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Key Takeaways

Technology is enabling the investor experience to be personalized—and it's becoming available faster
than you think it is.

Just because your current clients aren't interested in direct indexing, ESG, and more, that doesn't mean
their spouses and heirs won't be.

The next generation's financial goals may resemble those of their parents, but the path to getting there
may be very different.

Morningstar Investment Management has brought together thought leaders from our Investment
Management team, Sustainalytics, and Morningstar Indexes to present the Evolution of Personalization.
This series explores hyperpersonalization, direct indexing, and how those quickly developing areas are
changing the way advisors address client concerns and the desire for more personalized investing.

The future looks far away until it gets here. After that, everyone wonders how it happened so fast.

If you're old enough, you might recall a time when you didn’t have a FICO credit score. Those appeared
on the scene in 1989, the same year the B-52s had their first top-40 hit with “Love Shack.”

There was a time when advisors didn’t employ a risk-tolerance questionnaire, and the concept would
have been alien to the average investor. Now investors can probably tell you if you prefer an aggressive,
moderate, or conversative investment approach.

| recall my parents driving my brothers and me to Blockbuster in our Volkswagen Dasher to grab a
couple movies for the night. It was devastating to return home with Joe Versus the Volcano because
both of the store’s physical VHS copies of Teenage Mutant Ninja Turtles were checked out. Today, my
kids couldn’t imagine the hassle of going to a store to rent something, hoping it's still on the shelf. Not
when we have Netflix and Disney+.

Forget worrying about finding a pair of sneakers in your favorite color at the mall. You can order shoes
on the Web—and customize them. You can even order a car online.

Mind. Blown.
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Why should investing be any different? Mutual funds and ETFs have served investors well and continue
to do so. But the game is changing, with technology enabling the evolution of the investor experience to
be personalized. And it’s going to be available much sooner than you'd think.

I've spoken with many advisors over the past 18 months who said, “None of my clients have made an
ESG or personalization request.” | always ask if they've tried to engage with the spouse or the kids. You
may have their assets today, but will you in the future?

The odds aren't promising. A recent Cerulli Associates study states that an estimated $70 trillion in
assets—that's not a typo—will transfer to heirs over the next 23 years'. Others in the industry indicate
an advisor-turnover rate of 70% among surviving spouses after the breadwinner passes away’.

To get an idea of what's coming, it's worth looking at a few salient demographic points:

Generations X and Y currently account for a third of the wealth in the U.S. today.
There are more than 600,000 millennial millionaires in the U.S. right now.
95% of millennials indicate an interest in ESG

It's entirely possible that the financial goals of the next generation will resemble those of their parents.
But their path to get there may look very different. Are you in a position to meet the needs of the
investors on the harizon? Are you equipped to talk direct indexing, personalization at scale, ESG, client
values, or customizing tax benefits?

The future will be here soon. And it may be sooner than you think. Il
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Disclosures

The Morningstar® Indexes are created and maintained by Morningstar, Inc. Marningstar® is a registered trademark of Morningstar,
Inc.

Sustainalytics is an environmental, social, and governance and corporate governance research, ratings, and analysis firm.
Marningstar, Inc. acquired Sustainalytics in 2020. Sustainalytics provides ESG risk scores on companies and tracks and categarizes
ESG-related controversial incidents on companies. Morningstar uses Sustainalytics’ company level ESG analytics to calculate
ratings for managed products and indexes using Morningstar’s portfolio holdings database.

Opinions expressed are as of the current date; such opinions are subject to change without notice. Morningstar Investment
Management 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. This commentary is for informational purposes only. 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. Please note that references to specific securities or other investment options
within this piece should not be considered an offer (as defined by the Securities and Exchange Act) to purchase or sell that specific
investment. Performance data shown represents past performance. Past performance does nat guarantee future results.

All investments involve risk, including the loss of principal. There can be no assurance that any financial strategy will be
successful. Morningstar Investment Management daoes not guarantee that the results of their advice, recommendations or
objectives of a strategy will be achieved.

This commentary contains certain forward-looking statements. We use words such as “expects”, “anticipates”, “believes”,
“estimates”, “forecasts”, and similar expressions to identify forward-looking statements. Such forward-looking statements involve
known and unknown risks, uncertainties and other factors which may cause the actual results to differ materially and/or
substantially from any future results, performance or achievements expressed or implied by those projected in the forward-looking
statements for any reason. Past performance does not guarantee future results.

Morningstar® Managed Portfolios™ are offered by the entities within Morningstar's Investment Management group, which
includes subsidiaries of Morningstar, Inc. that are authorized in the appropriate jurisdiction to provide consulting or advisory
services in North America, Europe, Asia, Australia, and Africa. In the United States, Morningstar Managed Portfolios are offered by
Morningstar Investment Services LLC or Morningstar Investment Management LLC, both registered investment advisers, as part of
various advisory services offered on a discretionary or non-discretionary basis. Portfolio construction and on-going monitoring and
maintenance of the partfalios within the program is provided on Morningstar Investment Services behalf by Marningstar
Investment Management LLC. Morningstar Managed Portfolios offered by Morningstar Investment Services LLC or Morningstar
Investment Management LLC are intended for citizens or legal residents of the United States or its territories and can only be
offered by a registered investment adviser or investment adviser representative.

A debt security refers to money borrowed that must be repaid that has a fixed amount, a maturity date(s), and usually a specific
rate of interest. Some debt securities are discounted in the original purchase price. Examples of debt securities are treasury bills,
bonds and commercial paper. The borrower pays interest for the use of the money and pays the principal amount on a specified
date.

The indexes noted are unmanaged and cannot be directly invested in. Individual index performance is provided as a reference only.
Since indexes and/or compasition levels may change over time, actual return and risk characteristics may be higher or lower than
those presented. Although index performance data is gathered from reliable sources, Morningstar Investment Management
cannot guarantee its accuracy, completeness or reliability.

About Morningstar’s Investment Management Group
Your investment goals matter to us. Our mission is to empower investor success by building investment
portfolios selected by your financial advisor. Our world-class investment strategies draw on our core
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capabilities in research, asset allocation, investment selection, and portfolio construction. Our
investment professionals are located around the world, which provides both a global point of view and
local market expertise.

Based on a proprietary valuation-driven asset allocation process, our strategies offer investors a range of
multi-asset risk- and outcome-based strategies designed to help meet a variety of goals. Also, our
separately managed accounts offer concentrated portfolios of our portfolio managers' best ideas. We
put more than 35 years of investment experience to work in every portfolio we manage to offer you a
better investing experience, because your journey also matters.

For More Information

Phone:  + 1877 626-3227

Email:  ManagedPortfolios.US@morningstar.com
Online:  www.mp.morningstar.com
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