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Cut the Complexity: 
The Power of Choice and the 
Need for Elegant Simplicity 
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The Power of Choice 

CC   2013 Behavior Gap 

Simplistic 
Elegant 
Simplicity 

Complexity 
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Architecting for Elegant Simplicity 

Older technology and business models were built with fences.  
Today, we need to focus on building bridges. 

Protected Systems 
   (Simplistic) 

gCreate a reliance on a single  
provider to access your data 

g Force acceptance of both good and 
less-than-optimal solutions 

gObscure transparency and protect 
centralized power 

Open Systems 
   (Elegant Simplicity) 

gPromote independence and choice 

gAllow a custom “best of” approach 

gPower becomes distributed rather  
than centralized 

gPush past commoditization  
of information to the true value  
of advice 
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Astonishing Pace of Change 

7 
Number of software apps 
used by the average advisor 

43% 
Households seeking 
investment help from advisors 

3,950 
Remaining broker-dealers 
in the United States 

33% 
Advisors relying on decision 
outsourcing exclusively 

$30 Tril 
Intergenerational wealth 
transfer over the next 30 years 

275,000 
Registered Reps needing tools 
to meet Dept. of Labor rules 
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Pressures Facing Advisors 

Practice Pressures 
Industry Pressures 

Regulatory Demands 

CC   2013 Behavior Gap 
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Individuals Have More Choices But … 

Consumers have more data, information, choices, and autonomy than ever before— 
but do they have the confidence to act? 
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The Paradox of Choice 

It’s easy to get stuck. 

CC   2013 Behavior Gap 
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Morningstar’s Take 

We believe there are opportunities  
despite the pressure. 
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It Starts With the Data 

Portable? 

Current? 

Secure? 

Insightful? 

Yours? Mine? Ours? Who Owns the Data? 



We collaborate with industry  
leaders to envision, iterate, and build client-
centric solutions. 
 

By developing solutions within an  
open ecosystem, the technology 
conversation shifts from challenges to  
the solutions we can enable. 
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We Value an Open Ecosystem 



Advisors provide investors with context, help 
them overcome emotional hurdles, and 
motivate them to act in their best interests.  

 

Advisors help investors focus on what 
matters. 
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Technology Frees Us to Focus on What Matters 
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Harry and Sheryl: When Research Met Practice 
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Even Smart People Behave Irrationally 

“I should have computed the historical co-variances of the  

asset classes and drawn an efficient frontier.  

[But…] I visualized my grief if the stock market went  

way up and I wasn’t in it—or if it went way down and I was 

completely in it.  

So I split my contributions 50/50 between stocks and bonds.” 

 
— Harry Markowitz, recipient of the Nobel Memorial Prize  

in Economic Sciences for Modern Portfolio Theory 
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It’s difficult to remove emotion from decision-making, as the “return gap” illustrates.  

Investor Returns 

Source: Morningstar Direct, Data as of Jan. 31, 2016. 

Source: Morningstar Direct, Data as of Jan. 31, 2016. 
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Looking Beyond Investments 
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Other Inputs and Outputs Contribute to Goals 



Holistic Planning accounts for investors’ total 
wealth and illustrates what’s possible when you 
focus on what you can control, instead of 
volatility (which you can’t).  
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Delivering a More Complete Picture 
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We’re investing in an open ecosystem that  

supports a holistic workflow: 

 

gBudgeting and Goal Prioritization 

gHolistic Asset Allocation 

gInvestor Profiling and Education 

gInvestment “Decision Support” or “Outsourcing” 

gBetter Investment Outcomes 
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Holistic is ‘Elegant’ 

Elegant 
Simplicity 

CC   2013 Behavior Gap 
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Understand financial realities and tradeoffs … from saving and spending to investing 

Budgeting and Goal Prioritization 
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View clients’ held-away accounts easily in order to provide more insightful advice 

Holistic Asset Allocation 
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Gain a clearer understanding of clients’ allocation and optimize portfolio strategy 

Holistic Asset Allocation 

Without Aggregation 

With Account Aggregation 
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Facilitate investor engagement and satisfaction through a web portal 

Investor Profiling and Education 
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Risk tolerance is just a small part of the equation 

Investor Profiling and Education 
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Investment Attitudes 
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Use an Environmental, Social, and Governance lens to add value to a client’s portfolio 

Investor Profiling and Education 
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Data and research enables strategic portfolio allocation and attribution 

Investment Decision Support 
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Portfolios for advisors, managed by Morningstar 

… or Outsourced Investment Management 
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Automated, tax-aware rebalancing to add efficiency to your practice, quantify the value 
you bring to clients, and deliver better investment outcomes  

Better Investment Outcomes 



g  Thought leadership: 

/Underserved investors 

/Retirement sufficiency 

/ Investor behavior 

/Advisor dynamics 

gCommunications optimization:  

/How to best engage investors 

gProduct optimization:  

/Apply findings to Morningstar’s products 
and boost the success of users 
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Our behavioral science team develops tools to help advisors overcome investor biases and 
integrate lessons from behavioral science into their practices 

Better Investment Outcomes 
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Communicate seamlessly through mobile applications and client portals 

Better Investment Outcomes 
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With the mobile Practice Dashboard, you can see your assets, performance, clients, and 
more at a glance from your iPad 
 

Better Outcomes for Your Practice 



31 

Integrations Provide a Seamless Workflow 
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Maximizers or Satisficers? 
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The Solution for Complexity? Focus on What Matters, To You 

CC   2013 Behavior Gap 

Simplistic 
Elegant 
Simplicity 

Complexity 
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All-Inclusive, Yet Open… 

We seek to deliver elegant simplicity through a comprehensive  
suite of capabilities, including:  
 

g Independent research, ratings, reports, and analytics on stocks, ETF, mutual funds, SMAs 

gPortfolio accounting and billing 

gClient reporting and performance measurement, including goals-based reporting (in progress) 

gClient account aggregation via ByAllAccounts 

gCustodial import and reconciliation 

g iPad app: New Practice Management Dashboard 

g Tax-aware rebalancing, powered by Total Rebalance Expert 

g Integrations with leading third-party software providers 
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Architecting Your Own Future 

When one door closes, another opens… 

…but often we look so long and so regretfully on the closed 
door that we do not see the one which has opened for us. 

 — Alexander Graham Bell 
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