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Key Takeaways

> Third-party model portfolio assets were USD 943 »  Model portfolios gathered USD 42.6 billion of net » Model portfolios, like other investment services and
billion as of the end of March 2026, a 46% increase inflows in 2025, a 42% increase over the prior year. vehicles, are mixing private and public assets more
over the trailing year and more than triple the amount often.
of Morningstar's first survey in June 2021. > BlackRock accumulated USD 24.2 billion of net
inflows in 2025, more than half of total net flows, » Nearly 70% of firms surveyed already offer or expect
» Model portfolios’ quick asset growth shows how reinforcing its industry dominance. to offer model portfolios with private assets exposure.
important they have become to financial advisors'
practices. » Capital Group, the second-largest model provider, » Interval funds are the clear vehicle of choice, while
reaped nearly USD 12 billion of net inflows. popular exposures include private credit, private real
»  BlackRock remained the largest model portfolio estate, and private equity.

provider with USD 308 billion, or one-third of total
assets in models.

Total Model Portfolio Assets Through Time* Yearly Model Portfolio Total Net Flows** Plans to Offer Models With Private Assets Exposure
M Assets M TotalNet Flows O Yes 20
arch 31,2026 $508 O o :
UsD Under Consideration 1
March 31,2025 [ R
june 30,2023 | o
aroh 31,2022 | s 8
June 30,2021 [ DD =
$0USD $5008 g1 =%
Assets 2023
Source: Morningstar Direct, survey data, author's calculations. Data as of March 31, 2026. Morningstar did not conduct a survey in 2024. See Important Disclosures at the end of this report.

*Includes data from Russell Investments and Columbia Threadneedle as of Dec. 31, 2025.
**18 firms provided flows data for 2025 and 2024; 17 for 2023.
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Key Takeaways

> Exchange-traded funds have become the vehicle of
choice in model portfolios.

» ETFs occupied 55% of model allocations on average
as of March 2026, up from 43% five years before.

> ETFs'intraday liquidity and lower fees make them
more appealing than mutual funds for financial
advisors implementing model portfolios.

> Custom model portfolio assets continue to grow as
advisors increasingly work with model providers to
build more-tailored portfolios that better align with
their clients’ unique needs and circumstances.

> Custom model assets totaled USD 258 billion at the
end of March 2026, a 40% gain on the previous year.

>  Key mechanics of customization include fund
substitutions, adding/subtracting asset classes, and
strategic asset-allocation tweaks.

Morningstar Manager Research | 4

> Model portfolios maintain their fee advantage over
mutual funds. As of year-end 2025, model portfolios'
average 0.35% asset-weighted fee was lower than the
average unbundled mutual fund'’s 0.61%.

> Allocation models, which constitute much of the
model portfolio universe, were about 0.25 percentage
points cheaper, on average, versus the lowest-cost
mutual funds in the five US-focused and five global-
allocation Morningstar Categories. Model fees in this
study do not include the advisor's fee.

Average Model Portfolio Composition (March 2026)

O ETF 554%

\\\‘ O Mutual Fund 34.0%
Stock 8.2%
O Money Market Fund ~ 0.5%

O Bond 04%

O Close-End Fund 03%

O Other 12%

Asset Growth of Top Custom Model Providers

M March 31,2026 I March 312025
Sept. 30 2024 June 30 2023

BlackRock
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Model Portfolio vs. Mutual Fund Fees
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Source: Morningstar Direct, survey data, and author's calculations. Data as of March 31, 2026.

See Important Disclosures at the end of this report.
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What Are Model Portfolios?

Models provide efficiency and scale for financial advisors.



WHAT ARE MODEL PORTFOLIOS?

Model Portfolios at a Glance

This report focuses on model portfolios offered by asset managers or investment
strategists for use as investment blueprints for financial advisors. It does not include
home office models offered by wirehouses or broker/dealers since they are limited to
those firms' advisors.

> Advisors can implement models via third-party platforms or trade themselves
following a paper version of the model.

> The table to the right shows a sample of platforms offering model portfolios.
Services and offerings may differ among providers in each channel, and some
platforms may not fit cleanly into one category. Providers of paper portfolios may
offer their models on platforms in the other four channels.

» Most model portfolios provide asset-allocation, fund selection, and trading
guidance for target-risk strategies, though single-asset-class models also exist.

> Advisors can outsource or build model portfolios themselves, with customization as
a middle ground between the two (See the model portfolio spectrum on Slide 23).

» Different channels offer varying degrees of automation. Advisors following paper
portfolios likely handle trading themselves and have more freedom to customize.
Wirehouse-affiliated advisors and broker/dealers can automate those actions and
may have fewer customization options.

Morningstar Manager Research | 6

Model Portfolio Availability by Channel

Independent Technology Model Paper
Wirehouses Broker/Dealers  Platforms Marketplaces Portfolios
Merrill Lynch  Ameriprise AssetMark Charles Schwab  BlackRock
Morgan LPL Envestnet Nitrogen Capital
Stanley Wealth Group
UBS Raymond GeoWealth SMATrtX Vanguard

James
Model Portfolio Degree of Automation
Wirehouses Broker/Dealers  Independent Model Paper Portfolios
Technology Marketplaces
Platforms

Source: Morningstar.

See Important Disclosures at the end of this report.



WHAT ARE MODEL PORTFOLIOS?

How Advisors Access Model Portfolios

Top Platforms by Model Portfolio Availability
We asked top model providers where they offer their models.

B Independent Technology Platform I Broker/Dealer Model Marketplace Il Wirehouse

Envestnet

LPL

Orion

SMArtX
Vestmark
Fidelity (FMAX)
Merrill Lynch
Morgan Stanley
Adhesion

GeoWealth

Schwab Model Market Center

10 15 20

o
U

# of Responses

Morningstar Manager Research | 7

Our survey of 29 model portfolio providers revealed
how fragmented platform placement is; respondents
named 42 distinct platforms.

Despite the breadth, responses were concentrated,
with only 11 platforms (in the chart to the left)
receiving five or more responses. Envestnet emerged
as the preferred platform.

Independent technology platforms dominated,
capturing roughly 40% of all responses, reflecting
their role as the connective tissue of the model
portfolio ecosystem, accessible to advisors across
many different firms and channels.

Wirehouses, by contrast, appeared far less often, only
gathering 11% of the 148 total responses.

Platform placement matters: being available on the
right platforms determines which advisors can
access a model, and by extension, a provider’s reach.

Source: Surveyed data. Data as of March 31, 2026.

See Important Disclosures at the end of this report.
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The Case for Model Portfolios

> Model portfolios have become a staple for financial advisors, providing efficiency and scale to their practices.
> Advisors recognize the benefits of model portfolios. In the 2026 Morningstar Investor Perspectives survey of advisors, they noted a wide range of benefits with simpler investment
processes, time savings, and ability to focus more on client relationships and planning as the top advantages.

Benefits of Model Portfolios

10%
60%
50% AT%
40%
40% 37%
32% 32% 32%
0
30% 26% 21% 25%
21%
0,

20% 7% 17% 18% 17%
10%

0%

Streamlined investment ~ Overall time savings  Ability to focus more on Scaled portfolio Better performance Reduced investment  Increased productivity ~ Enhanced client trust ~ Easier compliance and Improved client
process client relationships and management tracking decision fatigue and confidence regulatory reporting satisfaction
planning

m 2024 m2026

Source: 2026 Morningstar Investor Perspectives. Data as of May 31, 2026. See Important Disclosures at the end of this report.
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Assets and Flows

Model portfolio assets barrel toward USD 1 trillion.
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Third-Party Model Portfolio Assets Approach USD 1 Trillion

> Third-party model portfolios held more than USD 943 Total Third-Party Model Portfolio Assets Through Time
billion of assets under advisement as of March 31,
2026, a 46% increase since Morningstar's last survey B Asseis
in March 2025.
> Since Morningstar's first survey in June 2021, assets March 31, 2026 9438
have more than tripled and will soon cross the USD 1
trillion mark, signaling how important models have
become for financial advisors. March 31, 2025 646B
> Figures combine survey responses from 32 providers
and assets under advisement reported by more than
50 others; surveyed assets account for 95% of the June 30,2023 4008
total.
» This report doesn't include home office model
) . March 31, 2022 354B
portfolio assets from wirehouses and broker/dealers,
since they are not distributed outside of those firms.
June 30, 2021 296B
$0USD $200B $400B $600B $800B $1T
Assets
Source: Survey data, Morningstar Direct. Data as of March 31, 2026. Includes data from Columbia Threadneedle and Russell Investments as of Dec. 31, 2025. Totals include custom model portfolios. See Important Disclosures at the end of this report.

Morningstar did not conduct a survey in 2024.



ASSETS AND FLOWS

BlackRock Extends Its Lead

Top 10 Model Portfolio Assets by Firm Over Time

Numbers to the right of the bars indicate total assets as of March 31, 2026.
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Morningstar Manager Research | 11

BlackRock still dominates model portfolios, overseeing
USD 308 billion.

>
>

Assets nearly doubled since March 2025.

Strong offerings led by portfolio manager Michael
Gates, growing custom mandates, and a vast network
of relationships with financial advisors contribute to
their sustained dominance.

Model provider SEl reported assets for the first time and
ranked in the top 10 with USD 56 billion, highlighting their
popularity with financial advisors.

Other highlights:

>

Goldman Sachs jumped into 10th place since our last
report, while WestEnd Advisors and Janus Henderson
dropped out.

After a couple of years of stagnation, Vanguard's
model assets grew to USD 33 billion, its largest sum
since our first survey in 2021.

Capital Group overtook Wilshire as the second-largest
provider on the back of continued demand for their
excellent off-the-shelf offerings.

Source: Survey data, Morningstar Direct. Data as of March 31, 2026. Includes data from Columbia Threadneedle and Russell Investments as of Dec. 31, 2025. Totals include custom model portfolios.

*Morningstar Investment Management LLC and Morningstar Investment Services LLC.

See Important Disclosures at the end of this report.



ASSETS AND FLOWS

Three Providers Occupy Half the Market

Morningstar Manager Research | 12

Third-Party Model Portfolio Market Share
BlackRock's share of the market advanced to a third of assets, up from 26% in March 2025.

BlackRock Other Firms
33% 21%

Capital Group
10%

Wilshire
8%

Vanguard
4%

Morningstar
3%

J.P.Morgan
3%

Source: Survey data, Morningstar Direct. Data as of March 31, 2026. Columbia Threadneedle and Russell Investments data as of Dec. 31, 2025.

See Important Disclosures at the end of this report.




ASSETS AND FLOWS

Strong Flows in 2025

> Model portfolio asset flows are challenging to track, but 18 firms* from our survey
provided data. So, while not exhaustive, nearly USD 43 billion flowed into model
portfolios in 2025, an increase of roughly 42% from 2024.

Morningstar Manager Research | 13

> BlackRock claimed more than half of 2025 net inflows, according to the survey.
»  Capital Group saw solid demand with net flows of just under USD 11 billion.

Yearly Model Portfolio Net Flows
Eighteen firms provided flows data.

M Total Net Flows

$508
Usb

$40B

$308 2538

$20B

Total Net Flows

2023

30.1B

2024

42.68

2025

Yearly Model Portfolio Net Flows By Firm
Number to the right of bars indicates 2025 net flows.

W 2025 W 2024 2023

BlackRock R RRRRRBEEBTLILTZZZR 123
Capital Group 1098
Pimco = 20B
Goldman Sachs 148
J.P.Morgan == 138
Vanguard = 108
Thrivent = 098
PGIM Investments = 078
Invesco % (.48
Wilshire 5 028
-$2B $0 $58 $108 $158 $208  $25B
UsD
Net Flows

Source: Survey data, author’s calculations. Data as of Dec. 31, 2025.
*18 firms also provided data for 2024 and 17 for 2023.

See Important Disclosures at the end of this report.
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Launches and Closures

Activity accelerates as model portfolios expand into new areas.



LAUNCHES AND CLOSURES

Model Portfolios Regain Momentum in 2025

Model Portfolio Launches, Activations, and Obsoletes
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Morningstar Manager Research | 15

There were 346 launches in 2025. This was the
highest since 2019 and third-highest on

record. Roughly 80% of them fell into the allocation
category group; the remaining 20% were single-
asset-class model portfolios (equity, fixed income,
liquid alternatives, digital assets).

The 510 activations in 2025 were the second-highest
ever, trailing only 2021's 1,044.

The 125 closures in 2025 exceeded the 10-year
average of 68 but fell below 2022-24's surge. 2024
remains the only year with more closures than
launches.

The first quarter of 2026 alone recorded 363
activations and 88 closures. Launches have been
more muted, at 21.

Despite ongoing pruning, the number of model
portfolios reported to Morningstar has grown steadily,
averaging growth of 9% per year from 2016 to 2025.

Source: Morningstar Direct, author's calculations. Data as of March 31, 2026.

See Important Disclosures at the end of this report.
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Notable Launches in 2025-26

Going Private

> BlackRock Multi-Asset Income Private Market model portfolios launched in

September 2025 and allocate 10% to 20% of assets to BlackRock Credit Strategies
CREDX, the firm's closed-end private debt fund.

CAM WealthBlox Private Markets model portfolios, launched May 2025, consist
entirely of interval funds and a tender-offer fund (KKR Real Estate Trust KRSTX)
that invest in private equity, private debt, and direct real estate/infrastructure. They
use other firms' funds, including KKR, Cliffwater, Calamos, Franklin, and Meketa.

In March 2026, Fidelity also launched Fidelity Model Portfolios with Private
Markets and Fidelity Model Portfolios with Private Markets—ETF Focused.

More Guidance in Bonds

>

DoubleLine launched three open-architecture fixed-income models in March
2025: DoubleLine Intermediate Fixed Income, DoubleLine Multi-Sector Fixed
Income, and DoubleLine Short Duration Fixed Income. These portfolios combine
in-house funds with funds by Fidelity, State Street, and BlackRock.

Vanguard launched a series of target-maturity corporate bond portfolios in
March 2026: Vanguard 0-3 Year, 0-5 Year, 0-7 Year, and 0-10 Year Target Maturity
Corporate Bond Portfolios. These portfolios mix Vanguard Intermediate-Term
Treasury Index VGIT with a collection of in-house target-maturity corporate bond
ETFs.

Diamond Hands

>

Digital assets firm Bitwise launched six model portfolios in January 2026, including
Bitwise Select Crypto Market Portfolio, which includes the firm's cryptocurrency
index ETF Bitwise 10 Crypto BITW and a thematic crypto equity ETF Bitwise Crypto
Industry Innovators BITQ.

Synergy Focused Digital, which launched in May 2025, mixes cryptocurrency ETFs
and public companies that the firm deems to have material business operations in
the cryptocurrency and digital assets space.

Franklin Templeton's Core Multi-Manager + Digital Assets model portfolio
allocates roughly 1% to 6% of assets to Franklin Crypto Index ETF EZPZ.

Make It ETF

>

Several large asset managers rolled out ETF-only counterparts to their allocation
portfolio suites. Capital Group's ETF models launched in January 2025, including
Capital Group ETF Growth and Capital Group ETF Growth and Income models;
Vanguard's Core ETF allocation models debuted in June 2025; T. Rowe Price Blend
ETF target-risk models came out in October 2025.

Even outside of allocation portfolios, several new launches were ETF-only—
including DoubleLine's fixed-income portfolios and Franklin Templeton's
multimanager portfolios with digital assets—reflecting growing demand for ETF-
based solutions.

Source: Morningstar Direct.
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Fees

Model fees hit a new low in 2025, widening their advantage over mutual funds.
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Understanding Model Portfolio Fees

> Fees are a key driver of long-term investment results and remain a central consideration for advisors when evaluating model portfolios.

> Model portfolios typically derive their cost advantage over mutual funds from the use of lower-cost underlying vehicles, particularly ETFs. Lower costs have been a key driver of
model portfolio adoption, particularly for multi-asset allocations.

> The following analysis compares the Morningstar prospective acquired fund expense data point for models, which is the asset-weighted average of the underlying holdings'
net expense ratios, with the prospectus-adjusted expense ratios for mutual funds, using Morningstar’s Clean Share—Service Fee Arrangement classification. This framework
groups mutual fund share classes into three categories:

o Bundled: Mutual fund share classes that include distribution-related payments such as load-sharing arrangements or payments to third parties for distribution fees.

o Semibundled: Mutual fund share classes that do not pay third-party distribution fees or engage in load-sharing arrangements. However, these share classes may still pay
third parties for subtransfer agency services or participate in revenue-sharing arrangements.

o Unbundled: Mutual fund share classes that do not make payments to third parties, either through share-class expenses or revenue-sharing arrangements.

> Model portfolio fees reflect underlying fund costs only and do not include additional fees that advisors or platforms may charge. Therefore, comparing model fees to mutual
fund unbundled fees is most appropriate.

» Multi-asset model portfolios dominate the model portfolio universe and compete aggressively with mutual funds on price.

Source: Morningstar. See Important Disclosures at the end of this report.
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Fees Within the Allocation Morningstar Categories

Morningstar Manager Research | 19

> US-focused allocation models are the lowest-cost -
option across all categories, with fees tightly clustered Average Fees by Allocation Category
between 0.33% and 0.40%.

M Models M Mutual Fund: Bundled Mutual Fund: Semibundled Mutual Fund: Unbundled
» The fee advantage over unbundled mutual funds, the

160

fairest comparison, ranges from 0.08% to 0.40%
depending on the category, with the gap widest in o 138
aggressive allocations. 1.40 198 198 130 131
» Bundled mutual funds remain the most expensive 120
structure by a wide margin, averaging more than '
1.30% across all categories, almost 4 times the cost of .
the average model portfolio. 1.00 0.91
0.84
o 076 0.80
0.80 0.71 . :
_ 0.57
060 s 0.53
s ' 043 040
% 0.40 0.33
2020
2000

Conservative Allocation  Moderately Conservative ~ Moderate Allocation Moderately Aggressive  Aggressive Allocation
Allocation Allocation

Source: Morningstar Direct, author’s calculations. Data as of Dec. 31, 2025. See Important Disclosures at the end of this report.



FEES

Fees Within the Global Allocation Morningstar Categories

Morningstar Manager Research | 20

Average Fees by Global Allocation Category » Global allocation model portfolios are modestly
cheaper than their US-focused counterparts despite
M Models B Mutual Fund: Bundled M Mutual Fund: Semibundled  Mutual Fund: Unbundled incorporating US and non-US exposures.
140
196 194 » Model fees range from 0.31% to 0.38%, comparable to
1.20 122 1.20 ' US-focused allocation models and well below all
1.20 three mutual fund share-class structures.
- > The fee advantage of global allocation models over
1.00 unbundled mutual funds is most pronounced in more
- 078 aggressive allocation categories, consistent with US-
0.80 0.73 0.72 focused allocation models.
0.68 0.70 068 068 0.70
_ 0.58 0.57
0.60
T— 0.36
= 040
20
2 000
Global Conservative Global Moderately Global Moderate Global Moderately Global Aggressive
Allocation Conservative Allocation Allocation Aggressive Allocation Allocation

Source: Morningstar Direct, author’s calculations. Data as of Dec. 31, 2025. See Important Disclosures at the end of this report.
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Competitive Fees Persist

Morningstar Manager Research | 21

» Models maintained a consistent fee advantage over Models Are Still Cheaper Than Mutual Funds, on Average
mutual funds from 2021-25, even as both have

declined. B VModels B Mutual Fund: Bundled Mutual Fund: Semibundled Mutual Fund: Unbundled

> Model fees fell from 0.42% in 2021 to 0.35% in 2025,
while mutual fund fees also eased slightly across o 135
share classes (bundled: 1.35% to 1.32%, semibundled: 14 132 .33 1.3 132
0.83% to 0.79%, unbundled: 0.62% to 0.61%).

12
» The average fees for both models and mutual funds
have generally decreased over time, but the gap has —
. . : 1.0
remained meaningfully in favor of models. As of 083
December 2025, the average model portfolio costs _ 0.80 0.80 0.80 0.79
0.35%, making it 0.27 percentage points cheaper than 08
the average unbundled mutual fund (0.62%). 0.62 0.62 0.64 0.62 0.61
06
» These figures exclude any additional advisor or =
strategist fees layered on top of models, ETFs, or § 0
mutual funds. 8
502
200

2021 2022 2023 2024 2025

Source: Morningstar Direct, author’s calculations. Data as of Dec. 31, 2025. See Important Disclosures at the end of this report.
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Exchange-Traded Funds and Model Portfolios

ETFs have become models’ preferred vehicle.
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Exchange-Traded Funds Are the Top Underlying Vehicles in Model Portfolios

Underlying Investments of Typical Model Portfolio as of March 2026 » Inthe five-year period between March 2021 and March 2026, exchange-traded
funds overtook mutual funds as the typical model’s top underlying investment
OFETF 554% . : : :
\\\‘ ) vehicle as a percentage of assets. In that time, the average model increased its
O Mutual Fund 340% allocation to underlying ETFs by more than 13 percentage points.
Stock 8.2%
O Money Market Fund ~ 0.5% > Today, the average model portfolio holds more than half its assets in ETFs, while
O Bond 04% mutual funds take up about a third of assets.
O Close-End Fund 03%
O Other 1.2% » The Morningstar Categories represented by ETFs within model portfolios have not

changed much. The large-blend, large-growth, large-value, foreign large-blend,
intermediate core bond, short-term core bond, corporate bond, and diversified
emerging-markets categories accounted for 52% of underlying ETF assets in the
typical model portfolio as of March 2026, compared with 50% five years prior.

Underlying Investments of Typical Model Portfolio as of March 2021

\ O Mutual Fund 430% > ETFs asset-class role in a typical model portfolio hasn't changed much over the
\‘ OFETF 193% period, but there has been a greater shift in active and passive ETFs used within
| Stock 105% models.
O Money Market Fund ~ 0.6%
O Bond 02%
O Close-End Fund 0.1%
O Other 34%

Source: Morningstar Direct and author's calculations. Data as of March 31, 2026. See Important Disclosures at the end of this report.
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ETF Allocations Align With Advisor Preferences

> Financial advisors are increasingly leaning into ETFs at the expense of mutual funds, with ETFs jumping 4 percentage points over the past two years as a share of advisor AUM.
> Most advisors also expect that ETFs will increase as a share of their AUM over the next two years, while more than a third expect the mutual fund share to decrease.
»  Third-party model providers have listened to advisor demand, allocating more to ETFs as the previous page shows.

—— — — — — — — — — "

Advisor AUM Composition, Overall Change of AUM Allocation
0, s, - - - F-"-—---"""-"""-""-""""""""—"—"—"-"—"—"—-"——"——=— ==
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0
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|
60% |
|
. ETFs -
50% | Next2 Years
40% \ /
\\ ___________________________________
30%
20% Mutual Funds -
10% " Next 2 Years
0%
2024 2026
m Mutual Funds = Stocks mETFs mBonds m Model Portfolios mAlts m Other (Insurance, Annuities, CDs, HSAs) W Decrease W Stay the Same W Increase

Source: 2026 Morningstar Investor Perspectives. Data as of May 31, 2026. See Important Disclosures at the end of this report.



EXCHANGE-TRADED FUNDS AND MODEL PORTFOLIOS

Actively Managed ETFs Get More Attention

Active Versus Passive Underlying ETFs in Typical Model Portfolios

M % of Underlying ETFs Passively Managed I % of Underlying ETFs Actively Managed

100%

80%

60%

40%

20%

0%

March 2021 March 2026
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Between 2021 and 2026, the overall balance of actively managed and passively
managed has remained stable, with active management representing 54% of
underlying assets on average compared with 53% five years prior.

Within ETFs, however, active management is gaining traction, rising to 29% of ETF
allocation from just 9% in 2021.

Among underlying mutual funds, there has been no major shift. The average model
portfolio used active management for 94% of the underlying mutual funds.

Model portfolios' increased use of actively managed ETFs has raised the average
cost of the ETFs they use. ETFs in model portfolios averaged a 0.26% prospectus
adjusted expense ratio in March 2026, compared with a 0.22% average in March
2021. Over the same period, the average prospectus-adjusted expense ratio for
mutual funds in model portfolios went down to 0.69% from 0.74%.

Source: Morningstar Direct and author’s calculations. Data as of March 31, 2026.

See Important Disclosures at the end of this report.
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Private Assets in Model Portfolios

Most model providers plan to offer private assets via semiliquid vehicles.



PRIVATE ASSETS IN MODEL PORTFOLIOS

Most Providers Plan to Offer Models With Private Assets

Plans to Offer or Already Offers Models With Private Asset Exposure
Insights from 29 model portfolio providers.

O Yes 20
O No 8
Under Consideration 1

Morningstar Manager Research | 27

Asset managers have been rolling out more semiliquid vehicles, such as interval funds,
that offer private market exposure, and model portfolios have joined the trend.

> Sixty-nine percent of firms surveyed said they currently offer or plan to offer private
market exposure within model portfolios over the next three years, suggesting firms
are shifting from exploration to implementation.

Proponents of private-market exposure say it offers diversification, different income
streams, and more opportunities beyond public markets. Models' growing use of private
assets increases access to institutional-style strategies, but also introduces concerns
about liquidity constraints, valuation complexity, operational oversight, and higher fees.

> Eight firms said they do not currently plan to offer private market exposure within
models, reflecting differing views on implementation, demand, and the role of
semiliquid alternatives.

Source: Surveyed data. Data as of March 31, 2026.

See Important Disclosures at the end of this report.
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How Models Are Incorporating Private Assets

> Among the 20 providers planning to offer models with private assets, 44% expect to
combine internal capabilities with external partnerships, while 33% plan to rely on
internal capabilities and 22% on external partnerships alone.

> Several firms disclosed partnerships with established private markets managers
and distribution platforms, highlighting the importance of external relationships in
growing semiliquid private market offerings. Notable partnerships include:

*

+ Capital Group and KKR

% T.Rowe Price and Goldman Sachs

BlackRock with GeoWealth, Vestmark, and Envestnet
% SEland Carlyle

*

*

> Many firms expect private market allocations to remain moderate: 5% to 10% and
10% to 20% were the most common target ranges.

» The modest allocation expectations suggest providers are taking an incremental
implementation approach, considering liquidity constraints, operational
complexity, valuation complexity, and higher fees.
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How Providers Currently or Plan to Implement Private Market Exposures
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s [

s
o020
200 [

0

2 4 6 8 10 12
# of Survey Responses

Source: Surveyed data. Data as of March 31, 2026.

See Important Disclosures at the end of this report.
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Early Consensus: Preference for Interval Funds and Private Credit

Vehicle Preferences
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> Private credit was the most cited asset class, followed closely by private real estate
and private equity. Private infrastructure received more selective interest.

» The slight preference for private credit likely reflects its lower liquidity risk, income
orientation, and a more defined return profile relative to private equity, making it a
more natural entry point for diversified model portfolios.

> Interval funds were the preferred implementation vehicle, reflecting their balance

between private market access, operational scalability, and periodic liquidity for
advisors and end investors.

» Despite growing adoption, semiliquid private market vehicles still have

disadvantages relative to public market funds, including reduced liquidity, more-
complex valuation processes, operational oversight challenges, and higher fees.

Source: Surveyed data. Data as of March 31, 2026.

See Important Disclosures at the end of this report.
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More Education Is Needed

> While most providers offer or plan to offer models with private asset exposures, Familiarity With Semiliquid or Evergreen Alternative Structures
nearly 40% of financial advisors in the 2026 Morningstar Investor Perspectives

survey said they are not very familiar or not familiar at all with semiliquid funds.
Just 16% said they are very familiar. This lack of familiarity could slow adoption.

»  Within model portfolios, the provider typically selects or manages the private
market vehicles—a key value proposition—but advisors still need to be able to
explain liquidity terms, redemption windows, and fee structures to clients.

> Lower familiarity can impact client communications; in the survey, advisors cited
limited liquidity, high fees, and complexity as the top three challenges they face
when offering alternatives.

= Very familiar = Somewhat familiar Not very familiar = Not at all familiar

Source: 2026 Morningstar Investor Perspectives. Data as of May 31, 2026. See Important Disclosures at the end of this report.
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Custom Model Portfolios

A growing segment.



CUSTOM MODEL PORTFOLIOS

What Are Custom Model Portfolios?

Setting the Scene

> For this research, Morningstar defines “custom” as models managed outside a
provider's off-the-shelf offerings.

» Models can be great solutions, but there is no one-size-fits-all portfolio, and some
advisors may want to tweak off-the-shelf models to better fit their clients” unique
needs or preferences.

» Model providers work with advisors and advisor firms to create custom model
portfolios at the individual and practice levels, typically using their off-the-shelf
models as a starting point.

> As the spectrum on the next page shows, custom models provide a middle ground

for advisors where they can still benefit from the expertise of professional
management and efficiency of model portfolios while having some say.

How Models Are Being Customized

>

By definition, “custom” could mean many things. That said, our research identified
some common customizations across providers:

K/
0'0

Fund/vehicle substitutions
Additional asset classes
Fund lineup consolidation

)
A X4

3

%

K/
0'0

Strategic asset-allocation adjustments
Trading frequency

)
A X4

Fees
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> As part of our survey, many providers said they do not charge any extra fees for
customization or that fees vary based on the mandate.

»  Some providers, such as Janus Henderson, will charge a fee if proprietary products
don't account for a certain percentage of assets, ranging from 30% to 70%.

Minimums

»  While some providers indicated that the minimum account size is typically set by
individual firms or platforms, others do require a minimum level to customize:

/ 7 K/ K/ 7 K/ /
L4 0.0 0'0 0'0 0.0 0'0 L4

/
0‘0

T. Rowe Price: Varies based on the degree of customization.

RiverFront: USD 1 million.

American Century: USD 25 million to USD 50 million over 12-18 months.
Janus Henderson: Typically, USD 50 million but can vary.

SEI: USD 50 million.

BlackRock: USD 100 million.

J.P. Morgan: USD 100 million over 12-18 months.

Capital Group: USD 150 million with at least 70% in Capital Group funds;
threshold can be negotiated.

Franklin Templeton: USD 100 million over 12 months. USD 450 million if
less than half of the portfolio’s assets are proprietary funds.

Source: Morningstar, surveyed data. Data as of March 31, 2026. Corrections (July 13, 2026): Franklin Templeton's minimum account size to customize a model portfolio was changed to USD 100 million over

See Important Disclosures at the end of this report.

12 months from USD 150 million. Capital Group and Franklin Templeton were removed from the list of providers that charge a fee if proprietary products don't account for a certain percentage of assets.
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The Model Portfolio Spectrum
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Strategic Asset
Allocation

Fund Selection

Trading

Fees

Outsource

Advisors can outsource portfolio management by
opting for models from third parties or their own
home offices.

The model provider controls the stock/bond split,
which may not match a client's unique situation.

Overseen entirely by the model provider and could
include all proprietary or active funds, whose
characteristics may be less appealing to some
advisors, but they save time on fund research.

Some platforms will execute trades on behalf of
advisors and their clients for an additional fee.

Asset managers' models don't usually charge
additional portfolio management fees but tend to
use proprietary funds.

Advisors increasingly partner with asset managers
to tailor off-the-shelf models to their clients'
specific needs or preferences.

Advisors may adjust stock/bond splits, fiddle with
underlying exposures, like international equity, or
add new asset classes, like private investments.

Advisors will often swap out the asset manager's
preferred funds for their own choices.

Advisors can allow platforms to trade on their
behalf or conduct their own trades.

There may be an additional portfolio management
fee if the asset managers' proprietary funds fall
below certain asset thresholds in the models.

Build

Building model portfolios from scratch gives
advisors complete control over investment
decisions, but it is also time-consuming and
resource-intensive.

Advisors set strategic allocations based on client
needs or preferences and their market views. No
asset classes are off-limits.

The advisor researches, selects, and monitors the
underlying investments.

The advisor trades on their own.

Advisors' fees include portfolio management, and
they can control the underlying funds’ costs via
strategy and vehicle selection.

Source: Morningstar.

See Important Disclosures at the end of this report.
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Barriers to Model Portfolio Adoption Exist

> The 2026 Morningstar Investor Perspectives survey revealed that 70% of financial advisors utilize model portfolios in their practices, but nearly a third haven't made the step.
> Advisors not offering model portfolios cited preferring customized portfolios and a desire for more control over investment decisions as the biggest reasons. As a middle ground
between outsourcing and do-it-yourself, custom models could address some of the concerns and highlight their appeal.

Model Portfolios Offered in Practice Reasons Advisors Are Not Offering Model Portfolios
60%
50%
40%
30%
22% 0%
20% 7%  17% 1%
0,
10% 7% - o
0
0%
Preference for Perceived lack Highercosts  Limited  Lackof client Concerns Limited Insufficient Model Complemtym Other
customized of control over associated  flexibility in interest about availability of understanding portfolios are integrating
portfolios  investment  with model investment performance  suitable  or knowledge not offered as with existing
decisions portfolios choices consistency models of model  anavailable  systems
portfolios  investment
option at our
firm
Yes m No m 2024 w2026

Source: 2026 Morningstar Investor Perspectives. Data as of May 31, 2026. See Important Disclosures at the end of this report.
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Best Practices for Customizing Models

Do

Morningstar Manager Research | 35

Don't

» Define the investors' objectives and risk tolerance before making any changes.

» Ensure strategic asset-allocation tweaks are within reasonable bands—5 or 10
percentage points—around the original portfolio.

> Ask how allocation changes and fund swaps will affect the portfolio's exposures,
risks, liquidity, and total costs before implementing, especially when considering:

RY

% Substituting active funds for passive ones.
++ Tilting toward higher-octane areas, like growth stocks or high-yield bonds.

R/

¢ Including exposure to cryptocurrencies.

> Consider the tax implications of fund swaps before implementing, since replacing
a fund with embedded gains can trigger a taxable event.

» Document the rationale for any customizations so the portfolio's deviation from the
original model can be explained and defended over time.

Customize for the sake of customizing.

Shift allocations too far from the original model, which may misalign a portfolio
with the investor's objectives and risk tolerance.

Substitute a drastically different fund from a model's recommended strategy; it
could dramatically change exposures.

Add large allocations to volatile assets like cryptocurrencies simply because of
their strong performance. Just a touch of such investments can significantly alter a
portfolio's risk profile.

Make so many changes to the model that it negates the point of choosing a model
in the first place.

Customize portfolios so inconsistently that they can no longer be managed
efficiently at scale.

Introduce less liquid or harder-to-trade exposures without considering rebalancing
and client liquidity needs.

Source: Morningstar.

See Important Disclosures at the end of this report.
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Custom Models Continue Gaining Traction

We collected custom model assets from 23 providers,
totaling USD 258 billion as of March 31, 2026. While not
exhaustive, that growing sum shows there is demand from
financial advisors for more-tailored portfolios.

> Thetotal is a 40% increase since March 2025.

» BlackRock leapfrogged Wilshire over the past year,
growing its custom business by 57%.

»  While providers outside of the top two exhibited
healthy growth over the trailing year, the leading duo
occupies over half of assets.

> We expect to see continued growth as firms expand
their capabilities and services to meet advisor
demand for customized models.
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Growth of Custom Model Assets
Numbers to the right of the bars indicate total assets as of March 31, 2026.

BlackRock

Wilshire

Russell Investments

Invesco

Goldman Sachs

Natixis

John Hancock

Capital Group

J.P.Morgan

WisdomTree

B March 31,2026 M March 312025 [ Sept. 30 2024

$0USD $20B $408B

June 30 2023

$608B

$80B $1008

Source: Survey data. Data as of March 31, 2026. Russell Investments’ data as of Dec. 31, 2025.

See Important Disclosures at the end of this report.



CUSTOM MODEL PORTFOLIOS Morningstar Manager Research | 37

BlackRock and Wilshire Lead the Pack

Custom Models Market Share
Since March 2025, BlackRock has overtaken Wilshire as the largest provider of custom models.

BlackRock Wilshire Other Firms Invesco
34% 29% % 6%

Goldman Sachs Capital ...
5% 2%

Natixis
4% J.P.Morgan
2%

Source: Surveyed data and author’s calculations. Data as of March 31, 2026. See Important Disclosures at the end of this report.



CUSTOM MODEL PORTFOLIOS

Some Firms Specialize in Custom Solutions

Off-the-Shelf and Custom Model Asset Breakdown—Top Providers
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Off-the-Shelf and Custom Model Asset Breakdown — Other Providers
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Custom models represent a meaningful and growing share
of assets for many providers, with several firms deriving
most model assets from custom solutions.

Even the largest model providers are leaning into custom
offerings, using them to complement core model platforms
and deepen advisor relationships.

Custom models account for around 97% of Wilshire's
models’ business compared with the group median of 28%.
The firm's specialization stems from its relationships with
large broker/dealers.

Some large asset managers, like Capital Group and J.P.

Morgan, are still building a presence in custom models,
and custom assets remain a small share of their model

assets.

Source: Surveyed data and author’s calculations. Data as of March 31, 2026.

See Important Disclosures at the end of this report.
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US Allocation Model Portfolios:
Morningstar Medalist Ratings

How Morningstar's analyst-covered allocation model portfolio series stack up.
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Morningstar Medalist Ratings for Model Portfolios

Morningstar Manager Research analysts assign forward-looking, qualitative Medalist Rating Distribution for Models, Portfolio Level
Morningstar Medalist Ratings based on their assessments of strategies' investment R B

merits. The ratings range across Gold, Silver, Bronze, Neutral, and Negative, indicating
the analysts’ confidence in the strategies’ ability to outperform their average
Morningstar Category peers on a risk-adjusted basis net of fees.

—_
[Sx]
o

N
o
o

> InMarch 2019, Morningstar began assigning Medalist Ratings to separate
accounts that represented models. In 2021, we expanded the eligible universe to
include hypothetical models to help advisors assess the full range of their options.

> As (?f May 15, 2026, Mornmgstar Mangger Besearch analysts assigned Medalist Gold Bronze Silver Neutral Negative
Ratings to 38 allocation model portfolio series.

# of Portfolios

o =l
o S

Several model portfolios changed their Medalist Ratings in April 2026, when

Morningstar updated its Medalist Rating methodology,. Medalist Rating Distribution for Models, Series Level*

2025 M 2026

The following slides show the Morningstar Medalist Ratings for allocation model
portfolios under 100% analyst coverage, as of May 2026.

=f

# of Series

| o

Gold Silver Bronze Neutral

Source: Morningstar. Medalist Ratings as of May 31, 2026. See Important Disclosures at the end of this report.

*Only considers the best Medalist Rating that a model portfolio series attained.


https://www.morningstar.com/funds/whats-changing-not-changing-with-morningstar-medalist-rating
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Morningstar Medalist Ratings for Model Portfolios
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Pillar Rating

Series Name Morningstar Medalist Rating People Process Parent
American Funds Growth Series % Gold ® High Above Average ® High
American Funds Growth and Income Series % Gold ® High High ® High
American Funds Preservation Portfolio Series % Gold Z=Silver @ High / Above Average Above Average / Average @ High
American Funds Retirement Income Series % Gold ® High Above Average ® High
American Funds Tax Aware Conservative Series % Gold ® High Above Average ® High
American Funds Tax Aware Growth and Income Series &3 Gold @ High Above Average @ High
BlackRock Long Horizon % Gold @ High Above Average Above Average
BlackRock Target Allocation ESG ETF % Gold ® High Above Average Above Average
BlackRock Target Allocation ETF % Gold @ High Above Average Above Average
BlackRock Target Allocation Tax Aware ETF & Gold ® High High Above Average
Capital Group Active-Passive Growth % Gold @ High Above Average Above Average
Capital Group Active-Passive Growth and Income & Gold ® High Above Average ® High

Capital Group Active-Passive Retirement Income % Gold @ High High ® High
Dimensional Core Plus Wealth Model & Gold ® High Above Average ® High
Dimensional Core Wealth Model % Gold Above Average Above Average ® High
Dimensional Tax-Sensitive Wealth Model % Gold Above Average Above Average ® High

Pimco Retirement Income % Gold Above Average Above Average ® High

State Street Strategic Asset Allocation % Gold Above Average Above Average ® High

Source: Morningstar. Medalist Ratings as of May 31, 2026. American Funds Preservation Portfolio Series holds split Morningstar Medalist and pillar ratings across the portfolios.

See Important Disclosures at the end of this report.
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MORNINGSTAR MEDALIST RATINGS

Morningstar Medalist Ratings for Model Portfolios (Continued)
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Pillar Rating
Series Name Morningstar Medalist Rating People Process Parent
T. Rowe Price Active 0old / E3Silver Above Average Above Average Above Average
Vanguard CORE % Gold Above Average Above Average ® High
Vanguard CRSP % Gold Above Average Above Average ® High
Vanguard Russell % Gold Above Average Above Average ® High
Vanguard S&P % Gold Above Average Above Average ® High
Fidelity Target Allocation Index Focus 3 Silver Average Above Average Above Average
Goldman Sachs Multi-Manager ETF Z= Silver Average Above Average Average
Schwab Core ETF <= Silver Average Above Average Above Average
Schwab Core Enhanced ETF Z= Silver Average Above Average Above Average
State Street Active Asset Allocation == Silver Average Above Average Above Average
BlackRock Target Allocation ESG Bronze ® High Above Average Above Average
Calvert Responsible Bronze Average Average Average
Dimensional Sustainable Wealth Model Bronze Average Average ® High
Fidelity Target Allocation Bronze Average Average Above Average
Fidelity Target Allocation Blend Bronze Average Average Above Average
Fidelity Target Allocation Tax-Aware Bronze Average Average Above Average
Goldman Sachs ETF Bronze Average Average Average
Columbia Risk Allocation Neutral Average Below Average Average
Wilshire Premier Allocation Neutral Average Below Average Average

Source: Morningstar. Medalist Ratings as of May 31, 2026. T. Rowe Price Active series holds split Medalist Ratings across the portfolios. See Important Disclosures at the end of this report.
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Private Limited (formerly known as Morningstar Investment Adviser India Private Limited).
Morningstar Investment Research India Private Limited is registered with SEBI as an
Investment Adviser (Registration number INAO00001357), as a Portfolio Manager
(Registration number INP000006156) and as a Research Entity (Registration Number
INH000008686). Morningstar Investment Research India Private Limited has not been the
subject of any disciplinary action by SEBI or any other legal/regulatory body. Morningstar
Investment Research India Private Limited is a wholly owned subsidiary of Morningstar
Investment Management LLC. In India, Morningstar Investment Research India Private
Limited has one associate, Morningstar India Private Limited, which provides data related
services, financial data analysis, and software development. The Research Analyst has not
served as an officer, director, or employee of the fund company within the last 12 months,
nor has it or its associates engaged in market making activity for the fund company.

For Recipients in Hong Kong: The report is distributed by Morningstar Investment
Management Asia Limited, which is regulated by the Hong Kong Securities and Futures
Commission to provide investment research and investment advisory services to
professional investors only. Neither Morningstar Investment Management Asia Limited,
nor its representatives, are acting or will be deemed to be acting as an investment advisor
to any recipients of this information unless expressly agreed to by Morningstar
Investment Management Asia Limited.

For Recipients in Japan: This report is distributed by Morningstar Japan, Inc. for
informational purposes only. Neither Morningstar Japan, Inc. nor its representatives are
acting or will be deemed to be acting as an investment advisor to any recipients of this
information.

For recipients in Korea: The report is distributed by Morningstar Korea Ltd., which has
filed to Financial Supervisory Service, for informational purposes only. Neither
Morningstar Korea Ltd., nor its representatives, are acting or will be deemed to be acting
as an investment advisor to any recipients of this information.

For recipients in Singapore: This report is distributed by Morningstar Investment
Adviser Singapore Pte Limited, which is licensed and regulated by the Monetary Authority
of Singapore to provide financial advisory services in Singapore. Recipients of this report
should contact their financial advisor in Singapore in relation to this report. Morningstar,
Inc., and its affiliates rely on certain exemptions (Financial Advisers Regulations, Section
27(1)(e), Section 32, Band 32C) to provide its investment research to recipients in
Singapore.

For recipients in the United Kingdom: This report is distributed by Morningstar UK Ltd,
a wholly owned subsidiary of Morningstar, Inc. Morningstar UK Ltd. is not required to be
registered nor authorized by the Financial Conduct Authority for the distribution of
investment research data. The analyst/s involved in the creation of the report do not take
into account any particular investor's financial situation, objectives, or appetite for risk,
meaning no representation may be implied as to the suitability of any financial product
mentioned for any particular investor. There are information barriers in place between
Morningstar UK Ltd and Morningstar regulated entities based in the UK. Registered
address: 1 Oliver's Yard 55-71 City Road London EC1Y 1HQ.



MAORNINGSTAR

22 West Washington Street
Chicago, IL 60602 USA

About Morningstar Manager Research

Morningstar's global manager research team conducts objective, qualitative analysis of managed investment strategies such as mutual funds and exchange-traded funds. Manager research analysts
express their views through the Morningstar Medalist Rating, which takes the form of Gold, Silver, Bronze, Neutral, or Negative. The analysts arrive at a strategy's Medalist Rating by assessing key
areas including its management team and supporting resources (People Pillar), its investment approach and rationale (Process Pillar), and the investment organization backing the strategy concerned
(Parent Pillar). The analysts juxtapose those assessments with the strategy's cost in arriving at a final Analyst Rating, which expresses their conviction in the strategy’s ability to outperform a relevant
benchmark index or category peers over a market cycle, adjusted for risk. The Morningstar Medalist Rating methodology is forward-looking in nature and applied consistently across geographies and
markets. (The Medalist Rating is an opinion, not a statement of fact, and is not intended to be nor is a guarantee of future performance.)

About Morningstar Manager Research Services

Morningstar Manager Research Services combines the firm's fund research reports, ratings, software, tools, and proprietary data with access to Morningstar's manager research analysts. It
complements internal due-diligence functions for institutions such as banks, wealth managers, insurers, sovereign wealth funds, pensions, endowments, and foundations. Morningstar's manager
research analysts are employed by various wholly owned subsidiaries of Morningstar, Inc. including but not limited to Morningstar Research Services LLC (USA), Morningstar UK Ltd, and Morningstar
Australasia Pty Ltd.

©2026 Morningstar. All Rights Reserved. Unless otherwise provided in a separate agreement, you may use this report only in the country in which its original distributor is based. The information,
data, analyses, and opinions presented herein do not constitute investment advice; are provided solely for informational purposes and therefore are not an offer to buy or sell a security; and are not
warranted to be correct, complete, or accurate. The opinions expressed are as of the date written and are subject to change without notice. Except as otherwise required by law, Morningstar shall not
be responsible for any trading decisions, damages, or other losses resulting from, or related to, the information, data, analyses, or opinions or their use. The information contained herein is the
proprietary property of Morningstar and may not be reproduced, in whole or in part, or used in any manner, without the prior written consent of Morningstar. To order reprints, call +1 312-696-6100.
To license the research, call +1 312 696-6000.
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