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Legacy Portfolio Excel Upload
Today’s Allocation

A portfolio’s constituent
holdings are easily
uploaded to the system’s
analytics platform function
from an Excel worksheet.
In this case IGF was
substituted for another
Infrastructure ETF that was
issued only 15 months ago. 
The Algorithm needs data
going back at least 6 years
to produce meaningful 
suggestions.
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Legacy Portfolio 
Diversification Dashboard 
Explanation of  Scores & Dials

With a single mouse click, the system analyzes 

the legacy portfolio’s constituent holdings and 

their weightings to the quantitative diversification 

components described in the Restatement 3rd of 

Trusts. It publishes its numeric findings scaled to 

3-dials, all presented in a Diversification 

Dashboard.

The two facing dials on the right side of the 

dashboard are color coded to broadly indicate 

where that specific 3rd Restatement component 

falls.

The larger single, stand-alone dial entitled 

Fiduciary Diversification appears on the left side 

of the dashboard. Its value is a mathematically 

calculated number of equivalently, equally 

weighted, and sufficiently asymmetric portfolio

constituents. The number’s position on the 

color coded dial is scaled for general guidance

purposes to broadly indicate how well diversified 

the portfolio is.  It is not an official formula defined 

in the 3rd Restatement. The UPIA states:

“There is no automatic rule for identifying 

how much diversification is enough”, it then 

goes onto quote The 1992 Restatement:

“.. . Broader diversification is usually … 

preferred in trust investing,".

Although our proprietary Fiduciary Diversification 

number is not officially recognized in law, using 

comparative Fiduciary Diversification numbers can 

be a useful tool for documenting that a prudent 

process was followed in the performance of risk 

and diversification monitoring.

See Glossary

3



Legacy Portfolio Correlation Matrix 3-Years Trailing

Correlation values in the 90s, 80s, and 70s are color coded red, orange, and yellow, 
respectively to more easily identify securities that exhibited highly correlated price 
movements over the past 3-years. The matrix’s entire color impact visually indicates how 
highly correlated and under-diversified the overall portfolio is. Each constituent’s allocation 
percentage and corresponding Sharpe Ratio metrics are useful tools for customization when 
deciding which existing securities should be weighted differently or eliminated from the
portfolio, all together.
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Your Artificial Intelligent Assistant
Creates Portfolio Diversification

Alternatives For Your Review
The system automatically creates six new simulated portfolios from the 

original legacy portfolio, decreasing the legacy’s allocation in incre-

ments of 10%, 20%, 30% 40%, 50% and 60%, respectively. The 

original portfolio’s asset weightings are maintained within each 

portfolio’s declining legacy position. Their reciprocal percentages are 

filled with selected sector and/or industry proxies at weightings 

calculated by the system’s forward looking modeling algorithms to 

improve diversification outcomes. (Note: The Institute’s algorithm 

makes its allocation based on data known only at the beginning of the 

period studied with no knowledge of what happened during the period.)

The six newly created portfolios undergo the same quantitative risk 

factor analysis as the original legacy portfolio received in its stand-

alone analysis, and all seven portfolios are also subjected to a 

qualitative risk factor analysis



6 – Portfolios & Benchmark
Comparative Performance Metrics
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6 – Portfolios & Benchmark
Comparative Diversification Metrics
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60% - 40% Portfolio Analysis

This is the starting point where in this case the user can confidently build and

implement his/her own customized risk return tradeoff solution and document

the prudent process that was followed.

Note – If there are any restrictions limiting the fiduciary's ability to invest in 

certain securities specified in a Financial Plan, Investment Policy Statement,

Trust Document, or other expression of investment constraint, the fiduciary

would be well advised to fully document those restrictions.



7- Portfolio
Risk/Reward Scatter Chart
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7- Portfolio  
Comparative P & L Chart
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60%-40% Portfolio 
Rolling Allocation Chart
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Annually, on the anniversary date, the system rebalances the legacy constituents and re-

optimizes the non-legacy portion of each one of the six new portfolios. On each of the three 

annual anniversary dates (of portfolio input) the system rebalances the portfolio’s initial legacy 

weightings to their originally entered percentages reduced to the total percentage allocated to the 

portfolio’s legacy portion, and concurrently optimizes for best fit diversification outcomes the non-

legacy portion from a list of 61 curated sectors and sub-sectors.

The above chart graphically illustrates the combined re-balancing /re-optimization of the selected 

portfolio, and the following two pages present the value changes and their respective allocations 

resulting from the re-balancing/re-optimization activity. Forward Forecasting of Recommended 

sectors or sub-sectors is done by the algorithm based only on information available before the 

date of each forecast.



60%-40% Portfolio
Rolling Allocation Table
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60%-40%  Portfolio
Rolling Value Table
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60% - 40% Forward Looking Allocation 
Based On 3-Year Trailing Correlation Matrix

Visually this matrix shows the importance of 

identifying non-correlation of price movements 

between different securities. It is the most important 

part of Diversification.

Note that the legacy portfolio comprises the first 16 

constituents and contains almost all of the highly 

correlated holdings.

The system improved diversification by 

replacing the legacy’s overall weighting with a 

number of less correlated assets.

The following slide provides additional 

information that allows the user to easily 

customize portfolios.
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60% - 40% Portfolio
Table of Correlation Scores, Allocations, & Sharpe Ratios

Look at this table as an Artificial IntelligentAssistant 

suggesting a course of action and really enhancing your 

ability to customize. Look for a high total score (too 

correlated) with a low Sharpe Ratio (less return or more 

risk) especially when it involves one the securities 

exhibiting higher allocation. See any here?

Sometimes these three-year figures show a negative 

Sharpe Ratio. So, look at shorter periods., which can be 

done easily while on the platform)

Finally, go back and choose the portfolios with higher and 

lower legacy portion of your chosen portfolio. In the 

instant case, perhaps 70-30.

If good results only occurred at 50-50 or 40-60 then that, 

by itself, is an indication that you should consider all the 

suggestions noted and rethink the starting allocation 

applying the information provided..

Omitted from this analysis is when to re-establish the 

compensated risk element to the portfolio by re-

introducing a fixed income portion. Expect no large benefit 

from reducing uncompensated risk since these mixed 

portfolios replace the risk asset compensated risk with 

fixed income compensated risk (which has its own 

unique risks added).
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