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ABOUT THIS GUIDE
As a financial planner offering investment advice to your clients, choosing the appropriate 
investment strategy is a MAJOR decision. As your TAMP provider, our goal is to guide you in 
making this decision with as little stress as possible. Here, you’ll find overviews of the model 
portfolios we offer and considerations for each.

GETTING STARTED
We frequently reference the investment management process in our educational materials 
because it serves as the foundation for everything you do as an advisor and how we support 
you as a TAMP. Your first step towards choosing an investment strategy is clearly defining your 
client’s financial goals and translating those into return and risk objectives. 

After you’ve clearly defined the financial goals, there are two decisions you need to make with 
respect to the investment strategy: Which is the appropriate asset allocation and what type 
of model portfolio do I use? The asset allocation decision will be determined based on your 
assessment of a client’s risk tolerance and capacity. The decision of which model portfolio to 
choose, however, can be a bit more ambiguous. This is why we created this guide.

First, let’s discuss why there are multiple strategies for you to choose from. Should we just 
have “the best” and call it day? Well, given all of the factors that contribute to investment 
performance and the countless variations of investment combinations, it stands to reason 
that picking “the best” in every market environment year after year is a nearly impossible task. 
What’s more important, though, is that investors don’t necessarily need “the best” strategy–they 
need a sound strategy that’s aligned with their goals and that promotes disciplined behavior 
over their time horizon. This is why we offer multiple investment strategies. 

Key takeaway: Choosing a strategy that you 
and your clients can stick with over their 
time horizon is more productive than chasing 
returns. 

Bouncing around between strategies in hopes of chasing performances is more likely to hurt 
returns than it is to help them.
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Considerations
Here are some questions to guide your model type decision. 

WHAT ARE YOUR/YOUR CLIENT’S VIEWS ON ACTIVE VERSUS PASSIVE 
INVESTING?
This is a debate that seems to never end in the advisory world and is not one we feel the 
need to resolve, so our focus here is to educate you about the differences in the strategies 
and guide you towards deciding which is right for your clients.

Passive investing is the embodiment of a long-term, buy-and-hold mentality. In 
practice, it’s an investment strategy that closely tracks an index, and is characterized by 
relatively lower costs and higher tax efficiency.

If passive investing is a buy-and-hold mentality, then active investing is the embodiment 
of beating the market. Managers are actively trying to beat the performance of the index 
of the arena in which they’re playing. In order to accomplish this feat, active managers 
employ a team of market strategists and investment analysts who build processes and 
conduct research to achieve the goal of beating the market. This human capital comes at 
a cost, which is why active managers charge higher fees for their strategies.
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SO HOW DO YOU CHOOSE BETWEEN THESE STRATEGIES? HERE ARE THE 
CONSIDERATIONS.

Active management is usually cited as unsuccessful because numerous studies show 
that active managers don’t frequently and consistently beat the market after fees. 
Moreover, they not only have to beat the market, but they have to beat it by their 
management fees. And because most active managers don’t have a consistent track 
record for beating the market, it makes selecting which strategy will outperform in 
any given period even more difficult. All of this said, there are environments where 
active management does have some tailwinds. Active management has the greatest 
advantages where the pool of investments has a wide dispersion in performance 
(read: there are many really good performers and many really bad performers). This 
often happens in periods of greater volatility and in illiquid asset classes or those 
with less analyst coverage. Because of these varying windows of opportunity for 
active management, a semi-active approach where there’s a combination of passive 
and active strategies is sometimes preferred.

Passive is very attractive to investors because of the lower fees (compared to 
active managers) and the tax efficiencies. They’re not relying on processes and 
research to beat the market, so passive strategies don’t command high fees like 
active ones do. They also do not generate large capital gains distributions from 
turnover of holdings inside the portfolio.

If you are going the active management route, you must first understand the manager’s 
investment process and decide how to communicate that to a client in a way that will 
mitigate behavior that detracts from returns. For example, if you explain the strategy and 
both you and your client believe in it, but that strategy falters over a specified period, will 
that push them to switch strategies? If the answer is yes, then you need to choose another 
strategy or determine how you will educate them throughout the relationship. Remember, 
there are many solid investment strategies, but picking one and having the discipline to 
stick with it will increase your client’s chances of better investment outcomes.

There are many solid 
investment strategies, 
but picking one and 
having the discipline 
to stick with it will 
increase your client’s 
chances of better 
investment outcomes.

“
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WHAT IS THE SIZE OF YOUR CLIENT’S PORTFOLIO? 
The account balance is an important consideration when choosing strategies because you 
want to ensure that as much cash is put to work as possible while minimizing transaction 
costs. While you measure the existing account balance, it’s also important to consider 
contributions and distributions. Will the account be growing through consistently 
scheduled contributions or will it be drawn down through distributions? Either of 
these situations could result in more rebalancing and transactions that need to take place 
so they should be considered when determining which strategy to use. 

DOES THE CLIENT HAVE TAX CONSIDERATIONS? 

In the advisory world, we often say it’s not just what you make, but what you keep. For 
taxable investment accounts, this is especially important as you consider how large tax 
bills can impact cash flow forecasting in the overall financial plan. If you’re working with a 
client who is in a higher federal tax bracket or living in a state with high income taxes, you 
can consider strategies with ETFs and municipal bonds (for the fixed income asset class) 
to evaluate ways to reduce the tax burden.

DOES YOUR CLIENT WANT TO INCORPORATE THEIR PERSONAL BELIEFS AND 
VALUES INTO THEIR PORTFOLIO?
Investors now have more options than ever to align their investment objectives with their 
personal beliefs and values. These strategies are widely referred to as socially responsible or 
impact investing and are created through additional screening processes. These strategies 
align more closely with an active management philosophy. When working with your client to 
set financial objectives, you’ll want to ask questions about any portfolio constraints they want 
to impose that would suggest an impact strategy might be appropriate.



NICHE CHARACTERISTICS
Early career clients
New to investing
Regular contributions
Secondary goals (ex: down payment for vacation home)

KICK START
Kick start is ideal for clients just starting their investment journey. Provides broad 
asset class coverage for smaller account sizes.

INVESTMENT PHILOSOPHY
PASSIVE

<$10,000
RECOMMENDED ACCOUNT SIZE

TIME HORIZON

Any–this strategy is designed to 
replicate a broad market index and 
will not deviate in variation as much 
as active strategies do throughout the 
course of a market cycle.

TAX CONSIDERATIONS
None

NICHE CHARACTERISTICS
All career stages
New to investing
Regular contributions
Secondary goals (ex: down payment for vacation home)

TRACKER
Tracker is a great generalist model. While it’s especially ideal for smaller account 
balances, it can still be beneficial for larger accounts, especially due to its tax-
efficient nature and particularly for clients who prefer a passive investing approach.

INVESTMENT PHILOSOPHY
PASSIVE

$10,000+
RECOMMENDED ACCOUNT SIZE

TAX CONSIDERATIONS
Use a tax-sensitive version of this 

model with municipal bonds

TIME HORIZON

Any–this strategy is designed to 
replicate a broad market index and 
will not deviate in variation as much 
as active strategies do throughout the 
course of a market cycle.

XYIS Model Portfolios
Here at XYIS, we manage a menu of model portfolios that provide options for you to tailor the 
investment strategy to your clients’ unique situations. Below is a guide to help you determine 
which model is right for your clients.

Please note that while this guide provides recommendations based on a client’s circumstances, 
this isn’t an exhaustive list considering all factors. 



CORE
CORE combines the low cost and tax efficiency of ETFs with an active asset 
allocation philosophy and is ideal for clients who want exposure to the DFA 
investment philosophy, but through other fund companies.

NICHE CHARACTERISTICS
All career stages
Experience with investing
Regular contributions

INVESTMENT PHILOSOPHY
SEMI-ACTIVE

$10,000+
RECOMMENDED ACCOUNT SIZE

TAX CONSIDERATIONS
Use a tax-sensitive version of this 

model with municipal bonds

TIME HORIZON

Due to the cyclicality of this investment 
strategy, investors should be prepared 
to hold this strategy over the course of 
a full market cycle (~5+ years).

CORE WITH DFA
CORE with DFA is the bridge to active management. It’s ideal for clients who 
subscribe to an active management philosophy but who don’t have the account 
balance to go fully active or who want diversification within their fund managers.

INVESTMENT PHILOSOPHY
SEMI-ACTIVE

$100,000+
RECOMMENDED ACCOUNT SIZE

TAX CONSIDERATIONS
Use a tax-sensitive version of this 

model with municipal bonds

NICHE CHARACTERISTICS
Mid-to-late career stage
Experience with investing
Some contributions

TIME HORIZON
Due to the cyclicality of this investment 
strategy, investors should be prepared 
to hold this strategy over the course of 
a full market cycle (~5+ years)

ALL DFA
All DFA is an active management strategy for clients who have larger account 
sizes and longer time horizons. It is rooted in the belief that the small value asset 
class achieves greater risk-adjusted return throughout market cycles.

INVESTMENT PHILOSOPHY
ACTIVE

$200,000+
RECOMMENDED ACCOUNT SIZE

TAX CONSIDERATIONS
Tax-sensitive version that 

includes municipal bonds and 
tax-managed equity funds

NICHE CHARACTERISTICS
Mid-to-late career stage
High Net Worth
Experience with investing
Some contributions

TIME HORIZON
Due to the cyclicality of this investment 
strategy, investors should be prepared 
to hold this strategy over the course of 
a full market cycle (~5+ years).



CAUSE
Cause is a great option for those who want to incorporate ESG —environmental, 
social, and corporate governance factors—into their investment strategies. While this 
may include ETFs and mutuals funds, it is an active strategy and more appropriate 
for larger account sizes.

NICHE CHARACTERISTICS
Mid-to-late career stage
High Net Worth
Experience with investing
Some contributions

$200,000+
RECOMMENDED ACCOUNT SIZE

TAX CONSIDERATIONS
Use a tax-sensitive version of this 

model with municipal bonds

TIME HORIZON
Due to the cyclicality of this investment 
strategy, investors should be prepared 
to hold this strategy over the course of 
a full market cycle (~5+ years).

INVESTMENT PHILOSOPHY
ACTIVE & VALUES BASED

BRI (BIBLICALLY RESPONSIBLE INVESTMENTS)
For those who want to align their Christian beliefs with their investment strategy, 
BRI is the way to go.

NICHE CHARACTERISTICS
Mid-to-late career stage
High Net Worth
Experience with investing
Some contributions
Followers of Christian faith
Lower cost sensitivity
Have other tax minimization strategies in place

$250,000+
RECOMMENDED ACCOUNT SIZE

TAX CONSIDERATIONS
None

TIME HORIZON
Due to the cyclicality of this investment 
strategy, investors should be prepared 
to hold this strategy over the course of 
a full market cycle (~5+ years).

INVESTMENT PHILOSOPHY
ACTIVE & VALUES BASED

Indicates a values based investment philosophy
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Portfolio management and subadvisor services are offered 
through XY Investment Solutions (XYIS), a Securities Exchange 
Commission registered investment advisor based in Bozeman, 
MT. XYIS and its representatives are in compliance with the 
current filing requirements imposed upon Securities Exchange 
Commission registered investment advisors by those states in 
which XYIS maintains clients. For a detailed discussion of XYIS 
and its advisory fees, see the firm’s Form ADV Part 1 and 2A on 
file with the SEC at adviserinfo.sec.gov.

Unless otherwise specified, all return figures are shown for 
illustrative purposes only, and are not actual customer or model 
returns. Actual returns will vary greatly and depend on personal 
and market circumstances.

Investing in mutual funds, exchange-traded funds (“ETFs”), and 
other equity and debt securities involve risks, including loss 
of principal. Any performance data quoted represents past 
performance. Past performance does not guarantee future results 
and principal value will fluctuate so that an investor’s investments, 
when redeemed, may be worth more or less than their original 
cost. Performance data quoted does not account for any advisory 
fees imposed by XYIS or any independent and unaffiliated financial 
planners, or other transaction charges, expenses, taxes, or other 
fees and costs. Performance of an investor’s actual portfolio will 
differ from any performance presented.

Investing in foreign securities may involve certain additional 
risk, including exchange rate fluctuations, less liquidity, greater 
volatility and less regulation. Small company stocks may be 
subject to a higher degree of market risk than the securities 
of more established companies because they tend to be more 
volatile and less liquid. Bonds are subject to risks, including 
interest rate risk which can decrease the value of a bond as 
interest rates rise. REIT investments are subject to changes 
in economic conditions and real estate values, and credit and 
interest rate risks.

Investors cannot invest directly in an index. Indexes are 
unmanaged and reflect reinvested dividends and/or 
distributions, but do not reflect sales charges, commissions, 
expenses or taxes.

An investor should consider a portfolio’s investment objectives, 
risks, charges and expenses carefully before investing. The 
underlying funds’ prospectus contain this and other important 
information. Please read any applicable prospectus carefully 
before investing.

http://adviserinfo.sec.gov

