
1 �Model portfolios are a professionally-managed investment solution provided by asset managers to financial intermediaries, reflecting a design for a group of underlying investments that together target a certain investment 
objective, or a range of risk or return levels. Model portfolios are typically not directly investable, and financial professional’s actual implementation of provided design may vary from the asset manager’s suggested design.

2 Morningstar, 2021 Model Portfolio Landscape, September 2021.

Model portfolios1 have recently surged in popularity, 
as have the number and variety of offerings available. 
The reasons are clear: Model portfolios can help simplify 
your investment process, potentially reduce risk and 
improve performance, and—most importantly—allow 
you to spend more time with clients.

The Problem: Not all models 
are created equal.

	� More than 25% of the models in Morningstar’s 
database do not report performance.

	� Other models provide only hypothetical track 
records rather than actual returns.

	� Even when returns are reported, absolute 
and relative performance varies significantly.

In Morningstar’s U.S. Model Allocation 50%-70% 
Equity category, return dispersion was >10% over the 
last 4 years—and widened as more models launched.

6 Things to Consider 
When Choosing a Model Portfolio
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What to Look for When Evaluating Model Portfolios

An Experienced 
Provider 

	� Who manages the 
portfolio and what’s their 
track record for delivering 
asset allocation guidance?

	� What is the portfolio 
manager’s reputation, 
and what qualities are 
associated with its culture? 
Do these qualities align 
with your own perspective 
and your clients’ goals? 

Strategic 
Portfolio Design

	� How did the portfolio 
manager arrive at a 
particular asset mix or 
global diversification profile?

	� Is the portfolio’s target 
mix of asset classes 
consistent with your client’s 
objectives, risk tolerance, 
and time horizon?

Tactical Asset 
Allocation

	� Is tactical asset allocation 
a feature of the model?

	� Does the manager have 
a track record of improving 
outcomes through tactical 
asset allocation?

	� How frequently and at what 
magnitude are their model 
portfolios rebalanced?

Underlying 
Components

	� How were the underlying 
components selected? 
Are they entirely proprietary 
or are third-party funds 
included?

	� Are the underlying 
funds actively or passively 
managed, or do they include 
a mix of both? How was this 
distribution determined?

	� What is your client’s fee 
budget and cost sensitivity? 
Is there an overlay fee or is 
the fee a weighted average 
of underlying funds?

Due Diligence
	� What processes does 
the manager have in place 
to monitor and manage the 
portfolio’s asset allocations 
or potential risk exposures?

Ongoing Support
	� What kind of support 
does the model provider 
offer to help keep you and 
your clients informed about 
their model portfolios and 
overall market conditions?
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Portfolio Construction Solutions discussed are available only to financial professionals and not the retail public.
This material is being furnished for general informational purposes only. The material does not constitute 
or undertake to give advice of any nature, including fiduciary investment advice, and prospective investors 
are recommended to seek independent legal, financial and tax advice before making any investment 
decision. T. Rowe Price group of companies including T. Rowe Price Associates, Inc. and/or its affiliates 
receive revenue from T. Rowe Price investment products and services.
This information is not intended to reflect a current or past recommendation concerning investments, 
investment strategies, or account types, advice of any kind, or a solicitation of an offer to buy or sell any 
securities or investment services. The opinions and commentary provided do not take into account the 
investment objectives or financial situation of any particular investor or class of investor. Please consider 
your own circumstances before making an investment decision.

Need help evaluating your existing models or creating new ones? For more information on Portfolio Construction Solutions, 
visit troweprice.com/portfolioconstruction or call 1-800-564-6958.

Information contained herein is based upon sources we consider to be reliable; we do not, however, 
guarantee its accuracy.
Past performance is not a reliable indicator of future performance. All investments are subject 
to market risk, including the possible loss of principal.
T. Rowe Price Investment Services, Inc., Distributor. Investment advisory services are provided by 
T. Rowe Price Associates, Inc. T. Rowe Price Associates Inc. and T. Rowe Price Investment Services, 
Inc. are affiliated companies.
© 2022 T. Rowe Price. All Rights Reserved. T. ROWE PRICE, INVEST WITH CONFIDENCE, and 
the Bighorn Sheep design are, collectively and/ or apart, trademarks of T. Rowe Price Group, Inc.
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