Mid-Cap	ETF IJH 0.07% 14% 404 US	Fund	Mid-Cap	Blend 18.46 11.30 15.37 Exchange-Traded	Fund 20,782.99$				
iShares	Core	S&P	Small-Cap	ETF IJR 0.07% 13% 606 US	Fund	Small	Blend 17.58 13.21 16.83 Exchange-Traded	Fund 7,191.39$						
iShares	Core	S&P	US	Growth	ETF IUSG 0.05% 43% 577 US	Fund	Large	Growth 27.84 12.24 16.50 Exchange-Traded	Fund 21,625.12$				
iShares	Core	US	Aggregate	Bond	ETF AGG 0.05% 242% 6,459 US	Fund	Intermediate-Term	Bond 3.21 2.08 1.93 Exchange-Traded	Fund 70,726.75$				
iShares	Currency	Hedged	MSCI	EAFE	ETF HEFA 0.35% 10% 23 US	Fund	Foreign	Large	Blend 20.24 7.98 - Exchange-Traded	Fund 7,026.60$						
iShares	Edge	MSCI	USA	Momentum	Fctr	ETF MTUM 0.15% 114% 129 US	Fund	Large	Growth 38.89 15.90 - Exchange-Traded	Fund 6,926.75$						
iShares	iBoxx	$	High	Yield	Corp	Bd	ETF HYG 0.49% 13% 1,033 US	Fund	High	Yield	Bond 7.82 4.09 4.59 Exchange-Traded	Fund 10,288.17$				
iShares	iBoxx	$	Invmt	Grade	Corp	Bd	ETF LQD 0.15% 11% 1,868 US	Fund	Corporate	Bond 6.58 3.53 3.29 Exchange-Traded	Fund 27,346.09$				
iShares	JP	Morgan	USD	Em	Mkts	Bd	ETF EMB 0.39% 32% 383 US	Fund	Emerging	Markets	Bond 10.58 5.40 3.60 Exchange-Traded	Fund 23,950.15$				
iShares	MBS	ETF MBB 0.09% 748% 511 US	Fund	Intermediate-Term	Bond 2.01 1.59 1.76 Exchange-Traded	Fund 16,588.82$				
iShares	S&P	500	Value	ETF IVE 0.18% 21% 353 US	Fund	Large	Value 16.17 8.90 14.15 Exchange-Traded	Fund 20,633.57$				
iShares	TIPS	Bond	ETF TIP 0.20% 24% 37 US	Fund	Inflation-Protected	Bond 1.86 1.23 -0.29 Exchange-Traded	Fund 19,784.72$				
iShares	US	Aerospace	&	Defense	ETF ITA 0.44% 14% 40 US	Fund	Industrials 31.30 18.93 24.16 Exchange-Traded	Fund 3,052.49$						
Materials	Select	Sector	SPDR®	ETF XLB 0.14% 16% 26 US	Fund	Natural	Resources 21.68 8.82 12.53 Exchange-Traded	Fund 3,040.56$						
PowerShares	S&P	500	High	Beta	ETF SPHB 0.25% 55% 101 US	Fund	Large	Blend 15.87 7.88 16.25 Exchange-Traded	Fund 2,987.13$						
SPDR®	Blmbg	Barclays	Convert	Secs	ETF CWB 0.40% 32% 161 US	Fund	Convertibles 18.14 7.77 11.13 Exchange-Traded	Fund 10,692.11$				
SPDR®	EURO	STOXX	50	ETF FEZ 0.29% 7% 53 US	Fund	Europe	Stock 34.85 4.56 8.05 Exchange-Traded	Fund 6,272.22$						
SPDR®	S&P	Biotech	ETF XBI 0.35% 59% 103 US	Fund	Health 33.31 12.11 23.66 Exchange-Traded	Fund 3,209.06$						
VanEck	Vectors	Semiconductor	ETF SMH 0.36% 53% 25 US	Fund	Technology 42.36 23.42 27.58 Exchange-Traded	Fund 2,333.00$						
Vanguard	Consumer	Discretionary	ETF VCR 0.10% 6% 373 US	Fund	Consumer	Cyclical 20.35 11.09 16.65 Exchange-Traded	Fund 5,768.14$						
Vanguard	Information	Technology	ETF VGT 0.10% 6% 362 US	Fund	Technology 38.94 17.37 20.49 Exchange-Traded	Fund 9,314.85$						
Vanguard	REIT	ETF VNQ 0.12% 7% 156 US	Fund	Real	Estate 10.11 5.99 10.09 Exchange-Traded	Fund 6,694.47$						
Vanguard	Short-Term	Bond	ETF BSV 0.07% 51% 2,497 US	Fund	Short-Term	Bond 1.24 1.06 1.00 Exchange-Traded	Fund 18,108.04$				
Vanguard	Utilities	ETF VPU 0.10% 4% 76 US	Fund	Utilities 25.24 11.42 14.33 Exchange-Traded	Fund 5,672.70$						
Fidelity®	Contrafund® FCNTX 0.68% 41% 316 US	Fund	Large	Growth 32.52 13.00 16.39 Open-End	Fund 51,097.00$				
Vanguard	Balanced	Index	Inv VBINX 0.19% 44% 12,849 US	Fund	Allocation--50%	to	70%	Equity 14.24 7.17 9.92 Open-End	Fund 115,601.32$		
Vanguard	Mid	Cap	Index	Institutional VMCIX 0.05% 15% 353 US	Fund	Mid-Cap	Blend 18.95 9.15 15.37 Open-End	Fund 55,598.11$				
Vanguard	Small	Cap	Index	I VSCIX 0.05% 14% 1,421 US	Fund	Small	Blend 17.97 10.16 15.07 Open-End	Fund 13,847.00$				
Vanguard	Total	Bond	Market	Index	Inv VBMFX 0.15% 0% 17,412 US	Fund	Intermediate-Term	Bond 3.26 1.96 1.78 Open-End	Fund 11,217.24$				



Building	A	Beder	PorXolio	



Invest	like	an	ins>tu>on…	

Rather	than	own	60,000+	total	stock	and	bond	posiIons,	across	dozens	of	
funds	and	ETF’s,	it’s	more	opImal	to	blend	money	managers	with	highly	
focused	areas	of	experIse	and	proven	track	records	of	success.			

	

WE	BLEND	5	SMA	MONEY	MANAGERS:	

•  25%	Polen	US	Large	Cap	Growth	

•  25%	Columbia	US	Large	Cap	Value	

•  15%	Congress	US	Mid-Cap		

•  20%	Dorsey	InternaIonal	

•  15%	Enhanced	Income	PorBolio	

CURRENT	PORTFOLIO: 	PROPOSED	PORTFOLIO:	



Fundamentally	more	efficient…	



Consistent	outperformance…	





New	SMA	addi>ons	in	2018…	

KAYNE	ANDERSON	SMALL	CAP	
GROWTH	

•  20	yr	track	record	(GIPS)	
•  AUM:	$3.8b	(firm:	$20.4B)	
•  5	yr	annualized:	22.2%	(vs	15.2%)	
•  10	yr	annualized:	14.5%	(vs	6.7%)	
•  29	holdings	
•  25-30%	turnover	
•  St.	Dev	=	12.7	/	Beta	=	0.92	
•  10yr	Up/Down	%:	118/90	
•  2008:	down	33.6%	
•  Yield:	1.1%	

EARNEST	PARTNERS	SMALL	CAP	
CORE	

•  17	yr	track	record	(GIPS)	
•  AUM:	$1.3B	(firm:	$21.9B)	
•  5	yr	annualized:	18.8%	(vs	14.1%)	
•  10	yr	annualized:	11.6%	(vs	8.7%)	
•  48	holdings	
•  20-25%	turnover		
•  St.	Dev	=	12.8	/	Beta	=	1.1	
•  10yr	Up/Down	%:	124/119	
•  2008:	down	34.4%	
•  Yield:	1.0%	



New	TACTICAL	SMA	addi>ons	in	2018…	

BLUESTONE	ELITE	TACTICAL	

•  Equi>es	(to	bonds/cash)	
•  Holds	stocks	and	ETF’s	
•  2008:	down	13%	
•  2.0%	yield	
•  5	yr	annualized:	10.2%	
•  10	yr	annualized:	13.7%	
•  St.	Dev	=	10.3	
•  Beta	=	1.5	
•  22	holdings	

ST	JAMES	HIGH	DIVIDEND	

•  Equi>es	(to	bonds/cash)	
•  2.8%	yield	
•  5	yr	annualized:	7.2%	
•  10	yr	annualized:	6.6%	
•  2008:	down	7.8%	
•  34	holdings	(indiv.	

stocks)	
•  15%	turnover	
•  St.	Dev	=	6.0	/	Beta	=	0.5	
•  10yr	Up/Down	%:	45/31	

DORSEY	GLOBAL	TACTICAL	

•  All	sectors	/	ETF’s	
•  1.7%	yield	
•  5	yr	annualized:	9.6%	
•  11	holdings	
•  143%	turnover	
•  St.	Dev	=	9.1		
•  Beta	=	0.8	
•  5yr	Up/Down	%:	79/87	





I.	Breaking	Down	the	Bond	Ladder	

A.		Bond	Basics	–	The	Fixed	Income	Part	of	the	PorBolio	

How	to	Own	Bonds	
•  PorXolio	of	individual	bonds-		

best	for	investors	that	can	invest	
in	enough	bonds	to	properly	
diversify	and	s>ll	own	liquid	sizes	

•  Mutual	Fund	–	Comingled	fund,	
best	for	small	alloca>ons	to	
obtain	diversifica>on,	can	be	
ac>vely	or	passively	managed	

•  ETF-	Comingled	fund,	best	for	
small	alloca>ons	and	shorter-
term	commitments	to	obtain	
diversifica>on,	typically	or	
passively	managed	to	match	an	
index	

What	are	Bonds	
•  Security	that	represents	debt	of	a	

company	or	government	en>ty	
(as	opposed	to	stocks	which	
represent	ownership	in	the	
company)	

•  Evidences	a	commitment	by	the	
issuer	to	pay	a	set	amount	of	
interest	for	a	set	amount	of	>me	
(maturity)	and	principal	at	
maturity	

•  Government	bonds	carry	the	
guarantee	of	the	government	
en>ty	

•  Corporate	bond	owners	have	a	
higher	claim	on	assets	of	the	
company	than	stockholders	



I.	Breaking	Down	the	Bond	Ladder	

A.		Bond	Basics	–	Bond	Math	

How	Interest	is	Paid	
•  Most	bonds	(Treasury,	Corporate	and	Municipal)	pay	half	the	
annual	interest	amount	semi-annually		
v  Coupon	payment	is		-		Par	Amount		X		Coupon	Rate	/	2	
v  Payment	date	usually	coincides	with	maturity	(example	-	a	bond	

that	matures	in	January	pays	coupons	in	January	and	July)	
•  The	coupon	payment	is	a	set	amount	for	the	life	of	the	bond	
(except	for	floa>ng	rate	bonds)	
v  As	interest	rates	change,	the	market	price	of	the	bond	adjusts	to	

compensate.		When	rates	rise,	the	price	goes	down.		When	rates	
fall	the	price	goes	up.	

•  The	owner	of	the	bond	on	the	coupon	date	gets	the	full	amount	
of	the	coupon	
v  A	seller	of	a	bond	is	paid	the	accrued	interest	from	the	last	coupon	

date	to	the	sale	date	in	the	amount	paid	for		the	bond	
v  A	buy	of	a	bond	pays	the	previous	owner	the	amount	of	accrued	

interest	from		the	last	coupon	payment.	



I.	Breaking	Down	the	Bond	Ladder	

B.		Bond	Basics	–	Bond	Math	

Paying	for	a	Bond	

Purchase	Date: 5/17/2018

Par	Amount 50,000.00$						 Amount	to	be	received	at	Maturity

Price 103.297
Price	Determined	by	the	yield	the	
market	demands

X
Market	Value 51,648.50$						 Par	times	price	divided	by	100

Accrued	Interest 950.00$												
Interest	for	152	days	(days	since	last	
coupon	on	12/15/17)

Total	Amount	Paid 52,598.50$						 Market	Value	plus	Accrued	Interest

Effective	Yield 3.62%

Net	present	value	of	all	the	coupon	
payments	plus	par	amount	at	the	
current

152

Example:		Tyson	Foods	Bond	due	6/15/2022,	4.50%	



I.	Breaking	Down	the	Bond	Ladder	

B.		Bond	Basics	–	Bond	Math	

Why	Do	My	Bonds	Appear	to	go	Down	in	Value	the	
Day	Aner	Purchase?	
•  Accrued	Interest	

•  The	accrued	interest	paid	to	the	seller	upon	purchase	will	be	recouped	
on	the	next	coupon	date	

•  The	amount	of	accrued	interest	due	to	the	owner	increases	by	one	
days	interest	every	day	up	to	the	coupon	date	

•  The	accrued	interest	amount	is	not	included	in	the	market	value	
quoted	on	the	statement	

•  Bid/Ask	Spreads	
•  Bond	dealers	sell	bonds	“as	principal”,	meaning	from	their	own	

account,	making	a	profit	on	marking	the	bond	up	from	the	price	at	
which	it	is	purchased	(no	commission	is	charged)	

•  A	buyer	buys	at	an	“ask”	price	which	is	generally	higher	than	the	price	a	
seller	will	get,	or	the	“bid”	price	

•  The	custodial	statement	will	show	bonds	priced	at	the	bid,	or	lower,	
price	



I.	Breaking	Down	the	Bond	Ladder	

C.		Managing	the	“Bond	Ladder”	

•  Spreading	maturi>es	of	
bonds	evens	cash	flow	
stream	out	and	lowers	
interest	rate	risk	

•  Shorter	maturi>es	provide	
added	liquidity	as	they	
would	generally	be	able	to	
be	sold	closest	to	par	

•  Reinves>ng	maturi>es	as	
they	come	due	from	the	
short	end	of	the	ladder	
out	to	the	longer	end	of	
the	ladder	constantly	
replenishes	the	porXolio	
with	current	yields	and	
will	generally	increase	the	
yield	in	the	porXolio	over	
>me	



I.	Breaking	Down	the	Bond	Ladder	

C.		Ongoing	ReporIng	
•  Bond	Ladder	Report	shows	breakdown	of	bond	porXolio,	yields	and	dura>on	



I.	Breaking	Down	the	Bond	Ladder	

C.		Ongoing	ReporIng	
•  Bond	Ladder	Report	shows	future	coupon	payments	and	maturi>es	



		C.		MarkeIng	
•  Bond	Market	Monitor	published	quarterly	

I.	Breaking	Down	the	Bond	Ladder	



		A.		Assessing	the	Client	Needs	

II.	Fact	Finding	for	the	Bond	PorXolio	

Factors	that	Shape	the	Proper	PorBolio	ConstrucIon	
•  What	Percent	of	the	client’s	overall	fixed	income	alloca>on	is	
this?	

•  Does		the	client	have	other	cash/	money	market	or	liquidity	
porXolios	to	provide	for	unexpected	cash	flow	needs?	

•  What	is	the	Income	need	or	Expecta>on?	
•  Does	the	client	need	to	use	the	income	or	withdraw	for	RMDs?	
•  Does	the	client	an>cipate	needing	to	u>lize	principal	cash	
flows	or	liquidate	bonds	for	cash	needs?	In	what	>me	horizon?	

•  What	is		the	client’s	tolerance	for	risk-	
•  Credit	risk?	
•  Interest	rate	risk/	market	price	vola>lity?	
!	Note	–	Enhanced	Income	por2olios	are	not	right	for	every	
client	even	though	they	usually	have	the	highest	yield	level	



		A.		CommunicaIng	the	PorBolio	Needs	

II.	Fact	Finding	for	the	Bond	PorXolio	

Bond	Portfolio	Construction	Checklist:
1 Amount	to	Invest

2 Are	the	amounts	spread	across	multiple	registrations/accounts?		(List	registrations	and	approx.	
dollar	amount	in	each)

3 Restrictions	on	types	of	bonds	in	each	registration	(no	alcohol/	tobacco,	etc.)

4 Automatically	reinvest	coupon	payments	and	bonds	matured	or	called?

5 Min/Max	Credit	Rating	of	bonds

6 Min/Max	Maturity	bonds

7 Min/Max	Cash	Position	in	each	account

8 Advisory	Fee	to	be	charged

9 Monthly	withdrawal	flow	needs	net	of	fees	(include	start	date)

10 Any	other	cash	flow	needs	in	future	years	(RMDs,	etc.),	include	amount	and	timing

11 Client	marginal	tax	bracket

12 Is	client	subject	to	AMT?

13 State	of	residence

14
Any	existing	holdings?		Does	PM	have	discretion	to	liquidate	any	current/legacy	holdings?	Any	
gain/loss	constraints?

15 Other	Special	Instructions



		Separately	Managed	Bond	PorBolios	
•  Offers	superior	transparency,	tax	efficiency	and	cost	advantages	over	comingled	

forms	of	ownership	such	as	mutual	funds	and	ETFs	as	well	as	the	ability	to	customize	
for	risk	preferences	and	cash	flow	needs	

Laddered	Maturity	Approach	
•  Time-tested	approach	to	managing	interest	rate	risk	and	liquidity	

Credit	Analysis	to	Manage	Risk	
•  Credit	analysis	performed	by	experienced	bond	professionals	to	idenIfy	alracIve	

opportuniIes	and	maximize	return	for	a	given	amount	of	risk	

Customized	Maturity	Schedules	
•  PorBolio	construcIon	to	meet	each	clients	unique	needs	for	income	and	cash	flow	as	

well	as	tolerance	for	market	value	volaIlity	

•  Engineered	to	meet	unique	Asset/Liability	needs	of	insItuIonal	clients	

Ongoing	PorBolio	Monitoring	and	Measurement	
•  Surveillance	of	credit	risk	and	reinvestment	of	cash	flows	when	needed	

	

III.	U>lizing	Bond	PorXolios	



		Using	Separately	Managed	Bond	PorBolios	

•  Providing	predictable	and	dependable	income	source	
that	can	be	used	for	providing	for	reIrement	income,	
RMDs,	replacement	of	annuity	income	streams,	
funding	of	future	cash	needs	(educaIon	funding,	home	
purchase,	etc.)	

•  Replacing	money	market/	cash	equivalent	assets	with	
short-term	bonds	at	higher	yields	

•  Providing	tax	efficient	exposure	to	fixed	income	sector	
in	asset	allocaIon	porBolio	

•  Lowering	volaIlity	and	standard	deviaIon	in	a	
porBolio	

	

III.	U>lizing	Bond	PorXolios	



		Strategy	Code	1003-	Cash	Management	Bond	PorBolio	

•  New	product	offering	designed	to	replace	cash/	money	
market	assets	in	client	porBolios	with	short-term	bond	
porBolios	designed	to	provide	a	higher	level	of	income	
for	those	that	do	not	have	an	immediate	cash	need	

•  Generally	would	be	bonds	in	12-24	month	cash	flow	ladder	
(similar	to	a	money	market	fund),	but	can	be	customized	to	
shorter/	bullet	dates	for	specific	needs	

•  Would	generally	be	corporate	bonds,	but	may	also	uIlize	
government,	municipal	or	CD	issues	where	alracIve	yields	
are	available	

	

IV.	Cash	Management	Bond	PorXolios	



		Sample	Cash	Management	Bond	PorBolio	

	

IV.	Cash	Management	Bond	PorXolios	

Sample Cash Mgmt Portfolio Blend

As of: 05/15/2018

CUSIP  Qty Issue Ratings  Coupon Maturity  Yield  Price  Mkt Value 
02005NAT7 50,000.00$           ALLY FINL INC Ba3/BB+/ 3.500    1/27/2019 2.55      100.55   50,275.50$            

724479AH3 50,000.00$           PITNEY BOWES INC Ba1/BB+/ 6.250    3/15/2019 2.79      102.71   51,354.50$            

747262AQ6 50,000.00$           QVC INC Ba2/BBB-/ 3.125    4/1/2019 2.45      100.45   50,225.00$            

48666KAU3 50,000.00$           KB HOME B1/BB-/ 4.750    5/15/2019 3.12      101.44   50,722.00$            

03076CAD8 50,000.00$           AMERIPRISE FINL INC A3/A/ 7.300    6/28/2019 2.47      105.14   52,567.50$            

88167AAB7 50,000.00$           TEVA PHARMACEUTICAL FIN NETHBa2/BB/ 1.700    7/19/2019 3.19      98.12     49,060.00$            

87165BAB9 50,000.00$           SYNCHRONY FINL ---/BBB-/ 3.000    8/15/2019 2.72      100.16   50,081.00$            

92553PAD4 50,000.00$           VIACOM INC NEW Baa3/BBB-/ 5.625    9/15/2019 2.66      103.66   51,830.50$            

883203BQ3 50,000.00$           TEXTRON INC Baa2/BBB/ 7.250    10/1/2019 2.59      106.07   53,035.00$            

06738EAD7 50,000.00$           BARCLAYS PLC Baa3/BBB/ 2.750    11/8/2019 2.70      99.86     49,929.50$            

811065AB7 50,000.00$           SCRIPPS NETWORKS INTERACT INCBaa3/-/ 2.750    11/15/2019 2.90      99.56     49,782.00$            

59151KAH1 50,000.00$           METHANEX CORP Baa3/BB+/ 3.250    12/15/2019 3.00      100.15   50,073.50$            

843646AS9 50,000.00$           SOUTHERN PWR CO Baa1/BBB+/ 1.950    12/15/2019 2.76      98.52     49,260.00$            

345397YE7 50,000.00$           FORD MOTOR CREDIT CO LLC Baa2/BBB/ 2.681    1/9/2020 2.84      99.51     49,755.00$            

101137AK3 50,000.00$           BOSTON SCIENTIFIC CORP Baa2/BBB-/ 6.000    1/15/2020 2.76      105.00   52,498.00$            

88732JAW8 50,000.00$           TIME WARNER CABLE INC Ba1/BBB-/ 5.000    2/1/2020 3.09      102.91   51,453.50$            

00912XAJ3 50,000.00$           AIR LEASE CORP ---/BBB/ 4.750    3/1/2020 2.98      102.80   51,400.00$            

00101JAM8 50,000.00$           THE ADT CORPORATION Ba3/BB-/ 5.250    3/15/2020 3.67      102.51   51,253.00$            

42217KAS5 50,000.00$           HEALTH CARE REIT INC Baa1/BBB+/ 6.125    4/15/2020 2.90      105.70   52,849.00$            

00751YAA4 32,000.00$           ADVANCE AUTO PARTS INC Baa2/BBB-/ 5.750    5/1/2020 2.97      104.98   33,593.92$            

 $       982,000.00 Total Corporate Bonds             1.41       2.85  $     1,000,998.42 

Total  $       982,000.00 Total Portfolio             1.41       2.85  $     1,000,998.42 

 $          28,548.56 Estimated Annual Income - Fully Taxable Equivalent





The Statements 

Information needed from statements (or client) for an Audit on a stock 
portfolio: 

•  What to look for: 
•  Fees – Is the client paying a reasonable fee? 
•  Transaction History/Turnover – How frequently is the account being 

traded? 
•  Performance –  What has the performance been over the last 3, 5, and 

10 years? How does performance compare to the Benchmark or a 
portfolio of comparable risk? 

•  Manager – Are the equity positions being managed by the client, current 
advisor, or a third party (Separate Account) manager? 

 

•  If possible, most recent statement and a prior quarter or year end statement. 

	



Performance 

10 Year Hypothetical 



Performance 

Polen vs Polen’s Current Holdings 



Client Overview 

Client 

•  Couple	in	late	50’s	
•  Re>ring	in	3	years	
•  Aggressive	Risk	Tolerance	

•  $2.5M	porXolio	managed	by	Morgan	Stanley		
•  $2M	in	Individual	Stocks	
•  $500K	in	ETFs	

•  Taxable	Account	
•  43	Individual	Stocks	/	12	ETFs	

Current Portfolio 



The Audit 

1 - Overall Asset Allocation 

•  Review the asset allocation of the portfolio based on the risk 
tolerance and time horizon for each account. 

 

•  The portfolio is allocated 100% net to equities.  
•  There is leverage used in a few of the ETF’s in the portfolio that 

makes the leveraged equity exposure approximately 112% of the 
investor’s capital. 

•  Less than 4% of the portfolio is invested internationally  



The Audit 

2 - Sector & Geographic Allocation 

•  Over 70% of the portfolio is 
invested in the Consumer Cyclical 
and Technology sectors (more 
than 2x the market weighting). 
•  Our recommendation is that 

no one sector make up more 
than 20% of a portfolio.  

•  10% exposure to Healthcare. 
•  Little to zero exposure to any 

other sectors in the market.  

•  Nearly all of the international 
exposure in the portfolio is in one 
Region (China) and in one stock 
(Alibaba). 

 



The Audit 

3- Cap Size and Style 

•  The equity portion of the portfolio is 92% Large Cap stocks, 4% Mid Cap 
stocks, and 4% Small Cap stocks.  

•  There is a heavy over-weighting of “Growth” stocks relative to “Value” stocks. 
The portfolio is 77% Growth stocks, 16% Core, and only 6% Value.  



The Audit 

4 – Valuations & Portfolio Statistics 

•  The top 4 largest individual equity holdings 
make up over 1/3 (36.5%) of the portfolio. 

•  We typically recommend that no one stock 
represent more than 5% of a clients 
portfolio  

5 – Concentration Risk 

•  The P/E Ratio for the portfolio is 32.4 as 
opposed to the S&P 500 P/E of 20.84. The 
portfolio is trading at significantly higher 
multiples (more expensive) than the rest of 
the market.  

•  Historical average P/E for the S&P 500 is 
17.0 



Recommendations 

•  Review the asset allocation of the portfolio based on the risk tolerance and 
time horizon for the account. 

•  Offset gains and create a more tax efficient portfolio through targeted tax-
loss harvesting. 

•  Consider increasing the allocation to international equities. We are currently 
recommending that long-term, growth-oriented investors allocate 20-25% of 
their equity exposure to international equities based on current valuations 
and economic conditions. 

•  We generally recommend that no one industry sector represent more than 
20% of the equity portion of a portfolio. Consider reducing the exposure to 
over-weighted sectors such as Technology and increasing exposure to 
under-weighted sectors. 

•  Consider a more balanced weighting between “growth” and “value” stocks 
and an increased weighting to Mid and Small Cap stocks for greater 
potential long term growth and diversification.  

•  Consider decreasing the allocation to stocks that represent over 5% of the 
overall portfolio. 

•  Consider an in-depth review of each stock based on current valuations and 
long-term outlook.  



The Proposal 

Action Plan 

•  Sell ETFs 
•  In depth analysis on current stock portfolio, sell ½ of the equity positions 

based on unrealized gains, growth factors, and valuations. 

•  $500K additional deposit from client  

  

Name Ticker
Current	
P/E

12	Month	
Trailing	P/E

Forward	
P/E

5	Year	
EPS	

Growth

1	Yr	Rev	
Growth

3	Yr	Rev	
Growth

Current	
PEG

ROE	%	TTM
ROA	%	
TTM

FCF/Share	
TTM

Debt/Equity Net	Margin
5	Yr	Div	
Yield	%

Price
Fair	Value	
Estimate

Adobe	Systems	Inc ADBE 63.30 59.09 36.76 22.10 24.72 20.75 1.47 23.16 13.41 - 0.22 23.06 - 237.39 235.00
Aetna	Inc AET 16.97 31.52 16.08 12.68 -4.15 1.43 1.27 11.38 3.06 5.81 0.52 2.93 0.98 177.47 181.00
Alibaba	Group	Holding	Ltd BABA 49.08 43.93 30.21 30.05 56.48 44.46 1.01 21.86 11.16 -2.61 0.28 30.87 - 198.11 210.00
Alphabet	Inc GOOGL 45.94 43.16 24.63 27.71 22.80 18.87 0.89 10.88 8.76 6.32 0.03 20.09 - 1,084.09 1,200.00
Altria	Group	Inc MO 9.82 10.04 13.79 -3.41 0.81 2.80 - 77.49 23.79 30.11 0.85 79.47 3.92 54.87 64.00
Amazon.com	Inc AMZN 199.91 197.25 126.58 36.43 30.80 25.97 2.80 14.82 3.80 2.54 1.37 1.19 - 1,587.28 1,900.00
Apple	Inc AAPL 18.13 16.97 16.45 11.08 6.30 7.84 1.26 37.07 13.69 10.82 0.73 21.09 1.82 188.18 175.00
Arista	Networks	Inc ANET 41.04 49.45 35.46 17.87 45.79 41.25 1.97 30.50 20.16 10.04 0.02 25.04 - 249.13 207.00
Blackstone	Group	LP BX 15.19 14.00 11.16 7.25 38.89 -1.66 - 14.59 4.84 -0.16 1.44 22.88 6.55 31.29 -
Boeing	Co BA 22.67 22.18 23.42 14.43 -1.25 0.96 1.62 1,380.11 8.94 -7.87 27.55 7.33 2.18 340.97 309.00
Broadcom	Inc AVGO 13.28 12.67 12.41 14.75 33.20 60.46 0.83 34.20 14.75 20.80 0.86 9.59 1.46 240.51 283.00
Century	Aluminum	Co CENX 25.11 34.39 14.99 - 20.47 -6.29 - 5.64 2.86 -1.76 0.30 -10.41 - 16.94 -
Costco	Wholesale	Corp COST 29.61 29.38 25.84 9.37 8.68 4.63 2.76 24.47 7.96 -5.63 0.61 2.09 1.02 198.71 173.00
Facebook	Inc FB 30.33 28.48 24.04 19.92 47.09 48.29 1.08 25.53 22.64 -0.28 - 41.69 - 183.20 198.00
Fair	Isaac	Corp FICO 45.71 43.95 - - 5.77 5.72 - 31.30 9.84 6.34 1.09 13.76 0.08 180.09 -
Kimberly-Clark	Corp KMB 20.61 20.34 15.02 5.95 0.31 -2.54 2.52 798.23 12.03 1.08 10.29 11.89 3.04 104.89 118.00
Lam	Research	Corp LRCX 20.11 17.98 11.92 9.32 36.15 20.26 1.28 27.84 14.77 6.42 0.29 22.85 - 206.91 185.00
Micron	Technology	Inc MU 6.79 5.53 5.95 -9.06 63.90 7.50 - 50.03 27.17 13.28 0.53 32.77 - 56.50 34.00
Microsoft	Corp MSFT 65.64 63.19 24.04 11.45 5.43 1.18 1.95 15.42 4.88 5.86 1.05 23.89 2.33 97.15 117.00
Moody's	Corporation MCO 32.56 31.50 22.17 - 16.64 8.03 - - 14.37 4.30 - 13.73 1.26 172.24 -
Netflix	Inc NFLX 220.26 209.70 113.64 35.59 32.41 28.55 3.19 19.18 3.89 3.38 1.81 4.04 - 328.19 90.00
NVIDIA	Corp NVDA 51.04 46.66 33.44 11.28 37.92 18.72 2.97 46.05 28.91 -4.10 0.27 28.77 1.12 246.01 120.00
PayPal	Holdings	Inc PYPL 49.57 47.52 33.44 20.20 20.77 17.73 1.65 13.13 5.07 4.60 - 12.69 - 77.82 59.00



The Proposal 

•  $1M Custom Bond Ladder  
•  50/50 Blend of EIP (Enhanced Income Portfolio) and California High 

Grade Muni Bonds (3P)  

•  4-8 Year ladder on the Corporate Bonds at 6.71%  
•  3-12 Year ladder on the Municipal Bonds at 2.78%  

•  $47K Estimated After Tax Annual Income  
	

Fixed Income 



The Proposal 

Equities 

•  Retain $1M in Large Cap stocks from current portfolio.   
•  $1M Equity Proposal 
•  40% International – (Dorsey Wright Sys Relative Strength International) 

•  35% Mid Cap – (20% Congress Mid Cap Growth, 15% LMCG Mid Cap 
Value) 

•  25% Small Cap – (Kayne Anderson Small Cap Sustainable Growth)  



The Proposal 

Equity Proposal Highlights 

•  Portfolio is 180 stocks total 

•  Roughly the same amount of risk/volatility as the respective index/benchmark 
for each strategy. Blended Benchmark 10 yr St. Dev 17.75 vs 17.68 for 
proposed. 10 yr Beta is 0.96.  

•  Outperformed the blended benchmark by 4.77% per year (124% 
cumulatively) over the last 10 year period. This is net of TownSquare 
management fee (60 bps). 

  



Passively	Managed	Mutual	Fund	PorBolio	(<$250k)	

Audit	Example	
	



Accounts	

The	following	is	a	list	of	accounts	and	values	that	were	analyzed	and	are	included	in	this	audit.	The	values	are	based	on	the	most	
recent	statements	provided	to	TownSquare	Capital:	



Client Overview 

Client 

•  Couple	in	their	mid	40’s	
•  Moderately	Aggressive	Risk	Tolerance	
•  32%	Federal	Marginal	Tax	Bracket	
•  Long-term	>me	horizon	

•  $190k	porXolio	managed	in	Vanguard	Funds	and	DFA	Funds	
•  Client	owns	11	mutual	funds,	3	ETF’s,	a	non-traded	REIT	and	cash	
•  Vanguard	is	a	self-managed	account	(no	advisory	fees)	
•  DFA	is	an	advisory	fee	account	(0.75%	fee)		

•  Both	accounts	are	taxable	(non-qualified)	
•  Current	alloca>on	is	70%	equi>es,	30%	bonds/cash	
•  $11k	in	unrealized	long-term	capital	gains	

Current Portfolio 



Summary	of	Findings	(con>nued…)	

Averages 0.23% 9% 4265

Name Ticker Expense	Ratio Turnover Holdings Category 1	Year	 3	Year 5	year Security	Type Value Weight

Vanguard	Energy	ETF VDE 0.10% 11% 143 US	Fund	Equity	Energy -1.43 -2.42 -1.45 Exchange-Traded	Fund 787.00$								 0.5%
Vanguard	Total	International	Stock	ETF VXUS 0.11% 3% 6,281 US	Fund	Foreign	Large	Blend 17.05 6.93 6.41 Exchange-Traded	Fund 2,904.00$					 1.7%
Vanguard	Total	Stock	Market	ETF VTI 0.04% 3% 3,641 US	Fund	Large	Blend 13.87 10.20 13.02 Exchange-Traded	Fund 4,559.00$					 2.6%
DFA	Emerging	Markets	I DFEMX 0.48% 4% 1,192 US	Fund	Diversified	Emerging	Mkts 23.06 8.95 5.01 Open-End	Fund 2,450.00$					 1.4%
DFA	Emerging	Markets	Small	Cap	I DEMSX 0.73% 11% 4,231 US	Fund	Diversified	Emerging	Mkts 19.47 10.34 6.63 Open-End	Fund 3,348.00$					 1.9%
DFA	Emerging	Markets	Value	I DFEVX 0.57% 22% 2,425 US	Fund	Diversified	Emerging	Mkts 19.76 10.08 4.33 Open-End	Fund 2,507.00$					 1.4%
DFA	International	Small	Cap	Value	I DISVX 0.68% 21% 2,138 US	Fund	Foreign	Small/Mid	Value 16.11 10.30 10.37 Open-End	Fund 4,103.00$					 2.4%
DFA	International	Small	Company	I DFISX 0.53% 0% 4,609 US	Fund	Foreign	Small/Mid	Blend 19.70 11.86 10.32 Open-End	Fund 4,146.00$					 2.4%
DFA	International	Value	I DFIVX 0.43% 15% 513 US	Fund	Foreign	Large	Value 17.45 6.66 7.29 Open-End	Fund 8,483.00$					 4.9%
DFA	Real	Estate	Securities	I DFREX 0.18% 1% 160 US	Fund	Real	Estate -2.45 1.65 6.34 Open-End	Fund 7,028.00$					 4.0%
DFA	US	Core	Equity	2	I DFQTX 0.22% 4% 2,787 US	Fund	Mid-Cap	Blend 13.03 9.20 12.29 Open-End	Fund 12,418.00$			 7.1%
DFA	US	Large	Cap	Value	I DFLVX 0.27% 15% 315 US	Fund	Large	Value 12.21 10.13 12.65 Open-End	Fund 16,552.00$			 9.5%
DFA	US	Vector	Equity	I DFVEX 0.32% 10% 2,594 US	Fund	Mid-Cap	Value 10.42 8.28 11.42 Open-End	Fund 20,639.00$			 11.8%
Vanguard	Target	Retirement	2045	Inv VTIVX 0.15% 8% 28,679 US	Fund	Target-Date	2045 13.68 8.10 9.88 Open-End	Fund 34,215.00$			 19.6%
Federated	Prime	Cash	Obligations	Wlth PCOXX 0.20% 152 US	Fund	Prime	Money	Market 1.24 0.64 0.40 Money	Market	Fund 523.89$								 0.3%
Vanguard	Federal	Money	Market	Investor VMFXX 0.11% 100 US	Fund	Money	Market	-	Taxable 1.02 0.49 0.30 Money	Market	Fund 49,649.00$			 28.5%
Devonshire	REIT	2.0	REINV	DIV DEVONSHE5 - - - - - REIT 16,112.00$			
Cash Cash -$														
Total 59960 190,423.89$	 100%

Benchmarks Style 1	Year	 3	Year 5	year
S&P	500 XIUSA04G92 Large	Blend 13.99 10.78 13.31
Russell	1000 XIUSA000O4 Large	Cap 13.98 10.39 13.17
Russell	Mid	Cap XIUSA000L2 Mid	Cap 12.20 8.01 12.09
Russell	2000 XIUSA000O5 Small	Cap 11.79 8.39 11.47
MSCI	World	ex	USA XIUSA000RX International 14.46 5.81 6.55
BBgBarc	US	Agg	Bond XIUSA000MC Core	Bond 1.20 1.20 1.82



Summary	of	Findings	(con>nued…)	



Summary	of	Findings 		

ALLOCATION	

•  The	porXolio	is	allocated	roughly	70%	equiIes,	12%	fixed	income,	17%	cash	
and	less	than	1%	in	other	types	of		securiIes.	This	blend	of	investments	is	
consistent	with	an	investor	who	has	a	moderately	high	risk	tolerance.	

•  Approximately	29%	of	the	equity	allocaIon	(21%	of	the	overall	porBolio)	is	
invested	in	companies	domiciled	overseas.		

•  Real	Estate	represents	the	largest	sector	weighIng	at	18%.	Other	top	
industry	sector	exposures	in	the	porXolio	are	Financial	Services,	Technology,	
and	Consumer	Cyclicals.		Real	Estate	is	heavily	over-weighted	rela>ve	to	its	
weight	in	the	overall	market	as	represented	by	the	S&P	500.	Healthcare	and	
Technology	are	underweighted.		

•  The	porBolio	is	overweight	towards	cyclical	stocks.	This	may	cause	the	
porXolio	to	be	more	vola>le	and	sensi>ve	to	changes	in	economic	condi>ons	
than	the	overall	market.		

•  The	equity	porIon	of	the	porBolio	is	invested	in	54%	Large	Cap,	29%	Mid	
Cap,	and	17%	Small	Cap	stocks.	The	porXolio	is	over-weighted	to	Value	
stocks	rela>ve	to	Growth	stocks.		

STRUCTURE	/	NUMBER	OF	HOLDINGS	

•  The	porBolio	consists	of	11	open-end	mutual	funds,	3	ETF’s	(exchange	
traded	fund),	1	non-traded	REIT	(real	estate	investment	trust),	and	2	
money	market	funds.		There	are	no	individual	bonds	held	in	the	porXolio.		

•  The	average	mutual	fund/ETF	in	the	client’s	porBolio	owns	4,265	
securiIes.	Indirectly	the	client	owns	59,960	stocks	and	bonds.		Owning	this	
many	securi>es	leads	to	mediocre	returns	and	is	akin	to	the	client	owning	a	
giant	index	fund.		(Consider	that	there	are	only	3,700	listed	equi>es	in	the	
United	States).	However,	given	the	layers	of	cost	associated	with	this	
porXolio	–	it	makes	it	for	a	very	expensive	index	fund.	



Summary	of	Findings	(con>nued…)	

OVERLAP	/	REDUNDANCIES	

•  There	is	significant	overlap	in	the	stock	holdings	throughout	
the	porBolio	which	adds	to	increased	transacIon	costs.	All	of	
the	top	50	stock	holdings	are	held	in	3	or	more	mutual	funds/
ETF’s	in	the	porBolio.	

•  The	following	stocks	are	each	owned	in	6	funds	in	the	
porXolio:	

•  Exxon	Mobil	

•  Chevron	
•  The	following	17	stocks	are	each	owned	in	5	funds	in	the	

porXolio:	

•  JPMorgan	Chase	

•  AT&T	
•  Wells	Fargo	

•  Intel	
•  Cisco	Systems	

•  Bank	of	America	

•  Comcast	

•  Pfizer	
•  Walmart	

•  Fewer	holdings	and	less	overlap	has	the	poten>al	to	reduce	costs	
while	generally	contribu>ng	to	beder	account	performance.	(We	
can	provide	data	showing	the	correla>on	between	fewer	holdings	
and	beder	performance).		

•  CiIgroup	
•  Qualcomm	

•  Time	Warner	

•  Medtronic	

•  Goldman	Sachs	

•  Charter	CommunicaIons	

•  Morgan	Stanley	

•  Micron	Technology	



Summary	of	Findings	(con>nued…)	

CREDIT	QUALITY,	RATE	RISK	and	CASH	FLOW	YIELD	

•  Approximately	 15%	 of	 the	 bonds	 held	 in	 the	 porBolio	
are	 rated	 investment	 grade	 (BBB	 and	 higher).	
Approximately	 85%	 of	 the	 bonds	 are	 NOT	 RATED	 by	
major	 agencies.	 (Note	 that	 credit	 ra>ngs	 are	 a	 decent	
indicator	 of	 default	 risk	 on	 the	 bonds;	 the	 lower	 the	
credit	 ra>ng,	 the	 higher	 the	 probability	 of	 default).	
Lower	rated	bonds	typically	have	higher	 interest	rates	–	
and	create	greater	cash	flow	-	than	higher	rated	bonds.	

•  The	average	maturity	of	the	bonds	held	in	the	porXolio	is	
8.73	 years.	 The	 duraIon	 of	 the	 bonds	 in	 this	 account	
averages	6.64	years.	This	means	that	for	each	1%	move	
in	interest	rates	the	market	value	of	the	bond	por>on	of	
this	 porXolio	 will	 move	 approximately	 6.64%	 in	 the	
opposite	 direc>on.	 (i.e.	 interest	 rates	 go	 up	 then	 bond	
prices	 go	 down	 and	 vice	 versa).	 This	 porBolio	 bears	 a	
moderate	level	of	interest	rate	risk.		

•  26%	of	the	underlying	bond	holdings	have	maturiIes	of	
20	years	or	longer.	

•  The	 overall	 porBolio	 has	 a	 current	 annual	 cash-flow-
yield	of	approximately	1.59%.	This	represents	dividends	
from	stocks	and	coupon	payments	 from	the	bonds	held	
within	mutual	funds.		



Summary	of	Findings	(con>nued…)	

EXPENSES	
•  The	average	annual	expense	raIo	of	the	mutual	funds/ETF’s	 in	the	porBolio	 is	approximately	0.23%.	 	Other	undisclosed	costs	not	
included	 in	 the	expense	 ra>o	 include:	 internal	 fund	 commissions,	 soq	dollars	 paid	by	 the	 fund	 to	 its	 trading	partners,	 trading	desk	
spreads,	and	cash	drag	for	liquidity	held	within	the	funds.	These	typically	range	between	1%	and	2%	per	fund.		

•  From	the	DFA	account	statement	we	were	able	to	view	insItuIonal	and	outside	advisory	fees	of	approximately	$60	for	the	month.	
This	 roughly	 translates	 to	0.75%	on	an	annual	basis.	 It	doesn’t	appear	 that	 there	are	any	advisory	 fees	charged	on	the	Vanguard	
account.		

TURNOVER	
•  The	 average	 mutual	 fund/ETF	 in	 the	 account	 has	 an	 annual	 turnover	 of	 roughly	 9%	 per	 year	 –	 this	 translates	 to	 about	 5,000	
transac>ons	 per	 year	 given	 the	 es>mated	 59,000+	 securi>es	 owned	 in	 aggregate	 in	 the	 client’s	 porXolio.	 	 Holding	 this	 number	 of	
securi>es	with	this	 level	of	turnover	 is	expensive	for	a	variety	of	reasons	 including	transac>on	costs	 (and	realized	short-term	capital	
gains	in	taxable	accounts).		It’s	important	to	note	that	neither	of	these	costs	are	reflected	in	the	fund	‘expense	ra>o’	and	therefore	add	
another	cost	drag	to	the	porXolio.		

	

TAXATION	
•  The	porBolio	realizes	a	small	amount	of	capital	gains	on	an	annual	basis.	There	is	approximately	$11k	in	unrealized	gains	in	the	
porBolio.	

• Wise	 tax	management	 -	 including	 carefully	 and	 strategically	 realizing	 gains,	 avoiding	 short-term	 capital	 gains	 treatment	 as	much	as	
possible,	and	strategically	harves>ng	losses	to	offset	gains	-	can	add	significant	value	to	the	net	aqer-tax	return	of	the	taxable	accounts.	



Summary	of	Findings	(con>nued…)	

PERFORMANCE	

• We	are	unable	to	determine	the	historical	performance	of	the	accounts	as	we	are	not	in	possession	of	all	past	
transac>ons	or	a	detailed	historical	performance	report	provided	by	the	current	advisor.		That	being	said,	on	the	
next	two	slides	we	are	able	to	provide	some	historical	performance	and	peer-data	for	the	mutual	funds	and	ETF’s	in	
the	porXolio.	(NOTE:	even	though	we	are	showing	3	and	5	year	performance	data,	it’s	impossible	to	know	what	the	
porXolio	looked	like	at	those	>mes.		This	is	simply	a	snapshot	of	the	current	holdings	looking	backward.)		

•  A	stress	test	of	the	porBolio	shows	that	the	current	mix	of	investments	would	have	dropped	44.9%	(-$85k)	from	
Oct.	15,	2007	to	March	2,	2009	if	the	financial	crisis	were	to	happen	again.		

•  See	the	following	slides	for	detailed	informaIon	on	the	current	holdings.			



Current Portfolio Strengths 

Strengths 

•  Low	internal	fund	expenses	(0.23%	average	expense	ra>o	on	funds)	
•  No	advisory	fee	on	the	Vanguard	account;	0.75%	advisory	fee	on	DFA	account	
•  Average	mutual	fund/ETF	in	the	account	has	an	annual	turnover	of	9%	per	year		
•  Highly	tax-efficient	
•  Fund	peer	rankings	are	mostly	average	to	above-average	
•  Reasonable	alloca>ons	to	Interna>onal	stocks	and	a	logical	mix	between	large,	

mid,	and	small	cap	stocks	



Poten>al	Areas	of	Improvement	

Asset	AllocaIon	

•  Does	asset	alloca>on	match	the	client’s	goals,	>me	horizon,	and	risk	tolerance?		

•  Is	the	porXolio	over-weighted	or	under-weighted	in	sub-asset	classes,	sectors	and	styles?	

Investment	Holdings	

•  Does	the	porXolio	have	mul>ple	funds	in	the	same	category?		

•  Is	the	porXolio	over-diversified	or	too	concentrated?		

•  Do	the	funds	have	overlapping	holdings	that	increase	costs	and	inefficiencies	in	the	porXolio?	

Fixed	Income		

•  Is	the	level	of	credit	risk	and	interest	rate	risk	(dura>on)	acceptable?	

•  Does	the	client	own	the	most	efficient	blend	of	taxable	vs.	tax-exempt	bonds	based	on	their	tax	bracket?	

•  Are	the	bonds	overly	concentrated	by	sector	or	issuer?	

•  Does	the	porXolio	have	a	high	level	of	illiquidity?	



Poten>al	Areas	of	Improvement	

Fees	&	Expenses	

•  Are	the	fees	and	expenses	reasonable	and	transparent?	

Turnover	

•  Is	there	a	large	number	of	securi>es	transac>ons	taking	place	crea>ng	unnecessary	trading	costs	and	realized	
gains?	

Tax-Efficiency	(Taxable	Accounts)	

•  Is	the	porXolio	tax-efficient?	

•  Is	the	client	taking	advantage	of	opportuni>es	to	engage	in	tax-loss	harves>ng	or	in	dona>ng	appreciated	
securi>es?		

•  Could	the	client’s	heirs	benefit	from	a	stepped-up	cost	basis?	

Performance	

•  Does	the	client	receive	personalized	performance	repor>ng	on	their	accounts?	

•  Has	the	historical	performance	peer	rankings	of	funds	in	the	porXolio	been	high?	

•  Is	the	historical	level	of	vola>lity	of	the	current	porXolio	acceptable	going	forward?	



Current Portfolio Weaknesses 

Weaknesses 

•  Rela>vely	high	weigh>ngs	to	interna>onal	equi>es,	cyclical	sectors	and	value	stocks	
•  Redundancy	in	funds	with	similar	objec>ves	(i.e.	3	Emerging	Markets	Equity	Funds)	
•  Massive	number	of	holdings	(almost	60,000	holdings)	including	a	large	number	of	

overlapping	holdings	in	the	various	funds.	
•  Securi>es	turnover	%	is	low	but	transac>on	level	is	high	due	to	large	number	of	

holdings	
•  Large	por>on	of	the	bonds	are	non-investment	grade	
•  Significant	part	of	bond	porXolio	is	invested	in	long-term	bonds	
•  Low	cash	flow	yield	on	porXolio	(1.59%)	
•  Lidle	to	no	opportunity	to	take	advantage	of	tax-loss	harves>ng	or	dona>ng	

appreciated	securi>es	
•  High	down	capture	poten>al	in	market	correc>ons	as	indicated	by	the	stress	test	
•  Mutual	funds	have	very	average	peer	performance	rankings	over	the	last	5	and	10	

years.		



Proposed	PorXolio	

Joint	Account	$92k	
	

• $30k	Stable	Income	BRIX	
• $30k	High	Income	BRIX	
• $32k	High	Growth	Equity	BRIX	

	
	
Trust	Account	$98k	
	

• $49k	Polen	Focus	Growth	SMA	
• $49k	Logan	Concentrated	Value	SMA	

	
	

*	Realized	half	of	unrealized	gains	in	2017	and	half	in	2018	at	15%	rate	



Current Portfolio Weaknesses 

Weaknesses 

•  Rela>vely	high	weigh>ngs	to	interna>onal	equi>es,	cyclical	sectors	and	value	stocks	
•  Redundancy	in	funds	with	similar	objec>ves	(i.e.	3	Emerging	Markets	Equity	Funds)	
•  Massive	number	of	holdings	(almost	60,000	holdings)	including	a	large	number	of	

overlapping	holdings	in	the	various	funds.	
•  Securi>es	turnover	%	is	low	but	transac>on	level	is	high	due	to	large	number	of	

holdings	
•  Large	por>on	of	the	bonds	are	non-investment	grade	
•  Significant	part	of	bond	porXolio	is	invested	in	long-term	bonds	
•  Low	cash	flow	yield	on	porXolio	(1.59%)	
•  Lidle	to	no	opportunity	to	take	advantage	of	tax-loss	harves>ng	or	dona>ng	

appreciated	securi>es	
•  High	down	capture	poten>al	in	market	correc>ons	as	indicated	by	the	stress	test	
•  Mutual	funds	have	very	average	peer	performance	rankings	over	the	last	5	and	10	

years.		



Current Portfolio Strengths 

Strengths 

•  Low	internal	fund	expenses	(0.23%	average	expense	ra>o	on	funds)	
•  No	advisory	fee	on	the	Vanguard	account;	0.75%	advisory	fee	on	DFA	account	
•  Average	mutual	fund/ETF	in	the	account	has	an	annual	turnover	of	9%	per	year		
•  Highly	tax-efficient	
•  Fund	peer	rankings	are	mostly	average	to	above-average	
•  Reasonable	alloca>ons	to	Interna>onal	stocks	and	a	logical	mix	between	large,	

mid,	and	small	cap	stocks	


