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White Label UMA Models reflect the most current thinking of 

Envestnet | PMC’s research and portfolio management teams.

Changes to Envestnet I PMC’s Asset Class Portfolios for 2022

Envestnet | PMC’s Asset Class Portfolio (ACP) methodology is based on the bootstrapped mean-
variance optimization approach and employs market-cap based constraints, which effectively create 
admissible regions for optimal weights.  The final weights are then decided by the relative changes in 
the Capital Market Assumptions (CMAs) year-over-year, employed in a bootstrap setting.

While understanding the year-over-year changes in the optimal allocations is not always a clear-cut 
exercise due to the complexity of the optimization problem, oftentimes it is possible to discern the 
effect of changes in CMAs on final allocations.  For example, the largest change in PMC’s ACPs this 
year was to the allocation of domestic Large Cap equity asset class.  In particular, the 50/50 equity/
fixed income split changed from about (the precise allocation changes will depend on specific 
parameter selections, such as equity/fixed income split, diversifying asset choices, and minimum 
allocation constraints) 19.6 percent to about 21 percent – a 140 bps increase.

The reason for this meaningful positive change is the increase in Sharpe Ratio (SR) of Large Cap 
relative to SR changes in other asset classes. In turn, the change in SR was the result of the increase 
in our forecast for the Large Cap equity asset class.  To wit, the All-Cap asset class expected return, 
which serves as an anchor in our CMA estimation methodology (please see the CMA methodology 
document) increased from 5.37 percent to 5.83 percent, in nominal arithmetic terms.

Replacement of Schroders International Alpha ADR Strategy with the Blackrock 
International Equity ADR Strategy

The Schroders International Alpha ADR strategy’s strong performance track record has led to 
steady asset growth over the past few years. Schroders has earmarked a certain amount of capacity 
for different strategy vehicles, and the ADR vehicle has exceeded their originally intended limit. 
Therefore, Schroders decided they would soft close the ADR vehicle on April 30, 2022, as their asset 
level has reached capacity. Schroders looks at capacity across their entire international equity suite of 
products, not just at the individual strategy level. Therefore, capacity estimates seem conservative for 
an international large cap core product. Although disappointing to see a strong product soft close, we 
believe alpha generation for existing clients will be preserved at this asset level. 

For future clients seeking a replacement manager, we recommend the Blackrock International Equity 
ADR strategy. It is a concentrated, benchmark agnostic portfolio of 30 to 40 names with moderate 
(~20%) EM exposure and will typically be core with a growth bias. The Blackrock International Equity 
team draws on an impressive array of resources, such as regional and thematic equity teams, an ESG 
team, a quant team, and an impressive array of analytical tools. When these resources are harnessed 
by the veteran two-person co-PM team and dedicated six-person analyst team, they create a product 
that is in the upper echelon of peers and carries a research status of “Approved – Qualitative.”
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Models affected by the replacement of Schroders International Alpha ADR 
Strategy with the Blackrock International Equity ADR Strategy

Style Tier Qual/Non-Qual Allocation

Active 1 Qualified 20/80

Active 1 Non-Qualified 20/80

Active 2 Qualified 40/60

Active 2 Qualified 60/40

Active 2 Qualified 80/20

Active 2 Qualified 100/0

Active 2 Non-Qualified 40/60

Active 2 Non-Qualified 60/40

Active 2 Non-Qualified 80/20

Active 2 Non-Qualified 100/0

Active 3 Qualified 100/0

Active 3 Non-Qualified 100/0

Victory Trivalent International Small Cap Fund Soft Closes and no Suitable 
Replacement can be Recommend

We were informed in late 2021 that the Victory Trivalent International Small Cap Fund, our current 
Select List option in the international small cap core space would soft close late in the first quarter of 
2022. 

The Victory Trivalent International Small Cap mutual fund’s strong long-term performance track 
record has led to stable asset growth and the impending soft close as it ranks in the top percentile of 
foreign small/mid blend peers over the trailing 10-year period. The investment team reviews capacity 
regularly by looking at specific criteria they believe is important including average daily trading 
volume, investment universe size and liquidity, alpha generation, etc. Their main goal is to preserve 
alpha generation potential for existing clients, which we appreciate. Therefore, they’ve decided this 
is the appropriate time to soft close. We are comfortable with asset levels, as well as liquidity and 
reasonable estimated trading times for securities in the portfolio but are pleased to see the team is 
implementing a soft close to protect the interests of existing shareholders.

An exhaustive search was initiated to find a replacement, and after surveying the universe, we could 
not find a suitable replacement due to a lack of custodial availability and high minimum investment 
requirements.

As such, for our 2022 Asset Class Portfolio updates, we have decided to roll up our international small 
cap asset class exposure back into our international large cap weightings across all of the effected 
risk classes models.
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Models affected by the soft close of the Victory Trivalent International 
Small Cap Fund

Style Tier Qual/Non-Qual Allocation

Active 1 Qualified 60/40

Active 1 Qualified 80/20

Active 1 Qualified 100/0

Active 1 Non-Qualified 60/40

Active 1 Non-Qualified 80/20

Active 1 Non-Qualified 100/0

Active 2 Qualified 60/40

Active 2 Qualified 80/20

Active 2 Qualified 100/0

Active 2 Non-Qualified 60/40

Active 2 Non-Qualified 80/20

Active 2 Non-Qualified 100/0

Active 3 Qualified 60/40

Active 3 Qualified 80/20

Active 3 Qualified 100/0

Active 3 Non-Qualified 60/40

Active 3 Non-Qualified 80/20

Active 3 Non-Qualified 100/0

ActivePassive 1 Qualified 60/40

ActivePassive 1 Qualified 80/20

ActivePassive 1 Qualified 100/0

ActivePassive 1 Non-Qualified 60/40

ActivePassive 1 Non-Qualified 80/20

ActivePassive 1 Non-Qualified 100/0

ActivePassive 2 Qualified 60/40

ActivePassive 2 Qualified 80/20

ActivePassive 2 Qualified 100/0

ActivePassive 2 Non-Qualified 60/40

ActivePassive 2 Non-Qualified 80/20

ActivePassive 2 Non-Qualified 100/0

ActivePassive 3 Qualified 60/40
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Style Tier Qual/Non-Qual Allocation

ActivePassive 3 Qualified 80/20

ActivePassive 3 Qualified 100/0

ActivePassive 3 Non-Qualified 60/40

ActivePassive 3 Non-Qualified 80/20

ActivePassive 3 Non-Qualified 100/0

ActivePassive with Alternatives 1 Qualified 80/20

ActivePassive with Alternatives 1 Qualified 100/0

ActivePassive with Alternatives 1 Non-Qualified 80/20

ActivePassive with Alternatives 1 Non-Qualified 100/0

ActivePassive with Alternatives 2 Qualified 80/20

ActivePassive with Alternatives 2 Qualified 100/0

ActivePassive with Alternatives 2 Non-Qualified 80/20

ActivePassive with Alternatives 2 Non-Qualified 100/0

ActivePassive with Alternatives 3 Qualified 80/20

ActivePassive with Alternatives 3 Qualified 100/0

ActivePassive with Alternatives 3 Non-Qualified 80/20

ActivePassive with Alternatives 3 Non-Qualified 100/0
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Disclosure

These are suggested allocations provided by PMC to assist financial advisors in making recommendations. As per 

the terms of the UMA program, Financial Advisors are responsible for all allocation recommendations to ensure 

they meet the best interests of each client. PMC Guidance will update annually. Financial Advisors should be 

mindful of any changes in guidance, and determine whether any changes are required of their clients’ portfolios.

The information, analysis, and opinions expressed herein are for general information only. Nothing contained in this document 

is intended to constitute legal, tax, securities, or investment advice, nor an opinion regarding the appropriateness of any 

investment, nor a solicitation of any type. Investing carries certain risks and there is no assurance that investing in accordance 

with the portfolios mentioned will provide positive performance over any period of time. Investors could lose money if they 

invest in accordance with the portfolios discussed herein. Past performance is not indicative of future results.

Investors should consult with an investment advisor to determine the appropriate investment vehicle. Investment decisions 

should always be made based on the investor’s specific financial needs and objectives, goals, time horizon, and risk tolerance. 

The statements contained herein are based upon the opinions of Envestnet | PMC and third party sources. Information 

obtained from third party sources are believed to be reliable but not guaranteed. All opinions and views constitute our 

judgments as of the date of writing and are subject to change at any time without notice.

Exchange Traded Funds (ETFs) and mutual funds are subject to risks similar to those of stocks, such as market risk. Investing 

in ETFs may bear indirect fees and expenses charged by ETFs in addition to its direct fees and expenses, as well as indirectly 

bearing the principal risks of those ETFs. Income (bond) ETFs and mutual funds are subject to interest rate risk which is the risk 

that debt securities in a fund’s portfolio will decline in value because of increases in market interest rates.

Alternative Investments may have complex terms and features that are not easily understood and are not suitable for all 

investors. You should conduct your own due diligence to ensure you understand the features of the product before investing. 

Alternative investment strategies may employ a variety of hedging techniques and non-traditional instruments such as inverse 

and leveraged products. Certain hedging techniques include matched combinations that neutralize or offset individual risks 

such as merger arbitrage, long/short equity, convertible bond arbitrage and fixed-income arbitrage. Leveraged products are 

those that employ financial derivatives and debt to try to achieve a multiple (for example two or three times) of the return or 

inverse return of a stated index or benchmark over the course of a single day. Inverse products utilize short selling, derivatives 

trading, and other leveraged investment techniques, such as futures trading to achieve their objectives, mainly to track the 

inverse of their benchmarks. As with all investments, there is no assurance that any investment strategies will achieve their 

objectives or protect against losses.

Investments in smaller companies carry greater risk than is customarily associated with larger companies for various reasons 

such as volatility of earnings and prospects, higher failure rates, and limited markets, product lines or financial resources. 

Investing overseas involves special risks, including the volatility of currency exchange rates and, in some cases, limited 

geographic focus, political and economic instability, and relatively illiquid markets. Income (bond) funds are subject to interest 

rate risk, which is the risk that debt securities in a fund’s portfolio will decline in value because of increases in market interest 

rates.

Neither Envestnet, Envestnet | PMC nor its representatives render tax, accounting, or legal advice. Any tax statements 

contained herein are not intended or written to be used, and cannot be used, for the purpose of avoiding U.S. federal, state, or 

local tax penalties. Taxpayers should always seek advice based on their own particular circumstances from an independent tax 

advisor.
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