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PROCESS



 IDENTIFYING THE INVESTMENT GOAL 
To begin, investors provide some 
personal information, including their 
current age and savings goal. The 
goal they select will determine the 
investment process and portfolio they’ll 
receive. Goal options include:

 � Retirement
 � Major purchase – home, car, etc.
 � General investing – no specific goal; 
growing the account for the future

Once investors select their investment 
goal, they’ll be asked to answer five 
simple risk questions to help identify 
their risk tolerance. 

 RETIREMENT GOAL INVESTMENT PROCESS 
The GWP retirement investment 
process uses glidepaths, which are 
portfolio allocations based primarily on 
an investor’s time to retirement and 
tilted slightly based on an investor’s 
risk tolerance. The portfolio allocations 
change almost every year, becoming 
more conservative as the investor gets 
closer to their investment goal—in this 
case, retirement.

How It Works
Based on their answers to the retirement 
risk tolerance questionnaire, investors 
will first be assigned a portfolio tilt: 
equity, balanced, or fixed income. 

The portfolios are assigned to one 
of LPL’s five standard investment 
objectives, based on the amount of 
risk taken on at the beginning of the 
glidepath. It’s important to keep in 
mind that more weight is given to the 
investor’s investment time frame than 
their risk preferences, especially when 

they begin investing. For example, an 
investor could answer the risk tolerance 
questions conservatively, but receive 
an aggressive growth investment 
strategy because they have a long time 
until retirement. 

How the Retirement Glidepaths Work
In the chart to the right, you’ll see the 
retirement glidepaths and how the 
five investment objectives apply to the 
allocations. The starting allocation is 
determined by combining an investor’s 
years to retirement (left column) 
and risk tolerance tilt (top row). For 
example, if an investor has 20 years 
to retirement and prefers a more 
aggressive approach (equity tilt), he or 
she would have a growth strategy, and 
the starting allocation would be 80% 
equities/17% fixed income/3% cash. 

The account allocation adjusts in 
most years as the account moves 
along the glidepath and investors get 
closer to retirement. In this example, in 
the next year—year 19—the investor’s 
target allocation would move to 77% 
equities/20% fixed income/3% cash.

In the GWP client enrollment 
process, investors see only their 
assigned investment objective and 
starting allocation, for simplicity’s sake. 
If investors wonder, for example, why 
their assigned investment objective 
is more aggressive despite their 
conservative answers, remind them 
that their time to retirement holds  
more weight in determining their  
asset allocation, and that they’ll 
see their portfolio become more 
conservative over time to match with 
their risk preferences. 
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The GWP investment 
process is grounded in 

the belief that diversified 
investing drives favorable 

results over time. When 
combined with strategic 

algorithmic monitoring that 
auto-rebalances investors’ 

accounts, identifies  
tax-saving opportunities, 
and collectively manages 

household accounts, 
the GWP investment 

methodology provides a 
compelling story.



 RETIREMENT GLIDEPATHS 
An example of how each of the glidepaths 
will slot into the investment objectives and 
change along with the investor’s age.

There is no guarantee that the GWP glidepaths will provide adequate income at and through your clients’ retirement.

 Growth
 Aggressive Growth

  Income with Capital Preservation
  Income with Moderate Growth
 Growth with Income

Years to 
Retirement

Fixed Income Tilt Balanced Tilt Equity Tilt

Equity Fixed Cash Equity Fixed Cash Equity Fixed Cash

0 or neg. 20 70 10 30 65 5 40 55 5
1 20 71 9 30 65 5 40 55 5
2 22 69 9 32 63 5 42 53 5
3 22 70 8 32 63 5 42 53 5
4 24 68 8 34 61 5 44 51 5
5 24 69 7 34 63 3 44 53 3
6 26 68 6 36 61 3 46 51 3
7 26 69 5 36 61 3 46 51 3
8 28 67 5 38 59 3 48 49 3
9 28 68 4 38 59 3 48 49 3
10 30 67 3 40 57 3 50 47 3
11 33 64 3 43 54 3 53 44 3
12 36 61 3 46 51 3 56 41 3
13 39 58 3 49 48 3 59 38 3
14 42 55 3 52 45 3 62 35 3
15 45 52 3 55 42 3 65 32 3
16 48 49 3 58 39 3 68 29 3
17 51 46 3 61 36 3 71 26 3
18 54 43 3 64 33 3 74 23 3
19 57 40 3 67 30 3 77 20 3
20 60 37 3 70 27 3 80 17 3
21 63 34 3 73 24 3 83 14 3
22 66 31 3 76 21 3 86 11 3
23 69 28 3 79 18 3 89 8 3
24 72 25 3 82 15 3 91 6 3
25 75 22 3 85 12 3 93 4 3
26 78 19 3 88 9 3 95 2 3
27 81 16 3 91 6 3 97 0 3
28 84 13 3 93 4 3 97 0 3
29 87 10 3 95 0 5 97 0 3
30 90 7 3 95 0 5 97 0 3
31 93 4 3 95 0 5 97 0 3
32 95 0 5 97 0 3 97 0 3

33+ 95 0 5 97 0 3 97 0 3



 MAJOR PURCHASE INVESTMENT PROCESS 
The GWP major purchase investment 
process also uses a glidepath 
methodology, although risk tolerance 
is given greater weight than in the 
retirement investment process.

How It Works
Based on their answers to the 
retirement risk tolerance questionnaire, 
investors will first be assigned a 
portfolio tilt: equity, balanced, or fixed 
income. An investor’s tilt and time to 
goal places them on a glidepath, which 
provides both their starting portfolio 
allocation and updated allocations when 
they reach major timing milestones. 
Whereas the allocations change in 
most years in the retirement glidepaths, 
the allocations in the major purchase 
glidepaths change when investors reach 
specific timing milestones:

 � Less than 1 year to goal (Note that 
investors must have at least one  
year to goal to open an account;  
this is the allocation when they  
reach this milestone.)

 � 1 to 2 years to goal
 � 2 to 4 years to goal
 � 4 to 8 years to goal
 � 8 to 25 years to goal

The portfolios are assigned to one 
of LPL’s five standard investment 
objectives, based on the amount of 
risk taken on at the beginning of the 
glidepath. While time to goal is still the 
primary consideration to determine 
which glidepath an investor is assigned, 
risk tolerance is also a significant 
determining factor, especially if an 
investor has a significant number of 
years until their goal. 
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Years to 
Goal

Fixed Income Tilt Balanced Tilt Equity Tilt

Equity Fixed Cash Equity Fixed Cash Equity Fixed Cash

Less Than 1 
Year

0 20 80  0 30 70  0 40 60
Income w/ 

Capital 
Preservation

1-2 Years 20 50 30  25 55 20  25 65 10
Income w/ 
Moderate 
Growth

2-4 Years 35 63 2  40 58 2  40 58 2
Growth w/ 

Income

4-8 Years 55 43 2  60 38 2  65 33 2 Growth

8+ Years 80 18 2  90 8 2  98 0 2
Aggressive 

Growth

How the Major Purchase  
Glidepaths Work
In the chart below, you’ll see the 
major purchase glidepaths, as 
well as how the five investment 
objectives apply to the 
allocations. The starting allocation 
is determined by combining 
an investor’s years to goal (left 
column) and risk tolerance tilt (top 
row). For example, if an investor 

has five years to goal and prefers 
a more aggressive approach 
(equity tilt), he or she would  
have a growth strategy, and  
the starting allocation would 
be 65% equities/33% fixed 
income/2% cash. 

The account allocation adjusts 
as the account moves along the 
glidepath and investors get closer 
to their goal. In this example, the 

investor’s target allocation would 
change when they have less than 
four years to their goal, moving 
to 40% equities/58% fixed 
income/2% cash.

As with the retirement 
investment process,investors  
see only theirassigned,  
investment objective and starting 
allocation during enrollment, for  
simplicity’s sake. 

 MAJOR PURCHASE GLIDEPATHS 



 HOW THE RETIREMENT AND MAJOR PURCHASE  
 GLIDEPATHS WERE CONSTRUCTED 
The GWP asset allocations were constructed using LPL Research’s 
Capital Market Assumptions (CMAs) and their Strategic Asset 
Allocations (SAAs), which both have a long-term investment time 
horizon of at least a full market cycle.

LPL Research has largely maintained its fundamentally driven 
process for generating the CMAs, but has incorporated elements 
of the macroeconomic process that were previously only part of 
the strategic asset allocation. We believe this has created CMAs 
that better capture LPL Research’s views and address some of the 
imbalances that can result from a purely quantitatively driven process. 
Both the CMAs and the SAAs are forward-looking over the next five 
to 10 years.

Glidepath ETFs
The retirement and major purchase models use up to nine passive, 
low-cost exchange-traded funds (ETFs)—no mutual funds—selected 
by LPL Research and spread across three major ETF sponsors to 
create a diversified portfolio. The weighted average expense ratio 
of the ETFs is currently 0.15%. There are six equity ETFs and three 
fixed income ETFs with differing target allocations.

Investors who invest less than $20,000 in their GWP account may 
not hold all nine ETFs because such an amount is insufficient to 
own positions in the ETFs with the smallest allocations. However, 
accounts in the $5,000 to $20,000 range will still be diversified 
and hold the least-volatile ETFs available in the models. The LPL 
Research allocations to each ETF are listed at right.

How the Glidepath Allocations Change
The GWP retirement and major purchase goals use a glidepath 
framework to drive asset allocation. This means that accounts with 
longer investment horizons will have more equity exposure in an 
attempt to drive capital appreciation. As the investment goal nears, 
the allocation will slowly shift toward fixed income in an attempt to 
manage risk. 

Even the composition of the investments within the equity and 
fixed income portions of the portfolio will change over time. As 
investors get closer to their goal, the equity portion will be more 
invested in large cap domestic equities than in international equities, 
and the fixed income portion will be more invested in investment-
grade issuances than in high-yield issuances.

ETFs Used in 
Guided Wealth Portfolios

Equity ETFs

Ticker Name
IWF iShares Russell 1000 Growth
IWD iShares Russell 1000 Value
MDY SPDR S&P Midcap 400
SLY SPDR S&P 600 Small Cap
IEFA iShares Core MSCI EAFE

IEMG  iShares Core MSCI Emerging Markets

Fixed Income ETFs 

Ticker Name
BND Vanguard Total Bond Index
VCIT  Vanguard Intermediate-Term Corp Bond
JNK  SPDR Barclays High Yield Bond
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Fixed  
Income Tilt

Balanced  
Tilt

Equity  
Tilt

10 Years to 
Retirement

iShares Russell 1000 Growth 10.5% 13.2% 15.0%
iShares Russell 1000 Value 10.5% 10.8% 10.0%
SPDR S&P Midcap 400 3.0% 6.0% 7.5%
SPDR S&P 600 Small Cap 3.0% 4.0% 5.0%
iShares Core MSCI EAFE 3.0% 4.0% 7.5%
iShares Core MSCI Emerging Markets 0.0% 2.0% 5.0%
Total Equity 30.0% 40.0% 50.0%
Vanguard Total Bond Index 53.6% 37.0% 25.8%
Vanguard Intermediate-Term Corp Bond 13.4% 14.3% 14.1%
SPDR Barclays High Yield Bond 0.0% 5.7% 7.1%
Total Fixed Income 67.0% 57.0% 47.0%
Cash 3.0% 3.0% 3.0%

20 Years to 
Retirement

iShares Russell 1000 Growth 21.0% 23.0% 24.0%
iShares Russell 1000 Value 21.0% 18.9% 16.0%
SPDR S&P Midcap 400 6.0% 10.5% 12.0%
SPDR S&P 600 Small Cap 6.0% 7.0% 8.0%
iShares Core MSCI EAFE 6.0% 7.0% 12.0%
iShares Core MSCI Emerging Markets 0.0% 3.5% 8.0%
Total Equity 60.0% 69.9% 80.0%
Vanguard Total Bond Index 29.6% 17.6% 9.3%
Vanguard Intermediate-Term Corp Bond 7.4% 6.8% 5.1%
SPDR Barclays High Yield Bond 0.0% 2.7% 2.6%
Total Fixed Income 37.0% 27.1% 17.0%
Cash 3.0% 3.0% 3.0%

30 Years to 
Retirement

iShares Russell 1000 Growth 31.5% 31.3% 29.0%
iShares Russell 1000 Value 31.5% 25.7% 19.4%
SPDR S&P Midcap 400 9.0% 14.3% 14.6%
SPDR S&P 600 Small Cap 9.0% 9.5% 9.7%
iShares Core MSCI EAFE 9.0% 9.5% 14.6%
iShares Core MSCI Emerging Markets 0.0% 4.7% 9.7%
Total Equity 90.0% 95.0% 97.0%
Vanguard Total Bond Index 5.6% 0.0% 0.0%
Vanguard Intermediate-Term Corp Bond 1.4% 0.0% 0.0%
SPDR Barclays High Yield Bond 0.0% 0.0% 0.0%
Total Fixed Income 7.0% 0.0% 0.0%
Cash 3.0% 5.0% 3.0%

 LPL RESEARCH ALLOCATIONS TO EACH 
 ETF: RETIREMENT GLIDEPATHS 



 GENERAL INVESTING INVESTMENT PROCESS
The GWP general investing investment process isn’t 
tied to a glidepath, but is instead based completely on 
the investor’s risk tolerance. 

How It Works
There are five general investing portfolios, one for each 
of the five standard LPL investment objectives. Based 
on their answers to the risk tolerance questionnaire, 
investors are assigned to one of the five LPL investment 
objectives and its corresponding portfolio. The portfolios 
are created and managed by LPL Research and 
remain static, unlike the glidepath portfolios, except for 
rebalancing and tax-loss harvesting. 

 GENERAL INVESTING ALLOCATIONS  

Aggressive Growth

Growth  
with Income

Growth

Income with  
Moderate Growth

Income with  
Capital Preservation

2%

2%

2%

2%

78%

20%

2%

18%

80%

40%58%60%38%

60%

General Investing ETFs
The GWP general investing models use up to nine passive, low-
cost ETFs (no mutual funds) selected by LPL Research and spread 
across three major ETF sponsors to create a diversified portfolio. 
The weighted average expense ratio of the ETFs is currently 0.15%. 
There are six equity ETFs and three fixed income ETFs with differing 
target allocations.

Investors who invest less than $20,000 in their GWP account may 
not hold all nine ETFs, because such an amount is insufficient to 
own positions in the ETFs with the smallest allocations. However, 
accounts in the $5,000 to $20,000 range will still be diversified and 
hold the least-volatile ETFs available in the models. On the next page 
are the LPL Research allocations to each ETF.

 HOUSEHOLDING 
Householding takes place within all three of the GWP goals. If 
investors open multiple accounts, or open one or more accounts 
with their spouse or spousal equivalent, or both, GWP will 
collectively manage the total assets from all accounts using the 
same goal. Householding is available to investors with at least two 
accounts for a goal and can consist of qualified and/or non-qualified 
accounts. Individuals and those with spouses or spousal equivalents 
can participate. 

Householding provides a number of benefits to investors, 
including tax-efficient asset placement. When householded 
accounts are opened, equity ETFs will be placed primarily in non-
qualified accounts, allowing those accounts to benefit from tax-loss 
harvesting. Fixed income ETFs will primarily be placed in qualified 
accounts, sheltering the dividends paid.

 REBALANCING 
FutureAdvisor’s rebalancing algorithm runs nightly and examines three 
levels of diversification to determine if rebalancing trades are needed:

 � Broad asset allocation among equity, fixed income, and cash
 � Allocation of domestic versus international equity and domestic 
versus international fixed income

 � Allocations to large cap growth, large cap value, mid caps, and 
small caps; allocations to corporate, government, and large cap 
value, mid caps, and small caps; and allocations to corporate, 
government, and high-yield fixed income 

Depending on the size of the account, rebalancing trades currently 
occur when the relative drift of the allocation is between 3% and 
5%, and are executed in increments of $250. All securities used in 
rebalancing come from LPL Research lists.

  Equity     Fixed Income   Cash
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Primary Tickers

AG G GWI IMG ICP Ticker Name

US Large Growth 25% 20% 17% 11% 6% IWF iShares Russell 1000 Growth

US Large Value 25% 20% 17% 11% 6% IWD iShares Russell 1000 Value

US Mid 12% 10% 7% 4% 0% MDY SPDR S&P Midcap 400

US Small 15% 11% 9% 7% 5% SLY SPDR S&P 600 Small Cap

EAFE 8% 7% 4% 3% 3% IEFA iShares Core MSCI EAFE

EM 13% 12% 6% 4% 0% IEMG iShares Core MSCI Emerging Markets

Barclays Agg 0% 15% 34% 52% 71% BND Vanguard Total Bond Index

Corp Bonds 0% 0% 0% 0% 0% VCIT Vanguard Intermediate-Term Corp Bond

High Yield Bonds 0% 3% 4% 6% 7% JNK SPDR Barclays High Yield Bond

Cash 2% 2% 2% 2% 2%

    

 GENERAL INVESTING ETFS 



RISKS AND CONSIDERATIONS
Advisors should recommend an advisory account only if it is suitable for the client. Advisory accounts may not be appropriate for every client. Advisors need to understand that advisory 
relationships involve a higher standard  
of care than brokerage and typically require an ongoing duty to provide advice and monitoring. 

There is no assurance that Guided Wealth Portfolios are suitable for all investors or will yield positive outcomes. The purchase of certain securities will be required to effect some of the 
strategies. Investing involves risks including possible loss  
of principal.

There is no guarantee that a diversified portfolio will enhance overall returns or outperform a nondiversified portfolio. Diversification does not protect against market risk. 

An investment in exchange-traded products (ETPs) involves risks such as: market, nondiversification, price volatility, liquidity, competitive industry pressure, international political and economic 
developments, possible trading halts, and index tracking error. 

Rebalancing a portfolio may cause investors to incur tax liabilities and does not assure a profit or protect against a loss.

Although taxable and nontaxable accounts may include different asset classes, the accounts will be managed collectively toward one goal and one investment objective. As a result, the 
performance and returns of one spouse may be materially different from those of the other spouse.

 TAX-LOSS HARVESTING 
GWP will currently tax-loss harvest 
a portfolio when there is a minimum 
security loss of $500 and the loss 
represents 1.5% of the position value. 
This means GWP currently performs 
tax-loss harvesting each time the 
equity or bond markets pull back 
roughly 3% to 5%, although this range 
may vary. Tax-loss harvesting activities 
stop when all replacement ETFs 
have been exhausted and/or it’s been 
less than 31 days, due to wash-sale 
considerations built into the algorithm.

Unlike many investment services 
targeting only wealthy investors, 
GWP offers tax-loss harvesting to all 
investors. All GWP portfolios with 
a taxable account are automatically 
enrolled in tax-loss harvesting; 
however, larger accounts are in a 
position to experience greater benefits. 
Clients who have both taxable and 
nontaxable GWP accounts especially 
benefit, as tax losses are harvested 

by the taxable account, and income-
producing assets are sheltered in the 
tax-advantaged account when possible.

The algorithm runs nightly,  
rather than quarterly or annually, 
allowing investors to benefit from  
the tax-loss harvesting algorithm on  
an ongoing basis.

LPL and FutureAdvisor have the  
ability to change the rebalancing  
and tax-loss harvesting thresholds  
at any time. 

 INVESTMENT OBJECTIVES 
GWP uses the same five  
investment objectives as LPL’s  
other advisory platforms: 

Aggressive Growth: Emphasis is 
placed on aggressive growth and 
maximum capital appreciation. This 
portfolio has a high level of risk and is 
for investors with a longer time horizon. 
This portfolio is considered to have the 
highest level of risk.

Growth: Emphasis is placed on 
achieving high long-term growth and 
capital appreciation. This is considered 
higher than average risk.

Growth with Income: Emphasis  
is placed on modest capital growth. 
Certain assets are included to  
generate income and reduce  
overall volatility.

Income with Moderate Growth:  
Emphasis is placed on current  
income with some focus on  
moderate capital growth.

Income with Capital Preservation:  
Emphasis is placed on current income 
and preventing capital loss. This is 
considered the lowest-risk portfolio 
available and is generally for investors 
with the shortest time horizon.

There is no guarantee the  
portfolios will achieve their  
stated investment objectives.
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A registered investment advisor. For broker/dealer use only.  
Not for distribution to the public. 
Member FINRA/SIPC.

IIS-24759-0918  Tracking #1-720518  (EXP. 9/20)

Contact Information
Contact Advisory Consulting at (877) 318-6400 or 
LPLFinancialAdvisoryConsulting@lpl.com if you have 
questions about the GWP investment process. 

If you’re interested in learning more about GWP in general, 
we can help you determine if GWP is right for you and 
which prospects and clients may be best for it. If you’d like 
to implement the platform in your practice, we can give you 
some best practices and tips for using GWP and walk you 
through the GWP onboarding process.


