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Constructing a Multi-Manager Portfolio

Constructing a Model Portfolio

In this exercise guide, you will learn how to leverage some of the key features in Overview
Morningstar Direct, including the following tasks:

» Build your own portfolio from an Investment List
» Modify an existing portfolio
» How to handle Cash positions

Masinggitan Dimer™ | Priee Date: DROGV21
My Portfolio
. H Dom asoi  Cumency | Hiskfros Ao ancasa
Partfolio AQQ[EQBUOI’] MM AR EuwdordMonhEUR My Benchmerk
Eguity Style Box.
Barcheask &
5
2
File New Favorites Tools Reports Help - Search for In This View ~ Go ] Ngh A BURAGe
: end us feedback g - - St P Cap
- oo|? © 0 Gichel Sel Div 100 [DE)
Model Portfolio P
I General Settings Action~ | View Snapshat - Portfolio 16/03/2017 ~ | Edit = E
» &5 Imported Price/Return o
st mport &} Export - dit Dat: PDF 4 Refresh
= Holdings Summary it (i it bata | (5] Qs
r Name » Weight Price Source
(%)
Fortfolio Statistics
Benchmark:My Benchmark H o il fom ks Fomioms Bt
PriceFrospec
r: AXA Rosenberg Pan-Erup Eq Alpha A EURAcc 12.50 Morningstar Pri
r:z BGF Global Allocation A2 15.00 Morningstar Pr{ oo vie ConVebs Swd Con Gwwth High Bt © roriis @ Poriie
rs Candriam Sust Pacific C JPY Cap. 12.50 Morningstar Pri
ras CASH EUR 5.00 Imported Price}
[C5  Fidelity Special Situations 10.00  Morningstar Pr{ Portfolie Overview
s Invesco Euro Equity A EUR Acc 10.00  Morningstar Pri Porrbli % Buchrast®  Eqaity Secter Bruabidews Porbla%  Benchrark %
[T 7  Invesco Pan Eurp Struct Rspnb Eq EEURACC 15.00  Morningstar Pr, % Dy Lk EH oy Jped
[T &  iShares STOXX Global Sel Div 100 (DE) 12.50  Morningstar Pri B i Mtk 733 Flow Growth % 17
[T 9  Robeco High Yield Bonds DH € 7.50  Morningstar Pr, 2 10
ancil Swes 1887 ‘Esuity Valuatior Pics Muhige
B Fransal s, 887
o 153 Price o Esrmings: 795
v s w0 e o Bk Vs 153 191
= ' o Frice 1o Sales 105
| File Tools Help : 2] New 3] Clipboard Create PDF  {}, Export Excel [ Save B Send us feedback A o Pics b Cash Flow 283
se note: Microsof itver! M anal charts wil ratis in .
Plaasa note: Microsoft® Silverlight™ anablad charts will be ratirad in Q2 2021 o New Chort o 413
To learn more about the new web-based interactive charts, please click here. -
B 557
L] 782
Charts~  [5» Edit Investments Viev [EESEREM Date Table - 2408
Add Investment Reset 856 1408
i . - 10 1418
Chart View Growth 10K v Initial Value 10,000 Time Range Max Time v Nov 3, 2015 - Mar 6, 2021 Scale Log v 47 430
! . 135
Source Data Default v Event v TaxMethod Fre-tax v Currency Euro v 427
12K [y "
527 428 T
12.4K 011
4256
116K itizesd 132
ash and Cash Eeuivelents Nz sk inTop 0Hotings 10000 10000
10.8K Deistive a7 wpunse atia 145
101k Coutit ety Breakdowe Barchesak %
AN
5.7k a
I3
BE
2016 2017 2018 2019 2020 =
2015 2017 2018 2019 2020 B or Below B
R L . . P P Mt Rt
Investment Name value
= My Portfolic (Total Return, EUR, Pre-Tax) 115K My Benchmark (Total Return, EUR, Pre-Tax) 12.54K
vt Lo i oot i ot e i by el ey, T s ot e 1 ity s M ot OHH g
o it w12 cvann 3 s et b e 7w by o = e i o e 3o : “ |HGEHH
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Constructing a Multi-Manager Portfolio

Exercise 1: Create a Model Portfolio

The first step in creating a portfolio is to identify its investments. Once you have gone
through your selection process, you can save those investments in an Investment

List for easy access.

There are 3 main sections in Portfolio Management: Model Portfolios (for your
portfolios, Custom Benchmarks (for mixed indices), and Accounts (for returns series
or holdings import). The process for creating either item is similar.

We will be working with the Model Portfolios section. To create a new Model

Portfolio, do the following:

1. InMorningstar Direct, select the Portfolio Management tab. The Accounts section is

selected by default.
2. Click on Model Portfolios.
3. From the toolbar, click New.

File New Favorites Tools Help

Home

Equity/Credit Research
Local Databases r Name
Global Databases

Performance Reporting

Asset Allocation

Portfolio Management
= Strategies
E Model Portfalios
= ustom Benchmar)

E Accounts

¢ Action~ & Import

4. Enter/select the highlighted information:

Mame My Portfolio

Combined series Oves @ No
Combined series:Yes

Ease series
Cperator

Second series

Combined series:No

Currency

Benchmark 1
Benchmark 2

Risk free proxy
Portfolio ID

Performance source

Management fee
effective period

Management fee %

Euro

MSCI Europe MR EUR

MSCI World NR. EUR

1] Price Monitor | Search for
View Imp|

Be sure to select
the correct tab and
icon

Y

]

@

| Enter/select information

- as appropriate

@)
@)

Euribor 3 Month EUR

Portfolio123

4,

Calculated based on underlying positions l]

Entire period

[v]

Exercise 1: Creating a
Model Portfolio

Fee applied* Annually

Performance series L]

Rebalancing frequency | Manthly LI

Rebalancing based on Calendar Period End

Performance -

calculation start date I Earliest Common
MOORNINGSTAR Morningstar Direct 2021
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Constructing a Multi-Manager Portfolio Exercise 1: Create a Model Portfolio

5. Choose your rebalancing frequency. In this exercise, we will use the information in bold.

Rebalancing Rebalancing based =~ Performance Calculation ~ Missing TNA Handling

Frequency on Start Date
Buy and Hold | - Enter the date of those positions
in the Holdings Entry dialogue
hny

Monthly/Daily| Calendar Period End: on | First Portfolio Date: select
/Quarterly/ the end period date (E.g;| specific date

Semi- month end if monthly if | £4pjiest Available: date of the
Annually/Annu| monthly is selected) inception date of the oldest
ally Rolling Period based on | constituent

Portfolio Date:onthe | Earligst Common: common period
same day in the next

period
Manthly — - - Infer forward in time
Total Net Infer backward in time
Assets .

Roll previous value forward

Buy and Hold | - - Infer forward in time
— Total Net Infer backward in time
Assets

Roll previous value forward

< Note: Rebalancing with Monthly — Total Net Assets means the portfolio is rebalanced
each month in proportion to the TNAs of the share classes as of that month end.

& Note: Rebalancing with Buy and Hold — Total Net Assets means the weightings are
automatically updated as the latest month end date changes.

6. Click Save. The Holdings Entry dialogue box opens.

< Note: Regarding benchmarks: you have access to the Market Indexes database, as
well as access to Morningstar Indices.

& Note: As mentioned earlier on in this document, Portfolio Management also allows
you to create your own Custom Benchmarks. You can therefore go to Portfolio
Management > Custom Benchmarks and create your own mixed index, following
the same instructions as to create a Model Portfolio.

MOHNINBSTAH Morningstar Direct 2021
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Constructing a Multi-Manager Portfolio

Exercise 2: Selecting Constituents

You are now able to select the investments for your Model Portfolio. You can select
investments from an existing Investment List, or simply select your funds by looking
for their ISIN or Secld.

< Note: It is recommended to use Secld (unique identifier) when working with
investments such as ETFs or currency share classes that have the same ISIN as
identifier.

There are three main tabs in the Holdings Entry dialogue box:

» Stock/Fund: select from the Stocks and Funds databases
» Fixed Income: select from the Bonds database
» Cash: select custom cash securities (set up in Security Definition Master)

To select investments, do the following:
1. Under the Stock/Fund tab, click Add. The Add Heldings dialogue box opens.

ntry - Morningstar Direct =8 %
rmsthod is percentage. Assign weights to the members of pour madel portfolio by typing
‘&s or by Amount from the Enter By Action mer,
P of |3¥1X2016
T
@ Refres price|| 524 Defrison Hoster | UR Eauiv. Totl Amourts 10,030.08 Totl Waighs 100.0 Click here to select
] Symbal Neme InceptionDate  Peroent Number of Shares | EUREay Investments
) Amount

[k} Q
[EE a,
[RE) Q,
e Q,
s aQ
& aQ
[&K} aQ
e a
Bs a
o Q
on £y

:

2. At the top of the dialogue box, switch the Find By drop-down menu to ISIN.
< Note: You can also select My Lists or My Searches.

3. Select the following ISINs:

ISIN Name Universe
IE0008365730 AXA Rosenberg Pan-Erup Eq Alpha A EURAcc Open-End Funds
LU0171283459 BGF Global Allocation A2 Open-End Funds
BE0174191768 Candriam Sust Pacific C JPY Cap Open-End Funds
(GB0003875100 Fidelity Special Situations Open-End Funds
LU1240328812 Invesco Euro Equity A EUR Acc Open-End Funds
LU0194781224 Invesco Pan Eurp Struct Rspnb Eq EEURAcc Open-End Funds
LU0085136942 Robeco High Yield Bonds DH € Open-End Funds
DEOOOAOF5UH1 iShares STOXX Global Sel Div 100 (DE) ETFs

< Note: for the iShares, select the one marked as Oldest, this will be the primary
exchange.

4. Click OK to return to the Holdings Entry window.

Exercise 2: Selecting
Constituents

Morningstar Direct 2021
© 2021 Morningstar. All Rights Reserved.
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Constructing a Multi-Manager Portfolio

Exercise 3: Creating a Custom Cash Position

Back on the Holdings Entry dialogue box, we want to add some cash to our portfolio. Exercise 3: Creating a
But we first need to create the cash position in Security Definition Master in order forit  cyustom Cash Position
to be recognised in the right currency.

To create a cash position, do the following:

1. From the Holdings Entry window, click the Cash tab.
2. Click Edit Definition Master. The Definition Master window opens on screen.
3. From the toolbar, click Security Wizard.

© File Help = Searchfor In This View - Go B Send us feedback
Definition Master
¥ E5 User Defined Securities | A:tinn‘l & Security Wizard ki Add Rows & Import @ save i} Export~ | E)Print @ Refresh
= Securities r Name  Security Type  Symbol cusIe Sec Sourceld . .
S Security Mappings Click Security
~E= Morningstar Securities T
& Price Sources [t CashcHF Cashand Cas  CASH CHF CASH CHF Wizard
S Reclassification = Cash GBP Cashand Cas  CASH GBP CASH GBP
~E= Customized Data
E Security Types
< >
Al * A B C D E F G H I J K LMNMNOZP QRSTUWVWXY Z
Total: 2 By Selected: 0
4. Under Security Type, select Cash and Cash equivalents.
5. In the Description, CUSIP, ISIN, and Symbol fields, type Cash EUR.
6. Under Base Currency, select Euro Member Countries, Euro.
Morningstar Direct - o X
Eecurity Type® Cash and Cash Equivalents ™ I'5V""‘bn' Cash EUR| x
[CUSIP Cash EUR
SIN Cash EUR 1035 Reporting Select v
Category
Pescription Cash EUR
Last Update Date
Attributes
Asset Class ] sector Not Classified ~ Enter the
Industry Not Classified = information as
shown here
Region and Currency
Exchange Not Classified ~| Country of Origin United States v
Country United States - Base Currency Euro Member Countries, Euro | |
Notes{200 characters max)
Help Save + New Save + Close Save Close

7. Click Save + Close and click OK on the prompt.

MAORNINGSTAR

Morningstar Direct 2021
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Constructing a Multi-Manager Portfolio

Exercise 3: Creating a Custom Cash Position

You are returned to the Definition Master window. Note the new Cash position in Euro

currency.
— o 3
© File Help Search for 1In This View - Go B Send us feedback

Definition Master

» &5 User Defined Securities ~ ©

Action~ [ Security Wizard &d Add Rows & Import B Save | i} Export~ | EiPrint ¢ Refrash

= Security Types

<

Total: 3 By select=d: 0

[E Securities ol Name + Security Type  Symbol cusie Sac Sourceld
E Security Mappings
=& Morningstar Securities
H Price Sources [ 1 CashCHF Cash and Cas _ CASH CHF CASH CHF
I Reclassification | 2 Cash EUR Cashand Cas  CASH EUR CASH EUR
g8 Customized Data | ] Cash GBP Tash and Cas. CASH GBP CASH GBP

Al = A B CDEF GHTIJKLMNDO®PR QR RTSTUVWVWXVY 2

8. Close the window to return to the Holdings Entry window.
9. Click Add. The Add Holdings dialogue box opens.

10. In the Search field, type cash eur, click Go.

11. Select your custom cash and click Add.

Within | User Defined Cash V|
Find By Name ~| @ Begins with (O Contains
M include Only Surviving Investments
il cash eur Go |
Available Records
Total records: 1
Jump to record name: | cash eur
Cash EUR (CASH EUR,CASH EUR,CSH,Unknown)
< 3
Add Add All
Selected Records
Total records: 1
Cash EUR (CASH EUR,CASH EUR,CSH,Unknown) -
~
v
¥
Remove Remove All
Help QK Cancel

12. Click OK.

Add your
cash
position

MAORNINGSTAR
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Constructing a Model Portfolio

Exercise 4: Assigning Weights to your Pasitions

Back in the Holdings Entry window, we can now allocate weights to our positions.

1. Assign 5% to your cash.

Heldings Entry - Morningstar Direct - a X
Holdings Entry
Use the tabs to enter holdings for 5 model portfolio. The default entry rethod is percertage. Assign weights ta the members of your madel portfolio by typing values inta the percent
column. “You can choose to enter by Shares or by &mount from the Enter By Action menu.
Postion s o
: Action~ | Enter By~ | + Add | B Edit Definition Master EUR Equiv. Total Amount: 10,000.0C Total Weight: 5.00
D Mame [F.’/E]IGEHI ;UR Equivalent Amount inBase Base Currenc:
(mEl |[C=shETH 5.00 | 500,00 EUR ~
B I
Os LY
Oe a
Os LY
Os a
m LY
Os a
Os LY
Own a
= 3 .
Feedback Equal Weight Firish> Cancel Help.
2. Click the Stock/Fund tab.
3. Assign the following weights to the remaining holdings:
AXA Rosenberg Pan-Eurp Eq Alp A EUR 12.5
BGF Global Allocation A2 10
Candriam Sust Pacific C Acc 15
Fidelity Special Situations 10
Invesco Euro Equity A EUR Acc 125
Invesco European Growth Equity E 10
iShares STOXX Global Sel Div 100 (DE) 15
Robeco High Yield Bonds DH EUR 10
Cash EUR 5
MOHNINGSTAH Morningstar Direct 2021

© 2021 Morningstar. All Rights Reserved.
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Constructing a Model Portfolio

Exercise 4: Assigning Weights to your Pasitions

4. Using the calendar next to Position as of, set the date to 01/01/2016.

Holdings Entiy
Use the tabs to enter holdings for a model portfalio. The default entry method is percentage. Assign weights to the members of your model portfalio by typing values into the percent
column. You can choose to ertet by Shares of by Amourt hom the Entst By Action menu
Stock/Fund
Action~ | Enter By~ | + Add | g Refresh Price | & Edit Definition Master | EUR Equiv. Total Amount: 10,000.0C Total Weight: 100.00
0 Symbel Name. Inosption Date | HumberofShares | EUREa:
Amaunt
01 @, Invesco Euro Equity 4 EUR Aco 02/10/2015 1.37 1ia
0= 1SP& @, iShares STOXX Global Sel Div 100 [DE) 25/03/2003 57.89 1k
mE] @, Invesco Pan Euip Stuct Rspnb Eq EEURAce 30/06/2004 4371 10
e @, Candiiam Sust Pacific ©JPY Cap 15/03/2000 5315 1k
Os @, £ Rosenberg PanErup Eq Alpha 4 EURACE 30/09/1939 7645 1
Os @, Robeco High vield Bonds DH € 17/04¢1338 217 1
Or @, BGF Global Alocation 42 0340141997 2218 1
Os @, Fidelty Special Situstions 17121979 2374 10
Os Q
Omw a
L '
an = v
< >
Feedback Equal Weight Einish>> Cancel Help

Enter weights and
set the date to
01/01/2016

< Note: You can enter positions by weight, amount or number of shares. To do so, click

Enter By and select the appropriate option.
5. Click Finish.

Your portfolio is now saved and opens on screen.

EFile New Favorites Tools Reports Help Search for In This View * Go
Send us feedback
Model Portfolio
B General Settings Action * | View Snapshot + Portfolio 01/01/2016 ~ Edit =
¥ B8 Imported Price/Return .

& CIE & tmport b Export - Edit Data | [K] PDF 4 Refresh

r Namea  Waight Price Source ISIN
(%)
Benchmark:MSCI Europe NR EUR Morningstar Price
ri AXA Rosenberg Pan-Erup Eq Alpha A EURAcc 12.50 Morningstar Price IEOC
e BGF Global Allocation A2 10.00 Morningstar Price Luo
s Candriam Sust Pacific C IPY Cap 15.00 Morningstar Price BEO
ra Cash EUR 5.00 Imported Price Cas
s Fidelity Special Situations 10.00 Morningstar Price GBO
s Invesco Euro Equity A EUR Acc 12.50 Morningstar Price LUt
rz Invesco Pan Eurp Struct Rspnb Eq EEURAce 10.00 Morningstar Price LUD
s iShares STOXX Global Sel Div 100 (DE) 15.00 Morningstar Price DED
s Robeco High Yield Bonds DH € 10.00 Morningstar Price LUl
< >

Al = A B CDEFGHTIJKILMNOPIGQRTSTWUWVWXY Z
Total: 9 B/ selecr=d: 0

Morningstar Direct 2021
© 2021 Morningstar. All Rights Reserved.
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Constructing a Multi-Manager Portfolio

Exercise b: Recording a Change in the Portfolio Composition

We now want to record a change in our portfolio over time. We will therefore create
a new date with the composition of the portfolio on this date and time.

To record a change in the portfolio, do the following:

Portfolio.

Exercise 5: Recording a

My Portfolic Model
© Eile

B Send us feedback

New Favorites Tools

Model Portfolio

E General Settings
} B8 Imported Price/Return
B Holdings Summary

Change in the Portfolio
Composition
1. From the toolbar in your Model Portfolio window, click on the arrow next to Edit > New
- X
Reports  Help Search for In This View * Go
-
© Action~ | View Snapshot - Portfolio 01/01/2016 - Edi .
: 1 - Click on the arrow and
& 1mport 4} Export~ | % Edit Data | [K|PDF ¥ Refresh Edit Portfalio then on New Portfolio
r Name o Weight |__New Partfolio Il =sm
(%) Remove Portfolio
Benchmark:MSCI Eurcpe NR EUR Morningstar Price
i IE0C

AYA Rosenberg Pan-Erup Eg Alpha A EURAcc

—

12.50 Morningstar Price

6. The Portfolio Date Selection dialogue box opens.

~

Enter the date of the change in positions allocation: 15/06/2016.

8. Select Modify Constituents from an Existing Portfolio to copy the previously selected

constituents.

9. Select Retain Weights to work with weights.
10. Choose the original portfolio date you want to work with (only one in this case).

11. Click OK.

Morningstar Direct

IENEIEE

Portfolioc Date Selection

Select portfolio date here.

New Portfolio Date

15/06/2016

Create Blank Portfolio

O Use the highlighted

I Modify Constituents from an Existing Portfolio

options

O Retain Shares

@ Retain Weights

Include Corporate Actions ]

I 02/10/2015

o] |

OK Cancel

MAORNINGSTAR
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Constructing a Model Portfolio

Exercise 5: Recording a Change in the Portfolio Composition

You are taken back to the Holdings Entry dialogue box. We want to remove the last
security from our portfolio.

12. Tick the checkbox next to the name of the last security in your list.
13. Go to Action > Delete Rows.

Holdings Entry

Use the tabs to enter holdings for a model portfolio. The default entry method is percentage. Assign weights to the members of pour model portfolio by typing walues into the percel

column. You can choose to enter by Shares or by Amount from the Enter By Action menu

Position as of | 16/08/2016 [ERd

Stock/Fund

;Enter By~ | + Add e Refresh Price | [ Edit Definition Master | EUR Equiv. Total Amount: 10,000.0C Total Weight: 100.00

r Add Rows Mame Inception Date Percent Mumber of Shares  EUREqu

Delete Rows ) Spen
[, Add Multiple @, A4 Rosenbiera Pan-Erup Eq Alpha & ELIRASe 30/09/1299 1250 B5.03 1im
Oz @, BGF Global Allooation 42 03/01/1997 1000 2314 10
s @, Candriam Sust Pacific C.JPY Cap 15/09/2000 156.00 65.53 1.
(mE? @, Fidelity §pecial Situations 171241973 10,00 26.58 1.0
Os @, Invesco Euro Equity & EUR Acc 02/10/2015 1250 127 1.2
Os % Invezco Pan Eurp Stuct Rspnb Eq EEUIRAC: 3070642004 10.00 47 96 il
(mE 15P4, &, Bhaes ST Global Sel Div 100 [DE) 25/05/2009 15.00 59.43 iH
g &, Robeco High ‘vield Bonds DH £ 17/04/1338 10,00 763 1.4
0 Y

14. Assign 15% to Fidelity Special Situations and BGF Global Allocation A2.

15. Click Finish.

The change in portfolio composition has now been recorded. You can use the Portfolio
drop-down menu to toggle between the dates.

Model Portfolio

E General Settings
» B5 Imported Price/Return
E Holdings Summary

Action = | View Snapshot

& Import ‘Q Export ~
r Name

5% Edit Data

- | Portfolio | MEREIGLE |~
15/06/2016 |
[E] PDF| @ Refreso1/01/2016

Benchmark:MSCI Europe MR EUR

| AXA Rosenberg Pan-Erup Eg Alpha A EURACC
2 BGF Global Allocation A2
3 Candriam Sust Pacific C IPY Cap

4 Weight
(%)

12.50
15.00
15.00

Edit -

Price Source

Morningstar Price

Morningstar Price
Maorningstar Price
Morningstar Price

ISIN

IEOC
LU
BED

Close the Model Portfolio window by clicking on the red cross in the top-right corner.

You are taken back the Model Portfolios section of Portfolio Management.

Use the
highlighted
options

Use this drop-down
menu to toggle
between dates

MAORNINGSTAR
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Constructing a Model Portfolio

Exercise 6: Generating a Growth Chart

We now want to see how this portfolio fairs against its benchmark in a growth chart.
To do so, do the following:

1. Tick the checkbox next to the portfolio you created.
2. Goto Action > Interactive Charts > Desktop-based Charts > Growth.

' New & Import ﬁ‘JiEW Import Job Results

port + efres|

4 Export PDF Refresh

r Save As » Owner Permission Last Up
Add To

v ulie itjean-Fre: ea rite 4
Delete Julie Pet F Read/Writ 038/03/"
View Holdings 3
Reports 3

I Interactive Charts 4 Desktop-based Charts  » I Carrelation Matrix

Presentation Studio Charts 4 Web-based Charts 4 I Graowth
X-Ray Return Bar
Performance Attribution » Return vs Category
Portfolio Analysis Risk/Reward
Send To 4 Rolling Return (Bar)
Share With 4 Rolling Return (Line)
Assign to Folder

My Templates...

The Growth chart displays your portfolio as well as the benchmark you selected.
Various options are available to customise the data, such as Chart View, Initial Value,
Time Range, Currency, etc.

M@ Momingstar Direct --New Chart — O x

{ File Tools Help ¢ % new 3] Clipboard PowerPoint [E] Create POF ik Export Excel [G Save - B Send us feedback

Please note: Microsoft® Silverlight™™ enabled charts will be retired in Q2 2021.
To learn more about the new web-based interactive charts, please click here.

Try New Chart

. Charts~  [» Edit Investments view E2gend ™ pata Table
Add Investment Reset
Chart View Growth 10K v | Initial Value 10,000 Time Range Max Time ¥ Nov 3, 2015 - Mar 6, 2021 Scale Log v
Source Data Default v Ewvent v Tax Method Pre-tax v Currency Eurc v
12K
12.1K
11.6K
10.8K
103
9.7k
2016 2017 2018 2019 2020
"| 2015 2017 2018 2019 2020 ‘ 201|‘
| |
Investment Name Value
I — My Portfolio (Total Return, EUR, Pre-Tax) 11.9K — My Benchmark (Total Return, EUR, Pre-Tax) 12.94K I

Exercise 6: Generating a
Growth chart

MOHNINBSTAH Morningstar Direct 2021
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Constructing a Model Portfolio

Exercise 7: Generating the Portfolio Aggregation report

You can easily generate a report for further quick analysis of your Model Portfolio. This ~ EXercise 7: Generating the

report will give an overview of the portfolio exposure, risk and return, as well as the top

25 stocks within your portfolio.

To generate this report, do the following:

1. From Portfolio Management > Model Portfolios, tick the checkbox next to your
portfolio name.
2. Go to Action > Reports > Portfolio Aggregation.

Morningstar Dim

File MNew Favorites Tools Help ;Price Monitoré

Home
Equity/Credit Research
Local Databases
Global Databases
Performance Reporting
Asset Allocation
Portfolic Management

E Strategies

E Model Portfalios

E Custom Benchmarks

H Accounts

E Account Groups

H Securities Invested
[ Saved Reports

r

Search for

In This View

I

New B Import View Import Job Results ﬁ Export =
Save As b || Cvmes Select the Portfolio
Add To » Aggregation report
Delete Julie Petitjea
“iew Holdings »
Reports ’ Portfolio Aggregation
Charts 4 HE Style Consistency
X-Ray Investment Summary

Performance Attribution 3
Portfolio Analysis

Send To 3
Share With 3

Performance Evaluation
RE Style Analysis

My Templates...

Assign to Folder

The Portfolio Aggregation dialogue box opens. You will notice how the relevant
Benchmark, Risk-Free rate and Currency assigned to the portfolio are selected.
You may decide to add a summary page for each constituent of your portfolio from
the Append constituent summary page drop-down menu.

You can also select partial or all sections of the report.

3. Leave all options as shown in the screenshot below and click OK.
4. Click No on the prompt.

Portfolio Aggregation report

MAORNINGSTAR

© 2021 Morningstar. All Rights Reserved.

Portfolio Aggregation X
Report Settings
Aggregate My Portfolio Find
The Benchmark, Risk-Free rate
chmark MSCIE MR EUR. Find .
penchmar i | rnd | and Currency settings are
automatically filled in
Risk-free rate Euribor 3 Month EUR Find Y
[Currency Eurg ~
Append constituent
Ty pags — = 4 Choose which
Feport Content [+] &l Sections [ Portfolio information to dlsplay
Performance /Risk
Holdings
[ Constituents
Save | oK Cancel Help
Morningstar Direct 2021 16



Constructing a Model Portfolio

Exercise 7: Generating the Portfolio Aggregation report

The Portfolio Aggregation report opens. You can save it by clicking on the Save
icon that appears when havering on the top of the page.

Morningstar Direct - m]
Sawe this report to the Saved Reports area in order to access it later from any location. To e-mail this report directly from this screen, click the E-mail button.
Report Title
| Save Close E-mail Feedback Help
Warningstar Diract™ | Print Dste: 26/02/2020 Page 1 oib
My Portfolio
B H Data as of Currency Risk-Free Rate Benchmark
Portfolio Aggregatlon AMZ020 R - MSC! Eurape NA EUR
Equity Style Box Top 10 Constituents
Stylo Broakdawn Porticlio % Benchmark % & Weighting
E Lamge Vale 130 y24g 1 Candiiam Sust Pacific C JPY Cap 16.14
\arpe Cors 7333 3551 2 iShares STOXX Global Sel Div 100 (DE] 1564
(2] Large Growth 1042 1616 3 BGF Global Allocation A2 1498
3 a
§ ho Mid Vakie 10.09 s g P Speem S e
5 of Mid Core 788 456 T, o
L) Mid Growth 243 527 & AXARosenberg Pan-Erup Eq Alpha A EURAce 1223
=
z Sl Vel o ogn 7 lmvesoo Pan Eurp Struct Aspnb Eq EEURAGe 972
o Small Core 447 pog 8 CashEUR 389
- Small Growth 181 0.00
=
L Large Cap 69.95 8416 . N
Mid-Small Cap 3005 15p4 | Postioio Statistes
Style Bax Valua Factors Fordalia Benchmark
B Value 4866 3840 Price/Prospective Earnings 1357 1444
= Core 35,68 4097 Price/Book 154 1.68
Growth 1486 2143 Price/Sales 108 122
Price/Cash Fi 627 738
DespVaue CoreVake  Slend CoraGrowth Figh Browth © Fotioic @ Fortolio Consttuerts A Benchimark D':“:E;SY‘EIE";; P P
Style Bax Growth Factors.
Long-Term Eaming Growth % B.13 a1
Portfolio Dverview Historical Eamings Growth % 297 515
Composition Portinlia % Benchmark % Equity Sector Breakdown Partflio%  Benchmark % Book Value Growth % 355 329
| Cash 534 000 m reco s oace  Sales Growth % 251 118

Hover at the top of the
page to save the report
to your computer

MAORNINGSTAR
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Constructing a Model Portfolio

Exercise 8: Using the Import function

An Import function is also available for Model Portfolios. This function can save you
a tremendous amount of time in creating new Model Portfolios or updating existing

ones. We are going to record additional changes over time for our current Model

Portfolio.

To do so, you need to create an Excel file with the following information:

>

vVvyvyyy

Date — date of the positions
Portfolio Name — name of your portfolio
Portfolio ID — identifier you entered under General Settings
Identifier — constituent’s identifier
Holdings — constituent’s name
Weight (%) — percentage of the position

< Note: You can also work with Number of Shares/Amounts instead of Weights.

Date

Portfolio Name Portfolio ID

Identifier

Exercise 8: Using the Import

function

The Portfolio Name
and Portfolio ID
ensure the correct
Model Portfolio is
updated

/|

Note the various
dates, indicating 2
changes in our
portfolio

21/09/2016|My Portfolio Portfolio123|IEC008365730 |AXA Rosenberg Pan-Eurp Eq Alp AEUR | 15.00
21/09/2016|My Portfolio Portfolio123 |LUD171283459 |BGF Global Allocation AZ 750
21/09/2016|My Portfolio Portfolio123 |BEO174191768 |Candriam Sust Pacific C Acc 15.00
21/09/2016|My Portfolio Portfolio 123 |GBN003875100 |Fidelity Special Situations 10.00
21/09/2016|My Portfolio Portfolio123|LU1240328812 (Invesco Euro Equity A EUR Acc 1250
21/09/2016|My Portfolio Portfolio123|LU0D194781224 |Invesco European Growth Equity E 1250
21/09/2016|My Portfalio Portfolio 123 |DEODDAOFSUHT (iShares STOXX Global Sel Div 100 (DE) 1250
21/09/2016|My Portfalio Portfolio123 |LUDDB5136942 (Robeco High Yield Bonds DH EUR 750
21/09/2016|My Portfalio Portfolio123|Cash EUR Cash EUR 750
16/03/2017 |My Porifolio Portfolio123|IE0008365730 |AXA Rosenberg Pan-Eurp Eq Alp AEUR | 1250
16/03/2017|My Portfolio Portfolio123 |LUD171283459 |BGF Global Allocation AZ 15.00
16/03/2017 |My Portfolio Portfolio123|BEO174191768 |Candriam Sust Pacific C Acc 1250
16/03/2017|My Portfolio Portfolio123 |GBO003875100 |Fidelity Special Situations 10.00
16/03/2017 |My Portfolio Portfolio123 |LU1240328812 |Invesco Euro Equity A EUR Acc 1000
16/03/2017 |My Porifolio Portfolio123|LUD194781224 (Invesco European Growth Equity B 15.00
16/03/2017|My Portfolio Portfolio123 |DEOODAOFSUHT (iShares STOXX Global Sel Div 100 (DE) 1250
16/03/2017|My Portfolio Portfolio123 |LUDDB5136942 (Robeco High Yield Bonds DH EUR 750
16/03/2017|My Portfolio Portfolio 123 | Cash EUR Cash EUR 5.00
The file contains positions for the same portfolio, but with two different dates,
which indicates a change in the positions on two different occasions.
To proceed with the import, do the following:
1. Download the file used in this exercise by clicking here.
2. From the Portfolio Management module under the Model Portfolios section,
click Import.
I Morningstar Direct
File Mew Favorites Tools Help Search for ‘ In This View - Go B Sen

Home

Equity/ Credit Research
Local Databases Il
Global Databases
Performance Reporting r:
Asset Allocation

Portfolic Management

E Strategies
» E5 Model Fortfolios
» B8 Custom Benchmarks

Actiun'| New

Name

My Portfolio

& Import [

View Import Job Results | @ Export= | [%] PDF | @ Refresh

& Owmer Permission

test benelux Read/Write

Click on Import
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https://advisor.morningstar.com/AWSOE/Training/PortfolioManagement/ModelPortfolioImport_EMEA.xlsx

Constructing a Multi-Manager Portfolio

Exercise 8: Using the Import function

©w o~

From the Import window, double-click on Model Portfolio Holdings. The Model

Portfolio Holdings dialogue box opens.
File Name: browse to select your saved Excel file.
Date format: select the relevant format.
Weight format: in this example, we will select Percentage Format.
Security ID Type can be left on Auto Detect.

Header Row checkbox: leave it selected if your Excel file contains a header row.

Map the Column Code with the Column No. columns.

Model Portfolio Holdings

Model Portfolio Holdings

| C:\Wsers\jpetitj\DesktopModel Portfolio import. xlsx

File Name

Date Format DD MM Y'Y
Security ID Type Auto Detect
Header Row

w Weight Format

L

a,

Percentage Formi

Available Templates

Column Code

Column Na.

Portfolio Date

Column A (Date)

Portfolio Id

Column C (Portfolio ID)

Portfolio Name

Column B (Portfolio Name)

Holding Identifier

Column D (Identifier)

Holding Description

Column E {Holdings)

Select your file and any
relevant settings

Click on the relevant
row in the right column
and a drop-down menu
opens to map items

Share Select...
Price Select...
Market Value Select...
Coupon Select...
Maturity Date Select...
Currency Select...
Weight Column F (Weight (%)) J
Import Cancel
10. Click on Import and the Blotter opens.
Morningstar Direct 2021 19
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Constructing a Model Portfolio

Exercise 9: Mapping Securities

The Blotter is a temporary space where your positions are held until you validate the
information.

You will be notified of any errors or inconsistencies. In this example, a new user-
defined security is highlighted in the left panel.

To work with user-defined securities, do the following:
1. From the Securities section, click New User-Defined Securities.

. File : = Edit Definition Master . Search for - Go
| B Send us feedback
Portfolio
~8 Portfolios i Action| B save {4} Export~ EyPrint| [ Post @ Help
E Mew Portfolios (0/0) r Status  Security Name Ticker Security ID Morningstar  Price
I Existing Portfolios (0/1) LErEd
_ Security Type
= Positions (18)
& Prices (0/0) i m iShares STOXX Global Sel Div 10C DEOODAOFSUH Other Impc

~ &5 Securities

= Morningstar-tracked Securities (0/7
E MNew User-Defined Securities (1/1)

[E Existing User-Defined Securities (0/1)

< >
Al = A B CDEF G H T JKLMNOPOGQHRSTUWV WXV Z
S > | Total: 1 &y selected: 0

Import Interface: Model Portfolio Holdings

The iShares STOXX Global ETF is flagged in red with a warning sign.

When importing stocks and ETFs, you will be prompted to map the exchange for that
particular investment. Once done, this will be mapped in Security Definition Master and
you will not be required to do this again for this Model Portfolio.

2. Double-click on the red warning sign. The Select the matching security window opens.

< Note: The Representative Performance Stream column identifies the primary listing
for this ETF.

3. Select the primary class, indicated by a Yes under the Representative Performance
Stream column.

& Note: If you click Save as User-Defined, this will be saved in Definition Master and
the system will remember this information during the next import for this model
partfolio.

4. Click OK.

Select the matching security here

Multiple matchings have been found for the following securities. Select the proper security to be matched and cick on “OK™, or
Click on ™Save As User Defined™ to ceat as user defined security if 2 proper matching is not found.

Morningstar | Morningstar Mapped MsSecld Security Type | Security ID | Currency Status ive ||Exchange Name ~
Ticker Hame

Oz [1sPA iShares STOXX Global [ 0P000OM7SU [ ETF D38039109 [EUR Active No [DEUTSCHE BOERSE AG

[Jz |SDGPEX iShares STOXX Global | 0PODO17T4T | ETF D38039105 |EUR Active No [SWISS EXCHANGE

13 |1SPA ishares STOXX Global  [FOD000SGVD | ETF D38039109 |EUR Active Yes |DEUTSCHER KASSENVERE

Exercise 9: Mapping
Securities
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Constructing a Model Portfolio

Exercise 9: Mapping Securities

5. Click Save.

A prompt confirms the changes were saved, and there is no more warning under New

User-Defined Securities on the left navigation panel.
6. From the toolbar, click Post.

7. When prompted, click OK and close the Import window by clicking on the red cross in

the top-right corner.

You are taken back to the Model Portfolios section.

Open your portfolio and notice how the dates were successfully recorded.

My Portfelic Medel

File MNew Favorites Tools Reports Help Search for In This View

B Send us feedback

Model Portfolio

E General Settings Action = | View Snapshot + |Portfolio | EIOEIEIEY

—— 16/03/2017

E Holdings Summary & tmport i} Export~ | 55 Edit Data | [E] PDF | g% Refres 51 /05/2016
r Name 15/06/2016

01/01/2016

» &8 Imported Price/Return

> Go

Benchmark:MSCI Eurcpe NR EUR

Edit =

Price Source

Morningstar Price

ISIN

i AXA Rosenberg Pan-Erup Eq Alpha A EURAcc 12.50 Morningstar Price IEQL
2 BGF Global Allocation A2 15.00 Morningstar Price LUD
| ] Candriam Sust Pacific C JFY Cap 12.50 Morningstar Price BED
4 Cash EUR 5.00 Imported Price Cas
s Fidelity Special Situations 10.00 Morningstar Price GBO
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Constructing a Model Portfolio Appendix A: Tips when Importing ETFs and Stocks

Stocks and ETFs are listed on multiple exchanges in the Morningstar Database. Appendix A: Tips when

When importing this type of investments using ISIN, you will be prompted to select the Importing ETFs and Stocks

right exchange during the import process, as seen in Exercise 9: Mapping Securities.

Morningstar Direct offers a couple of options to deal with situation when importing
Model Portfolios:

» Use Secld as identifier during import: an ETF/Stock listed on multiple exchanges
will have a different Secld depending on the exchange it's listed on. By using
the Secld as identifier for the ETF/Stock on the specific exchange you require in
your import file, Morningstar Direct will automatically select the appropriate

exchange.
Date  Portfolio Name Portfolio ID  Identifier Holdings Weight
(%)

21/09/2016| My Paortfolio Portfolio123 |IEOD0B365730 |AXA Rosenberg Pan-Eurp EQ Alp AEUR | 15.00
21/09/2016(My Portfolio Portfolio123 [LUD171283459 |BGF Global Allocation A2 750
21/09/2016| My Paortfolio Portfolio123 |BED174191768 |Candriam Sust Pacific C Acc 15.00
21/09/2016(My Portfolio Portfolio123 |GBOD03875100 |Fidelity Special Situations 10.00
21/09/2016|My Portfolio Portfolio123 [LU1240328812 |Invesco Euro Equity A EUR Acc 1250
21/09/2016| My Portfolio Portfolio123 |LUD194781224 |Invesco European Growth Equity E 1250
21/09/2016(My Portfolio Portfolio123 [FO0D0005GVD  |iShares STOXX Global Sel Div 100 (DE) 12.50
21/09/2016(My Portfolio Portfolio123 LU00B5136942 |Robeco High Yield Bonds DH EUR 7.50
21/09/2016|My Portfolio Portfolio123 |Cash EUR Cash EUR 7.50
16/03/2017| My Portfolio Portfolio123 |IE000B365730 |AXA Rosenberg Pan-Eurp EQ Alp AEUR | 1250
16/03/2017| My Portfolio Portfolio123 [LUD171283459 |BGF Global Allocation A2 15.00
16/03/2017| My Portfolio Portfolio123 |BED174191768 |Candriam Sust Pacific C Acc 1250
16/03/2017| My Portiolio Portfolio123 |GBOD0D3875100 |Fidelity Special Situations 10.00
16/03/2017| My Portfolio Portfolio123 |LU1240328812 |Invesco Euro Equity A EUR Acc 10.00
16/03/2017| My Portfolio Portfolio123 |LUD194781224 |Invesco European Growth Equity E 15.00
16/03/2017| My Portfolio Portfolio123 [FOD0005GVD  |iShares STOXX Global Sel Div 100 (DE) 12.50
16/03/2017| My Portiolio Portfolio123 LUO0B5136942 |Robeco High Yield Bonds DH EUR 7.50
16/03/2017| My Portfolio Portfolio123 |Cash EUR Cash EUR 5.00

» Use the ETF/Stock listed on the primary exchange. There is an option you can
select to automate this process:

1. Go to File > Set User Preferences > Import tab.
2. Select the checkbox for Auto-Select Representative Performance Stream
Investments.

This option will automatically select ETFs and Stocks on their primary listing when
importing Model Portfolios.

MOHNINGSTAH Morningstar Direct 2021 27
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Constructing a Model Portfolio

Appendix A: Tips when Importing ETFs and Stocks

» Another option is to apply filters for Exchanges and Currencies when running an

import.

When importing a model portfolio with ETFs/Stocks on various exchanges, you can
assign a preferred order in your exchange and currency selection.

To use this function, do the following:

=L -

Go to File > Set User Preferences > Import tab.
Under the Choose your investment matching filter settings, click Set Exchange Filter.
Click Add/Remove Exchanges.
. As an example, select the following exchanges:
» Euronext Paris S.A., FRA
» Euronext Amsterdam, NLD

» Borse Berlin — Freiverkehr, DEU

5. Select Import Match.

Set Exchange Filter

Our system will attempt to map your imported securities to Morningstar-tracked securities. You can configure the security
matching process by selecting the exchanges where your securities are trading below. The process will pick the first match from
the selected exchange list according to your selected order.

Use selected countries fexchanges/currendies as default for security matching. Rearder by going to 'Add/Remove' dialog box.

Selection Import | *
Order Exchange Code Exchange Name Match
1 EXSSESXPAR EURONEXT PARIS S5.A. FRA
2 EXSSSSXAMS EURONEXT AMSTERDAM NLD
EXSSSEHERB BORSE BERLIN - FRENERKHER, DEU
Help Add /Remove Exchanges Save + Close Cancel

By setting up those filter options, any ETFs/Stocks listed on those exchanges will be
mapped to them during import, in order of preference.

You could apply a similar mapping by currencies, which can be useful for multi-
currency open-end funds sharing the same ISIN.

MAORNINGSTAR
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Constructing a Model Portfolio

Appendix B: Using Combined Series

A Combined Series option exists for Accounts, Model Portfolios and Custom
Benchmarks, but this tends to be more used for Custom Benchmarks.

Combined Series deal with manipulating return series rather than having holdings with
different weights or market values like a traditional model.

The Combined Series options are as follows:

» Arithmetic Addition/Subtraction: add or subtract the returns of two series
(usually used for combining indexes). For example, the S&P 500 returns 12% and
the US Agg returns 2%. The combined series of these two would show a return
of 14%.

» Geometric Addition/Subtraction: same as the above except that it takes
compounding into account.

» Arithmetic Addition/Subtraction of a Constant: take a base series (usually an
index) and add or subtract a constant value. This can be applied daily, monthly,
quarterly, semi-annually or annually. For example, Euribor 3 Months returns +/-
2%.

» Geometric Addition/Subtraction of a Constant: same as the above except that it
takes compounding into account.

» Currency Hedging: using derivatives to eliminate (hedge away) the risk of
currency rates changing.

@ Note: Important side note: Combined Series models cannot be added as a holding in
another model. For weighted blends, you would create a non-combined series model
and add the two underlying models as holdings, weighting them, for example, at 60%
and 40%.

As an example, we will create an addition of 2% annually to a risk-free rate. Do the
following:

1. From the Portfolio management module, click Custom Benchmarks.

2. Click New. The Benchmark Basics window opens.

3. Inthe Name field, type “Euribor +2%".

4. Under Combined Series, click the Yes radio button to activate this function.

& Note: As you activate this function, all options under the Combined Series: No
section are greyed out.

5. Under Base Series, click the magnifying glass. The Select Series window opens.

6. In the Find By search field, type “Euribor 3 m” (or any other risk-free name of your
choice).

1. Click Go.

8. Select Euribor 3 Month EUR.

9. Click OK. You are returned to the Benchmark Basics window.

Appendix B: Using
Combined Series
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Constructing a Model Portfolio Appendix B: Using Combined Series

10. Using the Operator drop-down menu, select Arithmetic addition of a constant. The
Constant % field appears.

11. In the Content % field, type 2.

12. Using the Per drop-down menu, select Annually.

Benchmark Basics

Enter general benchmark information here.

Combined series O No

Combined series:Yes

Base series Euribor 3 Month EUR

<P

Select options as

Operator Arithmetic addition of a constant shown here

Constant % 2.00

Per Annually

<

Combined series:No

Currency

Benchmark 1

Benchmark 2

o

Risk free proxy
Portfolio ID

Performance source A

Save Cancel Help

13. Click Save.

You have now created a custom benchmark composed of a risk-free rate +2% annually.
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