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What Is
Personal
Strategy?
Personal Strategy is a globally
diversified multi-asset-class
portfolio built with individual
stocks and ETFs, designed and
managed specifically for you.

PERSONAL STRATEGY
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How does
it work?
All our model portfolios utilize our
proprietary Smart WeightingTM
methodology and are designed to
maximize return for a given level of risk.

Your portfolio personalization starts with
our strategy selection algorithm. It’s driven
by factors unique to you that are pulled
from your investor profile and Retirement
Planner in the Dashboard.

We monitor and maintain a dynamic
portfolio allocation as your financial
situation evolves over time. Customizations
can be accommodated to match your
preferences, and portfolio implementation
is sensitive to your current tax situation.

Tax optimization and disciplined
rebalancing are opportunistically
driven at the individual level.

The result is a sophisticated,
transparent and custom portfolio:
Personal Strategy.

PERSONAL STRATEGY

We start by taking
a 360-degree view
of your finances
from our real-time
account aggregation
information.
Then, we work with you to identify and quantify
your goals using our Retirement Planner tool.
Before selecting a strategy, we use this
information to build an investor profile that
enables us to assess your financial ability,
willingness, and need to take risk in your
investment portfolio. We monitor and maintain
your Personal Strategy over time, and our
technology alerts us when a change in strategy
is needed. If a material change in asset
allocation is recommended, we’ll inform you.
By combining our robust technology with the
expertise of our financial advisors, we can
deliver a truly personalized solution. A strategy
that’s directly linked to your financial goals, with
enhanced diversification that can ultimately
lead to a better financial outcome for you.
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Benefits & Cost
A cost-benefit analysis of our personalized
approach to wealth management.

Enhance your annual return by up to:

Tax
Optimization

Disciplined
Rebalancing

1.00

%1

Smart
Weighting

0.39

%

PERSONAL STRATEGY

0.20

%2
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1.50

These are the average costs for a client of our
Wealth Management service. Your costs could
be higher or lower depending on the value of
your assets and your specific circumstances.

ADVISORY FEE

Behavioral
Coaching

TM

Financial
Planning

Our Costs

%
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0.49 - 0.89%*

AVERAGE ETF FEES

0.08%

COMMISSIONS

0.00%

ACCOUNT FEES

0.00%

TOTAL FEES

0.57 - 0.97%

*Based on assets under management

Financial planning is a core part of our offering and is
included in our services at no additional cost. Some advisors
charge hourly rates for these types of services that usually
range from $150 to $400 per hour. That means you could
expect to pay anywhere from $2,000 to $5,000 for a single
planning item like generating a retirement plan.5
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Tax
Optimization

Our sophisticated tax-optimization process focuses on three key
areas: asset location, tax-loss harvesting, and tax efficiency. We avoid
tax-inefficient mutual funds altogether in favor of stocks and exchangetraded funds. We also locate income-generating assets in tax-deferred
accounts to reduce taxes owed on dividends paid, increasing the
efficiency of your portfolio. We are also able to identify and sell
individual securities with unrealized tax losses to offset taxable gains,
further optimizing taxes associated with your investment portfolio.

Disciplined
Rebalancing

We review portfolios daily for rebalancing opportunities, and we routinely
make adjustments to maintain appropriate weights across the various asset
classes, sectors, styles, and sizes. This provides the potential for enhanced
returns by creating a systematic way of buying low and selling high. This also
avoids emotional decision-making, which is often a key contributor to poor
performance.

Smart
Weighting

Capitalization-weighted indexes often lead to substantial, arbitrary bets
on overvalued areas of the market. Smart Weighting provides more even
exposure to factors such as size, style, and sector, ultimately providing better
diversification for clients. In hypothetical back-tests, it has shown higher
return and lower standard deviation (a measure of risk) than the S&P 500.

Behavioral
Coaching

Money can be emotional, and emotional decisions usually lead to bad
outcomes. Our behavioral coaching is designed to guide you to the most
informed decisions possible. If we can help a client avoid a crucial bad
decision even just once in a lifetime, then that client will typically be
significantly better poised to achieve their long-term goals. For example,
most individual investors lag the market, primarily due to poor decisionmaking with their investments. Many times, utilizing an impartial advisor
can reduce or eliminate emotional reactions and result in better outcomes.

Financial
Planning

Financial planning is a core aspect of our offering. We’re changing the way
it’s delivered to clients through our holistic understanding of their finances.
Our powerful tools make this possible. If you were to purchase these services
a la carte from another provider, it would not be unusual to pay several
thousand dollars or more.

TM

PERSONAL STRATEGY
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Data-Driven
Strategy
Selection

Time horizon
& goals

Education

Retirement
age

Factors that
influence your
personalized
portfolio
Health
status
Tax
laws

Other
assets

Legacy
goals

Moving

Beliefs &
life stage

Age

Net worth
& income

Marital
status

Risk
tolerance

Pensions
& social
security

Mortgage
Inheritance

PERSONAL STRATEGY

To ensure that your portfolio is
as personalized as possible, we
incorporate several different data
points into our strategy selection.
We run complex calculations
behind the scenes to generate
some of the important factors that
drive our algorithm.

Growth
rate
needed

Expected
withdrawal
rate
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How we build
the right
portfolio for
you...

Have you ever wondered if you are in
the appropriate portfolio with the right
amount of risk?
At a high level, these factors give us
the capacity to assess your financial
ability, willingness, and need to take
risks. These three components make
up your investor profile that evolves
over your life cycle.

Investor
Profile

Financial
Ability
•
•
•
•
•
•
•
•

Time horizon
Life stage
Net worth
Net assets
Future cash flow needs
Liquidity needs
Flexibility
Investment objectives

Personal
Willingness

Financial
Need
•
•
•
•
•
•

Asset base
Net savings
Retirement spending
Cost of other goals
Projected cash flows
Market assumptions

Risk Tolerance
Input on your Dashboard

Willingness to take risks

PERSONAL STRATEGY
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Dynamic Portfolio Allocation
We implement and maintain a dynamic portfolio allocation for you that
changes over time as your financial situation evolves.

Joe
Sara
GROWTH

1

1

1

2

2

John

STABILITY

2

30

32

34

36

38

40

42

44

46

48

50

52

ACCUMULATION
RISK TOLERANCE

Conservative
1

John gets married, has two kids and is
now 49. He decides to delay
retirement to age 70, and adds a new
spending goal to his plan for college
tuition. His return need is now high.

54

56

58

60

62

64

66

68

70

TRANSITION

Moderate
1

72

74

76

78

80

82

84

86

88

90

92

DISTRIBUTION

Aggressive
1

Sara is now 59, and has been very
successful in her career. Her return
need is now low, and she decides
to retire at 61. Her expected
withdrawal rate is low, at 2.5%.

Joe gets divorced at age 65, but decides
to retire anyway despite the financial
hit. He is willing to be flexible, though,
since he now has a much higher
expected withdrawal rate of 6.5%.

Shift portfolio allocation toward more
stability over growth now that Sara is in
a good position to retire early. Still
maintain decent exposure to growth to
cover a longer retirement period.

Joe needs a higher return from his portfolio
for it to be able to support him. This, along
with his flexibility and aggressive risk
tolerance, warrant shifting his portfolio
toward growth despite entering retirement.

EXPLANATION

Shift allocation to higher growth for
higher return need, and longer time
to retirement.

2

2

2

John is now 68, and will retire at 70.
The strong bull market over the last
decade plus additional working years
helped his portfolio grow. He now has
a low expected withdrawal rate for
retirement: 1.5%.

Sara is now 81 and knows she won’t
be able to spend all her money, so
she wants to leave whatever is left
over to charity after her death.

Joe unexpectedly inherits some money
at age 75, bringing his expected
withdrawal rate down to 4%.

Shift allocation toward more stability over
growth now that John is about to retire and
is very well positioned for his portfolio to
last through a long retirement.

Sara’s high liquid net worth relative to her
spending allows her to add some growth to
her portfolio with the hope of increasing
her future charitable contribution without
jeopardizing her retirement.

Shifting his portfolio toward more
stability, even with Joe’s aggressive risk
tolerance, make sense now because of
his lower expected withdrawal rate and
shorter time horizon.

PERSONAL STRATEGY
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Portfolio
Customization
& Implementation
Our personalization process
goes beyond strategy selection.
We take it a step further
by accommodating your
preferences and unique tax
situation. Our ultimate goal is
to implement a plan you feel
comfortable with.

Common customizations
available to clients:
Custom portfolio implementation plans
Custom tax implementations
Socially Responsible Investing
Multiple strategies within a single household
Security substitutions and equivalence
ETF only
Legacy positions
Concentrated positions
Company stock divestment plans
Restricted buy/sell list
Asset allocation alterations (e.g., sector/industry)
Individual muni bonds*

*Available to Private Client Group clients who meet certain
requirements and only when deemed an appropriate investment.

PERSONAL STRATEGY
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Personal Strategy

Dashboard
View
Get a transparent, real-time
view into how we’re managing
your money, right from your
Dashboard.
You can see all activity specific
to your Personal Capitalmanaged accounts: trades,
trade reasons, performance,
portfolio income and balance,
hypothetical projections,
monthly statements, and more.
This is just one of the many
client-only financial tools you
can access on our Dashboard.

PERSONAL STRATEGY

10

Disclosures
FOOTNOTE 1 Katie Rushkewicz Reichart, “How Tax-Efficient Is Your Mutual
Fund?” Morningstar (February 15, 2010), www.morningstar.com/articles/308356/how-tax-efficient-is-your-mutual-fund. Average tax cost is
calculated based upon Morningstar data for all domestic equity stock funds
with 15 years of performance history as of September 30, 2014. Calculations
assume account is not liquidated at the end of the period. When after-tax
returns are calculated, it is assumed that an investor was in the highest
federal marginal income tax bracket at the time of each distribution of
income or capital gains. State and local income taxes are not reflected in
the calculations. After-tax distributions are reinvested, and all after-tax
returns are also adjusted for loads and recurring fees using the maximum
front-end load and the appropriate deferred loads or redemption fees for
the time period measured.
FOOTNOTE 2 We performed a hypothetical back-test using historical market
returns for the six major liquid asset classes: U.S. stocks, international stocks,
U.S. bonds, international bonds, alternatives and cash. We then selected
six of the commonly utilized model client asset allocations, ranging from
highly aggressive to conservative, and ran a performance analysis from
1970 to 2019. Two sets of returns were calculated for each asset allocation:
one with annual rebalancing and one without. Out of all portfolio outcomes,
the annually rebalanced portfolios generated a performance benefit of
up to 0.2%.
FOOTNOTE 3 We performed a hypothetical back-test using historical market returns from stocks in the S&P 500 and Russell 2000 indexes. Based on
available data, the hypothetical results are time-linked equal returns of size,
style and sector indexes. From 1991 to 1995, results are calculated using an
average of equal-weighted S&P sectors and an equal weight of the S&P
500 and Russell 2000. From 1996 to present, results are calculated using
an average of equal-weighted S&P sectors and the nine Russell style box
indexes. Results assume the reinvestment of dividends. These retroactive
results do not include the effects of cash flows, fees, commissions or taxes,
all of which would have affected the returns. Using this methodology, the
annualized return for the S&P 500 was 10.4% and the return for the equalweighted strategy was 11.1% (period: 12/30/90 – 12/31/19). Taking this 0.7%
difference and assuming a 55% U.S. equity weighting for a growth strategy,
the potential annualized benefit is 0.39%. All investments are subject to the
risk of loss. This information is intended only to illustrate a potential index
strategy. Past returns are no guarantee of future performance. There can
be no assurance that any strategy will be profitable, or that the equal
weighting approach described above will perform better than the S&P
500 or other market-weighted index. Actual results for Personal Capital’s
Composite Personal Strategies are available upon request.

PERSONAL STRATEGY

FOOTNOTE 4 Vanguard Advisor’s Alpha: “Quantifying Your Value to
Your Clients” (September 2019), www.advisors.vanguard.com/iwe/pdf/
FASQAAAB.pdf.
FOOTNOTE 5 Jesse Neugarten, “What Fees Do Financial Advisors
Charge?” Investopedia ( January 10, 2020), www.investopedia.com/ask/
answers/091815/what-fees-do-financial-advisors-charge.asp.
This communication and all data are for informational purposes only and
do not constitute a recommendation to buy or sell securities. You should
not rely on this information as the primary basis of your investment,
financial, or tax planning decisions. You should consult your legal or tax
professional regarding your specific situation. Third-party data is obtained
from sources believed to be reliable. However, Personal Capital Advisors
Corporation cannot guarantee that data’s currency, accuracy, timeliness,
completeness or fitness for any particular purpose. Certain sections of this
commentary may contain forward-looking statements that are based on
our reasonable expectations, estimates, projections and assumptions.
Forward-looking statements are not guarantees of future performance
and involve certain risks and uncertainties, which are difficult to predict.
Past performance is not a guarantee of future return, nor is it necessarily
indicative of future performance. Keep in mind investing involves risk. The
value of your investment will fluctuate over time and you may gain or lose
money. Any reference to the advisory services refers to Personal Capital
Advisors Corporation, a subsidiary of Personal Capital. Personal Capital
Advisors Corporation is an investment advisor registered with the Securities
and Exchange Commission (SEC). Registration does not imply a certain level
of skill or training nor does it imply endorsement by the SEC.
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Appendix

Factors to Consider
for Determining
Strategy Selection
INPUT

ASSOCIATED FIELDS

EXPLANATION

GENERAL RULE OF THUMB

Time
Horizon

Age, retirement age,
life expectancy

Period up to retirement
and retirement period

A longer investment
period means a higher
ability to take risks

Return
Need

All Retirement Planner
inputs, portfolio value,
cash flow–related items

Estimates required return
in portfolio to meet
Retirement Planner goals

A higher return need,
means the need
to take more risk

Expected
Withdrawal
Rate

All Retirement Planner
inputs, portfolio value,
cash flow–related items

Estimates cash flow
needs from portfolio
(<10 years to retirement)

A higher expected
withdrawal rate means a
higher ability to take risks

Risk
Tolerance

Risk tolerance selected
by client on Dashboard

Measures client’s
“willingness” to take risks
and acts as a constraint
for strategy selection

A higher risk tolerance
means a higher
willingness to take risks

Net worth and future
cash flow needs

Wealth gauge; net
worth ratio = net nonliquid assets/retirement
spending (>12 is high)

A higher net worth and net
worth ratio mean a higher
ability to take risks and a
lower need to take risks

Legacy priority selected
by client on Dashboard

Importance
of leaving
money behind

High if yes; tends to
need to take risks

Net Worth/
Net Worth
Ratio

Legacy

PERSONAL STRATEGY
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Strategy Selection
Philosophy
In order to select the appropriate
strategy for a client we calibrate
their ability to take risk, return
needed, and risk tolerance.
This means carefully balancing
risk tolerance with longevity
risk. Longevity risk is the risk
of running out of money by
outliving your portfolio.

Ability

Willingness

Need

Balancing Longevity Risk With Risk Tolerance
If Longevity Risk Is:

Effect on Allocation:

High

Tilt toward a higher equity allocation, but with
respect to risk tolerance [if sufficient time horizon]

Mixed

Prioritize minimizing longevity risk
with respect to risk tolerance

Low

Risk tolerance is emphasized as
a strong preference in allocation

PERSONAL STRATEGY
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Redwood City

3 Lagoon Drive, Suite 200
Redwood City, CA 94065

Denver

1099 18th Street, Suite 2400
Denver, CO 80202

San Francisco

250 Montgomery Street, Suite 700
San Francisco, CA 94104

Atlanta

3340 Peachtree Road NE, Suite 825
Atlanta, GA 30326

Dallas

901 Main Street, Suite 4600
Dallas, TX 75202

personalcapital.com

