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This article is relevant to financial professionals who are considering offering model

portfolios to their clients. If you are an individual investor interested in WisdomTree

ETF Model Portfolios, please inquire with your financial professional. Not all financial

professionals have direct access to these model portfolios.

The number of third-party asset allocation models has grown exponentially over the last

five years. But, although they’re available through a number of different sources,

including strategists, asset managers and advisor home offices, it turns out that very

few advisors are using them. At WisdomTree, we wanted to understand why.

To find out, we conducted extensive research into model portfolio perceptions and

adoption. What we found was quite surprising—and, we think, a major missed opportunity

for advisors. The variances between what advisors believe and the reality were quite

astounding.

Advisors have misperceptions about how clients perceive models

Our research uncovered that many advisors associate investment management with their

core value proposition. These advisors either do not believe in outsourcing this role or

do not want to do so out of concern that it may damage their advisor–client

relationships. Their perception is that they are expected to make all the investment

calls to build portfolios tailored for their clients.

However, we found this wasn’t true from their clients’ perspectives.

First—clients welcome modelsFirst—clients welcome models

While many investors are unaware of model use, nearly half of those who responded

believe their advisor may already be using a model anyway. And the majority of clients

are open to this. In fact:

86% of clients are not only open to, but actually welcome, model usage in their

portfolios

And, following the recent volatility, that number increased to 90%— including 83% of

Boomers

Second—clients (yes, Boomers too) believe models provide additional expertiseSecond—clients (yes, Boomers too) believe models provide additional expertise

that will help their portfoliosthat will help their portfolios

The truth is that clients actually find comfort in believing they will receive the

benefit of the collective expertise of an asset management firm’s analysts, strategists

and PhDs. And in clients’ minds, when advisors employ a third-party model, they are

combining this valuable research and data with their intimate knowledge of their

clients’ needs to provide a tailored solution to their clients’ unique situations and

goals.
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In fact, more than half of investors—63%—believe that financial advisors using

third-party models are providing a more sophisticated asset allocation approach

backed by the extensive research and technology of an asset manager’s team—this

includes 64% of Boomers

63% of clients with advisors—and 59% of those without—strongly agree that, “A

financial advisor using a preset investment model portfolio provided by either their

firm or a third-party source is comparable to a doctor that has access to artificial

intelligence (AI) networks that contain millions of medical records and case studies

to assist in diagnosis or successful treatment outcomes.”

Third—clients believe models will positively affect their portfolio performanceThird—clients believe models will positively affect their portfolio performance

Our research revealed that 64% of clients believe the most important characteristic an

advisor can have is to act in their clients’ best interests. And for many of them, that

may mean using models. 

63% of investors (47% of Boomers, 61% of Gen Xers and 78% of Millennials) believe

that using models will have a positive impact on their overall portfolio.

In fact, we spoke to clients after the recent market volatility and discovered that

the number of clients who felt it was important for an advisor to use technology to

enhance investment decisions increased by 5% post-volatility.

The bottom line is that clients like the idea of third-party models and using them may

help advisors meet their clients’ expectations.

In an upcoming blog, we’ll discuss how clients view their advisors and how the use of

models can affect their ability to retain existing clients and win new ones.

For more information on our model portfolios, please visit our website.

 

Important Risks Related to this ArticleImportant Risks Related to this Article

For financial professionals: In the event that you subscribe to receive a WisdomTree

model portfolio, you will receive investment ideas from WisdomTree in the form of a

model portfolio. The information is designed to be used by you solely as a resource,

along with other potential sources you consider, in providing advisory services to your

clients. WisdomTree’s model portfolios are not intended to constitute investment advice

or investment recommendations from WisdomTree. WisdomTree is not responsible for

determining the securities to be purchased, held and/or sold for your clients’ accounts,

nor is WisdomTree responsible for determining the suitability or appropriateness of a

model portfolio or any securities included therein for any of your clients. WisdomTree

does not have investment discretion and does not place trade orders for any of your

clients’ accounts. Information and other marketing materials provided to you by

WisdomTree concerning a model portfolio—including holdings, performance and other

characteristics—may not be indicative of your client’s actual experience from investing

in one or more of the funds included in the model portfolio. The model portfolios,

allocations and data are subject to change.

For end users: WisdomTree’s model portfolios are not intended to constitute investment

advice or investment recommendations from WisdomTree. Your investment adviser may or may

not implement WisdomTree’s model portfolios in your account. WisdomTree is not

responsible for determining the suitability or appropriateness of a strategy based on

WisdomTree’s model portfolios. WisdomTree does not have investment discretion and does

not place trade orders for your account. This material has been created by WisdomTree

and the information included herein has not been verified by your investment adviser and

may differ from information provided by your investment adviser. The model portfolios,

allocations and data are subject to change.

Investors and their advisors should consider the investment objectives, risks,Investors and their advisors should consider the investment objectives, risks,
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charges and expenses of the funds included in any model portfolio carefullycharges and expenses of the funds included in any model portfolio carefully

before investing. This and other information can be obtained in the fund’sbefore investing. This and other information can be obtained in the fund’s

prospectus by visiting www.wisdomtree.com for WisdomTree Funds. Please read theprospectus by visiting www.wisdomtree.com for WisdomTree Funds. Please read the

prospectus carefully before you invest in a fund. WisdomTree Asset Managementprospectus carefully before you invest in a fund. WisdomTree Asset Management

Inc. does not endorse and is not responsible for or liable for any content orInc. does not endorse and is not responsible for or liable for any content or

other materials made available by other ETF sponsors. other materials made available by other ETF sponsors. 

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATIONIMPORTANT INFORMATION

U.S. investors only: Click U.S. investors only: Click herehere to obtain a WisdomTree ETF prospectus which to obtain a WisdomTree ETF prospectus which

contains investment objectives, risks, charges, expenses, and other information;contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONSDEFINITIONS

VolatilityVolatility  : A measure of the dispersion of actual returns around a particular average

level.&nbsp.
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