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FOLIOs

An Innovation For Investors
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In The Beginning –

There Were Two Alternatives

Mutual Funds
Advantages:

• Diversification

• Professional 

portfolio 

management

Stocks
Advantages:

• Control and flexibility

• Tax efficiency

Disadvantages:

• Inadequate diversification

• No “portfolio” benefits

• Difficult to select stocks

• High costs

• No dollar-based investing

• No cost effective odd lots

Disadvantages:

• Lack of customization

• Inability to control taxes

• High fees for higher assets 

(little flexibility in pricing)

• Style drift

• No ability to vote 

underlying securities

• Diversification

• Professional 

portfolio 

management

• Control and 
flexibility

• Tax efficiency

• Simplicity
• Integrated platform

• Cost efficiency

• Scalability
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Technology (like FOLIOs) 
Permits Offerings That 

Combine The Advantages Of
Both
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Technology and Innovation Combine to 
Create Superior Vehicles For Delivering 

Core Asset Management 

’40 Act Companies

One Value-Add Is Investment Management, Another Is  
New Delivery Vehicles That Allow For Previously 

Unobtainable Scale and Other Benefits 

FOLIO-type Offerings

Traditional SMAs

ETFsInvestment 

Management
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An Investor Can:

� Buy or Sell Folios As One 
Transaction

� Trade Securities Individually 

Within Folios 

� Rebalance Folios As Often As 

Needed

� Synchronize Folios to Models

� Hold Multiple Folios in One 

Account

� Hold Fractional Shares in Folios

� Buy or Sell in Dollar or Share 

Amounts

The Power of Folios sm!
FOLIOsFOLIOsFOLIOsFOLIOs are Baskets of Securities that Can Include Any Security.are Baskets of Securities that Can Include Any Security.are Baskets of Securities that Can Include Any Security.are Baskets of Securities that Can Include Any Security.
FOLIOFOLIOFOLIOFOLIOfn fn fn fn offers offers offers offers FOLIOsFOLIOsFOLIOsFOLIOs that can include any Exchange Listed or NASDAQ Traded that can include any Exchange Listed or NASDAQ Traded that can include any Exchange Listed or NASDAQ Traded that can include any Exchange Listed or NASDAQ Traded 

Security (including Security (including Security (including Security (including REITsREITsREITsREITs, , , , ADRsADRsADRsADRs, and ETFs) and Mutual Funds, and ETFs) and Mutual Funds, and ETFs) and Mutual Funds, and ETFs) and Mutual Funds



A Closer Look At FOLIOs
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FOLIO Investing
• A brokerage account regulated as a brokerage 

offering

• Fees are clear and charged to the account

• A FOLIO itself is not a security 

• Entire baskets – or FOLIOs – of stocks, can be 
bought, sold and modified quickly and easily 
by

• Individual investors

• Advisors

• Managers 

• Each FOLIO can be customized at any time 
and from time to time
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FOLIO Investing (con’t)
• Each account is completely separate

• Can be opened, added to or subtracted from, or 
closed

• Or moved to any other brokerage

• Without any impact on others – there is no 
“mutuality” of any sort

• Investors directly own securities in the 
FOLIO, so they can

• Vote the securities they own in the FOLIO, 

• Sell specific tax lots and harvest tax losses, 
etc.



FOLIO Investing:

How It Works
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Create a FOLIO

1) Select the Securities 1) Select the Securities 

(stocks, mutual funds, (stocks, mutual funds, 

etc.).etc.).

2) Select the Weighting 2) Select the Weighting 

for Each Security.for Each Security.
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FOLIOFOLIOfnfn
makes it makes it 
easyeasy
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Ready to go Ready to go 
Folios are Folios are 
startingstarting
points for points for 
investorsinvestors
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FOLIOsFOLIOs can hold all sorts  of can hold all sorts  of 
securities securities –– including ETFsincluding ETFs



FOLIOfn - Confidential

15



FOLIOfn - Confidential

16



FOLIOfn - Confidential

17



FOLIOfn - Confidential

18



FOLIOfn - Confidential

19



FOLIOfn - Confidential

20

Because the Investor Controls The Account 

and Holdings –

Integrated Tax Management Tools

Automatically

Select Tax Lots on 
Sales, Based on 

Specific Tax 
Needs!  

Instantaneously Create Real-Time

Realized Gain/Loss Reports and Make

Investment Decisions Through One

Easy-to-use Interface.

Download Tax Information Directly Into 

the Most Popular Tax Preparation and 

Finance Programs.
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Online Performance Reports

Track and Analyze 
the Performance of 
Individual FOLIOs

and Compare 
Performance 

Against 
Benchmarks, 

Whether it be an 
index, individual 

stock or fund.
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5/25/2003

5/21/2003

Investors can Investors can 

vote their own vote their own 

securitiessecurities



FOLIOfn - Confidential

26

FOLIO-type Managed Accounts –

Each a Separate Account –

With None of the Issues Posed by a Commingled  Fund

Non-
Discretionary
-Advisors solicit 

client 
authorization of 

all trades

-Client can make 

own decisions

Individual 
IA/FA/FC 

Discretion
-Advisors can 

“review and 

release” orders 

or

Auto sync

Model Manager 
Does Everything
-Managers manage 

the model and the 
accounts (the 

traditional way that 

SMAs are done today)

And Investment Management Can Now Be 
Offered Seamlessly Across Accounts

Centralized 
IA/FA/FC 

Discretion
-3a-4 advisor

with “review and 

release” and 

Auto sync
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So…

• FOLIOs are the basis for
• Self-directed investing

• Advisor-assisted investing, and 

• Managed accounts

• But no matter how FOLIOs are used 
investors 
• Own directly the underlying stocks

• In separate accounts for each investor, and 

• Have all the additional protections and 
benefits of that ownership and control
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FOLIOs Offer Distinct Advantages 
Over Mutual Funds

By Not Commingling Assets:

• Gain control over assets and tax impact

• Avoid the affects of other investors’
decisions

• Allow individual investors to transfer the 
underlying investments, etc.
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The Benefits of FOLIO Investing are 
Clear

Investors of all asset sizes can take 
advantage of:

- Lower Cost 

- Broader Diversification

- Greater Control

- Professional management and advice if 
desired, and

- New innovations to come
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The Ongoing Role of 

Regulation

• Regulation has focused -- and needs 
to continue to focus -- on protecting 
investors not competitors
• Some competitors that have not 

innovated may not like that, 

• But only by fostering innovation will 
markets continue to improve for investors



Thank You


