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Today’s presentations contain forward-looking statements. All state-
ments made that are not historical facts are subject to a number of risks 
and uncertainties, and actual results may differ materially. Please refer to 
our most recent earnings release and our most recent Form 10-Q or 10-K 
for more information on the factors that could cause actual results to 
differ. 
!
Today’s presentations also contain non-GAAP financial measures. Please 
refer to the slides at the end of the presentations for a reconciliation to 
the applicable GAAP measures.
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Leveraging proprietary research/intellectual property

Moat

Wide

Stewardship: Exemplary

Fair Value

47.00
Assessment

6% Undervalued
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Leveraging proprietary research/intellectual property

funds covered globally manager research  
analysts globally



Driving research innovation

No Portfolio is an Island

David Blanchett, CFA, CFP®

Head of Retirement Research
Morningstar Investment Management 
david.blanchett@morningstar.com

Philip Straehl
Senior Research Consultant & Portfolio Manager
Morningstar Investment Management
philip.straehl@morningstar.com

22 W Washington, Chicago, IL
Working Paper, January 24, 2014 

7KH�VFHQDULR�FRQVLGHUHG�KHUH�GHPRQVWUDWHV�WKDW�
HYHQ�DW�LWV�SHDN��īQDQFLDO�FDSLWDO�QHYHU�DFFRXQWV�
IRU�PRUH�WKDQ�����RI�WKH�WRWDO�ZHDOWK�RI�WKH�
LQGLYLGXDO��7KLV�LQVLJKW�LQ�WXUQ�UDLVHV�WKH�TXHVWLRQ��
How can an asset allocation based entirely on 
less than half of a client’s assets truly be optimal?
 
Total Wealth Optimizations
7R�VWXG\�WKH�LPSDFW�RI�LQFOXGLQJ�WKHVH�GLPHQVLRQV�
of wealth in a portfolio optimization setting, we 
FUHDWHG�������VLPXODWLRQV��UHSUHVHQWLQJ�GLĭHUHQW�
combinations of wealth based on job type, location 
of housing wealth, and age. We call these “total 
wealth portfolios.” For human capital, we consider 
the human capital associated with the 10 
industries mentioned earlier. For housing wealth, 
we incorporate the housing wealth of the 10 U.S. 
cities. Finally, we incorporate 10 scenarios, 
UHSUHVHQWLQJ�GLĭHUHQW�UHODWLYH�SURSRUWLRQV�RI�HDFK�
of the four wealth components based on ages 
between 30 and 70. 

(YHU\�SRVVLEOH�FRPELQDWLRQ�RI�WKHVH�VLPXODWLRQV�
OHDYHV�XV�ZLWK�D�������WRWDO�ZHDOWK�FRPELQDWLRQV��

7KH�ORZHU�QXPEHU�VLPXODWLRQV���ś�����UHĬHFW�
SRWHQWLDO�DVVHW�ZHLJKWV�IRU�DQ�LQGLYLGXDO�\RXQJHU�
WKDQ�����ZKR�KDV�KLJKHU�UHODWLYH�OHYHOV�RI 
KXPDQ�FDSLWDO��7KH�KLJKHU�QXPEHUV�����ś�������
UHĬHFW�SRWHQWLDO�ZHLJKWV�IRU�DQ�LQGLYLGXDO�ROGHU�
WKDQ�����ZKR�KDV�KLJKHU�UHODWLYH�OHYHOV�RI�WKH�RWKHU�
WKUHH�DVVHWV��PRVW�QRWDEO\�SHQVLRQV��7KH�
DJH�EDVHG�VFHQDULRV�DUH�VKRZQ�LQ�EXHIBIT 3 . 

We placed three constraints on the optimization 
WR�UHĬHFW�FRPPRQ�LQYHVWRU�FRQVLGHUDWLRQV�DV 
ZHOO�DV�WR�PRUH�HDVLO\�LVRODWH�WKH�GLĭHUHQFHV�WKDW�
UHVXOW�IURP�KROGLQJ�GLĭHUHQW�DPRXQWV�DQG 
types of wealth. First, there is no shorting (i.e., 
DOO�DVVHW�FODVV�ZHLJKWV�PXVW�EH�SRVLWLYH���6HFRQG� 
the maximum allocation to a single asset 
FODVV�LV�����RI�WKH�SRUWIROLR��7KLV�HQVXUHV�WKH�
SRUWIROLR�PXVW�KDYH�ZHLJKWV�WR�DW�OHDVW�īYH�DVVHW�
FODVVHV��7KLUG��WKH�UHWXUQ�RI�WKH�īQDQFLDO 
DVVHWV��L�H���WKH�SRUWIROLR��PXVW�EH�HTXDO�WR�WKH�
DYHUDJH�TXDUWHUO\�UHWXUQ�RI�DOO�DYDLODEOH�DVVHW�
FODVVHV�RYHU�WKH�WHVW�SHULRG��ZKLFK�ZDV������� 
7KH�WKLUG�FRQVWUDLQW�LV�LQFOXGHG�WR�HQVXUH 
the resulting allocations are at least somewhat 

EDODQFHG�DFURVV�ERWK�HTXLWLHV�DQG�ī[HG�LQFRPH��
*LYHQ�WKHVH�WKUHH�DVVXPSWLRQV��WKH�UHWXUQ 
RI�HDFK�RI�WKH�īQDQFLDO�DVVHWV�IRU�WKH�RSWLPL]HG�
portfolios will be identical (within four decimal 
SODFHV���KRZHYHU��WKH�DVVHW�FODVV�ZHLJKWV 
ZLOO�YDU\�E\�VFHQDULR�GHSHQGLQJ�RQ�WKH�ULVNLQHVV�RI�
the other assets (human capital, housing 
ZHDOWK��DQG�SHQVLRQ�ZHDOWK���DQG�WKHLU�ZHLJKWV��
that are included in the optimization. 

7KH�UHVXOWV�RI�WKH�RSWLPL]DWLRQV�DUH�VKRZQ 
in EXHIBIT 4 ��7KH�FKDUW�VKRZV�WKH�SHUFHQWDJH�
GLĭHUHQFHV�EHWZHHQ�WKH�RSWLPDO�SRUWIROLR�
allocations for the 1,000 total wealth simulations 
and the optimal allocations that ignore human 
capital, real estate, and pension wealth—what we 
WHUP�WKH�œQRQ�WRWDO�ZHDOWK�SRUWIROLR�Ŕ

EXHIBIT 4  allows us to identify some important 
patterns in terms of how incorporating a person’s 
total wealth into the portfolio optimization 
has an impact on the portfolio weights. 

)LUVW��WKH�UHODWLYH�GLVSHUVLRQ�LQ�WKH�RSWLPDO�DVVHW 
DOORFDWLRQV�LV�FOHDUO\�PRUH�VLJQLīFDQW�IRU�\RXQJHU�
LQGLYLGXDOV�ZLWK�KLJKHU�OHYHOV�RI�LQGXVWU\� 
VSHFLīF�KXPDQ�FDSLWDO��ZLWK�VRPH�DEVROXWH�
GLĭHUHQFHV�H[FHHGLQJ�����ZKHQ�FRPSDUHG�ZLWK�
WKH�QRQ�WRWDO�ZHDOWK�RSWLPL]HG�SRUWIROLRV� 
For simulations 1 to 200, based on scenarios 1 
and 2 in EXHIBIT 3 , where the human capital 
ZHLJKW�LV������WKH�DYHUDJH�DEVROXWH�GLĭHUHQFH�
YHUVXV�WKH�QRQ�WRWDO�ZHDOWK�SRUWIROLR�LV��������
ZKLOH�WKH�DYHUDJH�GLĭHUHQFH�YHUVXV�WKH 
DYHUDJH�RYHUDOO�SRUWIROLR�LV��������%RWK�RI�WKHVH�
UHSUHVHQW�VLJQLīFDQW�GLĭHUHQFHV�LQ�WKH�DOORFDWLRQV�
WR�GLĭHUHQW�DVVHW�FODVVHV�
 
$FURVV�HDFK�RI�WKH�RSWLPL]HG�VLPXODWLRQV��ZKHQ�
FRPSDULQJ�WKH�WRWDO�ZHDOWK�SRUWIROLRV�WR 
WKH�QRQ�WRWDO�ZHDOWK�SRUWIROLRV��WKHUH�DUH�ORZHU 
DOORFDWLRQV�WR�ORQJ�WHUP�ERQGV��HVSHFLDOO\�
KLJK�\LHOG�ERQGV��7KHVH�UHGXFWLRQV�DUH�RĭVHW�ZLWK�
KLJKHU�DOORFDWLRQV�SULPDULO\�WR�ODUJH�JURZWK 
stocks and commodities. When comparing 
WKH�WRWDO�ZHDOWK�RSWLPL]HG�SRUWIROLRV�ZLWK�HDFK 
RWKHU��LW�LV�GLĮFXOW�WR�SLQSRLQW�FRPPRQ 
GLĭHUHQFHV��DOWKRXJK�DOORFDWLRQV�WR�ORQJ�WHUP�
bonds increase in scenarios where pensions 
DUH�D�VLJQLīFDQW�DVVHW��DQG�ZKHUH�WKH�LQGLYLGXDO 
LV�DVVXPHG�WR�EH�ROGHU���

How the Components of a Person’s Wealth Change Over a Lifetime: $�SHUVRQŒV�
KXPDQ�FDSLWDO�LV�WKH�GRPLQDQW�DVVHW�HDUO\�LQ�KLV�RU�KHU�FDUHHU��2YHU�D�OLIHVSDQ��
KXPDQ�FDSLWDO�GLPLQLVKHV��UHDFKLQJ����ZKHQ�WKH�SHUVRQ�UHWLUHV��0HDQZKLOH��RWKHU�
forms of wealth play larger roles.

EXHIBIT 2
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No Portfolio is an Island



Technology Innovation



IRA

Need a plan for your plan?
We’ll help you focus.
Give us 2 minutes, and we’ll walk you through how much to save, 

where to invest it and options for managing your money going forward. 

(Seriously. You’ll spend more time brushing your teeth.)

Want to see our Privacy Policy? 

We do this every day.
We’ve made investing for retirement easy for more than a million people 
who either didn’t have the  time, interest or know-how to do it 
WKHPVHOYHV��&OLFN�EHORZ�WR�VHH�KRZ�ZHŒYH�KHOSHG�GLĭHUHQW�SHRSOH�JHW�
closer to their goals. 

Let’s Get Started

We see your bigger picture.
No cookie-cutter advice here. We’ll help you sort out this new account in the 
context of any other money you have earmarked for retirement— 
pensions, IRAs, Social Security, old 401(k)s, your spouse’s savings, inheritances, 
you name it.

Let’s Get Started

Let’s Get Started

Let’s Get Started

We’re independent. 
<Your Company> has joined these other major companies in 
choosing Morningstar to help you manage your money. 
And that’s a good call, because our experts don’t sell investments 
or get paid to make certain recommendations. 

We work for you. Your bottom line is the only one that matters.  

Let’s Get Started

:H�FDQ�KHOS�\RX�īJXUH�WKLV�RXW�
Your personalized plan is just 2 minutes away.

Doug, 42
Now

Has $218,000 saved

Wants to retire at 60

Stock-heavy portfolio

Married

1 kid in college

Lessen risk.

We added bonds and spread Doug’s stocks among 

larger companies with fewer competitors.

Retire at 62.

Retiring later gives Doug a bigger cushion and 

he can take advantage of a higher Social Security 

payout.

Save more.

We suggested Doug put a little more into his 

retirement account each paycheck.

Our Plan For Him

62

© 2014 Morningstar Associates, LLC. All rights reserved. Investment advisory services are 

provided by Morningstar Associates, LLC, a registered investment advisor and wholly owned 

subsidiary of Morningstar, Inc.

Methodology 

Advisory Agreement 

Privacy Policy

Firm Brochure

Contact Us

Click here for important disclosures about the case studies shown

Rebuilding core software architecture

Today Our Picks Your Portfolio

Search for Quotes, Ratings, Topics

Market BarometerPerformance

Mid

Small

Large

+ 1.25% - 1.25%

1D 1Wk 1Mo

3Mo 1Yr 3Yr

U.S Europe Asia

News Market Barometer Global Markets 

8�6��6WRFNV�7XUQ�'RZQZDUG�
)ROORZLQJ�<HOOHQ�7HVWLPRQ\

Fed’s Yellen: Rate Increases Draw Nearer  
as Economy Strengthens

Yellen Comments Spark Selling in Treasury 
Bonds

Mid

Small

Large

+ 1.25% - 1.25%

1D 1Wk 1Mo

3Mo 1Yr 3Yr

9 March 2015 3:00PM  EST  USD 9 March 2015 3:00PM  EST  USD

Morningstar U.S. Market Index

Markets

Indexes Futures Commodites

U.S.    Europe AsiaTuesday, April 7, 2015

10/7 10/8 10a 12p 2p Value
17,480

17,569.99

17,587.00 17,600

17,567.86

Welcome, Joe

Morningstar Minute

Should you Plant a Currency 
Hedge in Your Portfolio?
As the dollar dominates, currency-
hedged ETFs have recently 
delivered.

4 Dangerous Assumptions That Could 
Hurt Your Retirement Plan
%\�WKH�WLPH�UHWLUHPHQW�VDYHUV�UHDOL]H�WKH�HUURU�RI�WKHLU�ZD\V�� 
LW�PD\�EH�WRR�ODWH��ZULWHV�0RUQLQJVWDUŒV�&KULVWLQH�%HQ]�

Bucket Portfolios for 
Retirement Income: 
Step by Step
Christine Benz walks through the 
basics of setting up a ‘bucket’ 
retirement portfolio.

Age 69 1/2: The IRA Owner’s 
Most Important Year?
Surprise: 69 1/2 is a major year in 
the ‘life planning calendar.’

Portfolio

Name                                                             Price      Change

Fairholme                                               34.98         0.09

General Mills Inc                                  52.13          0.00

Matthews Asia Dividend Investor       16.18         -0.12

Vanguard High-Yield Corporate           81.56          0.41

Vanguard International Explorer         17.39        -0.17

Vanguard Total Bond Market              10.84        -0.80

Vanguard High-Yield Corporate           81.56          0.41

Vanguard International Explorer         17.39        -0.17

Portfolio Value                       2,052,710    -11,215

>

Kate’s Portfolio



Revamping database and platform infrastructure

Data Collection Data Storage Calculations 
& Services

Data Governance,  
Delivery & Support

Dissemination



Introducing new advisor iPad app
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Enhancing user experience

IRA

Need a plan for your plan?
We’ll help you focus.
Give us 2 minutes, and we’ll walk you through how much to save, 

where to invest it and options for managing your money going forward. 
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or get paid to make certain recommendations. 

We work for you. Your bottom line is the only one that matters.  
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Your personalized plan is just 2 minutes away.

Doug, 42
Now

Has $218,000 saved

Wants to retire at 60
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1 kid in college
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We added bonds and spread Doug’s stocks among 

larger companies with fewer competitors.

Retire at 62.

Retiring later gives Doug a bigger cushion and 
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payout.

Save more.

We suggested Doug put a little more into his 

retirement account each paycheck.

Our Plan For Him
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Enhancing user experience
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Shedding light on Morningstar research

The magazine of independent research for the world’s financial professionals

gStop Watching the Fed gManaging Money and Happiness gAnd the latest investing trends from around the world...

February/March 2015

Paying the Price
Fees eat away at returns. A new framework helps investors evaluate what they’re spending.

M
orningstar 
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Fees 
Total W

ealth 
Value Investing in India

global.m
orningstar.com

/M
orningstarm

agazine

Also in this issue

The magazine of independent research for the world’s financial professionals

gAuto-Enrollment Gains Traction gAn Economic Fallacy Exposed gAnd the latest investing trends from around the world...

April/May 2015

Balancing Act
Currency risks are on investors’ minds. But research shows the risks level out over time.

M
orningstar 

April/M
ay 2015

Currency 
Popularity 

High-Yield Energy Bonds
global.m

orningstar.com
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> 5.0%< –5.0% 0.0% 0.1 to 4.9%

Undervalued

Morningstar Global Valuation Lens

Overvalued

Greater Europe 8.6%

–4.9 to –0.1%

Fairly Valued

Price/Fair Value by Country 02/28/2015

As Germany and China see their stock markets rise, falling crude prices have hurt oil-dependent economies 
such as Nigeria and Russia. Meanwhile, political drama has dinged Greece and Argentina. 

Chile 2.4%

Pakistan –0.4%

Indonesia 5.6%

U.S. 4.0%

Greater 
Asia 9.5%

United States 4.0%

Brazil –0.4%

Nigeria –8.6%

South Africa 6.9%

Argentina –3.4%

Finland 9.3%

Russia –4.2%

France 6.2%

Norway 2.0%

China 17.8%

Japan 11.2%

South Korea –0.8%

New Zealand 6.2%

U.K. 1.6%

Mexico 6.5%

Canada 4.7%

India 9.9%

Germany 16.6%

Australia 1.1%

Portugal 1.4%

Sweden 11.0%
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Four Major Customer Groups

Advisor Asset 
Management

Retirement Individual 
Investor
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financial advisors
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firms



Advisor Asset 
Management

Retirement Individual 
Investor

Four Major Customer Groups

25
financial advisors

1
asset management 
firms

24  
plan providers

290,000  
plan sponsors

24.4 million  
plan participants



Four Major Customer Groups

Advisor Asset 
Management

Retirement Individual 
Investor



Helping advisors improve their practices

vs.



Helping advisors improve their practices

assets aggregated daily data sources



Helping advisors improve their practices

Managed Portfolios Growth ($bil)

14

6.1 6.0

8.0

10.4

0504

12.4

13121110

12.8

Q1 / 15



Helping asset managers with in-depth research and analysis

10,055

14

4,773
6,134

7,388
8,514

05

13121110

Morningstar Direct licenses: 
+18.1% in 2014



Helping asset managers with in-depth research and analysis

Net promoter score 
Morningstar Direct users (U.S.) in 2014



Helping asset managers and advisors find great stocks



Helping asset managers and advisors find great stocks

I just want to tell you guys that the quality of  
your service and your research is ten times better  
than anything we ever got from [Competitor X].  
Our advisors absolutely love your research, and we  
have not gotten a single complaint.” 
!
Equity research client

“



Helping people prepare for retirement

plan participant accounts



Helping people prepare for retirement

Assets under management/advisement ($bil)

14

36.8

13.3

Managed retirement accounts

Custom models

Plan sponsor advice

13121110

26.7

31.7

11.0

22.9

25.1

4.4

17.7

19.9

2.5

15.0

19.6
1.8

13.7

35.1 37.4
47.2

65.6
76.8



Helping workers achieve financial wellness

Employees lack a financial foundation

Secondary

Primary



Helping workers achieve financial wellness

% of companies planning to focus on financial wellness

2012 Aon-Hewitt Survey

32%

2015 Aon-Hewitt Survey

93%



Gaining traction in credit ratings

$3.4

$13.3 $15.4

$33.7

$24.5

10 11 12 13 14

5
13

19

38

52

Completed

Growth in CMBS new-issue ratings ($bil)



Stepping up marketing efforts

  

Everything Morningstar.

 Allocations, optimizations, and attributions 
 backed by our data. These analytics help  

 you develop investment strategies and find the 

best managers to fulfill portfolio mandates. It’s also  

easy to generate custom peer groups and track asset 

flows for peer and trend analysis.

 Research from one of the largest teams  
 of independent analysts in the business. Our  

� PRUH�WKDQ�ɗɚɕ�DQDO\VWV�XVH�FRQVLVWHQW� 
methodologies to provide clear guidance and actionable 

ideas. Our innovative moat valuation models for  

equity analysis and five-pillar framework for manager 

research are available through our Analyst Access service.

 Industry-leading global data is the foundation  
 of Morningstar Direct. We believe our data 

 is the highest quality available. We’re  

known for our fund data and historical portfolio holdings, 

but Morningstar Direct
SM

 also covers equities, separate 

accounts, hedge funds, and exchange-traded funds, plus 

indexes and real-time pricing data.

Designed for asset managers and advisors, Morningstar Direct
SM

 delivers the information and insight you  
need to select, create, and market your investments—all in one platform. And we make it easy to transform  
your research into professional, customized communications.

To see Morningstar Direct in action, go to everything.morningstar.com or call +1 866 383-4217. 

ťɗɕɖɚ�0RUQLQJVWDU��$OO�5LJKWV�5HVHUYHG�
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Stepping up marketing efforts

 

Morningstar is Research

 Our analysts speak candidly, even if it 

 means diverging from conventional wisdom.  

 But they all use consistent methodologies,  

taking the long view and focusing on the fundamentals. 

Our emphasis on analyzing a company’s competitive  

advantages, or economic moats, is the foundation of our 

equity research methodology. Manager research  

analysts examine the five key areas of a strategy—people, 

parent, process, performance, and price.  

 Engage directly with our analysts about   

 what’s relevant to your investing strategy.   

 Institutional investors interact with our analysts 

to gain clarity on investments. They use our Analyst Access 

service as a primary source for research or to strengthen 

their in-house teams. We also deliver timely research for 

institutional investors and advisors in our investment  

analysis platform, Morningstar Direct,
SM

 and for individual 

investors through Morningstar.com.®

 Gain the full market perspective on investing 

 from some of the top minds in the business.   

� <RXŒOO�VHH�WKH�FRPSOHWH�SLFWXUH�RQ�ə�ɘɕɕ� 
IXQGV��ɖ�əɕɕ�HTXLWLHV��WKH�PDUNHWV��DQG�LQYHVWPHQW�WKHPHV�� 
:H�KDYH�PRUH�WKDQ�ɗɚɕ�HTXLW\�DQG�PDQDJHU�UHVHDUFK� 
analysts around the world, because the best assessments 

come from having analysts on the ground. And we  

keep our analyst-to-investment ratio low, so our team can 

dig into the companies and strategies they cover. 

Get your next investing idea from one of the world’s largest independent analyst teams. We offer  
a distinct combination of extensive coverage, proven methodologies, and objective analysis.

Get research reports tailored for you at analysts.morningstar.com or call +1 866 620-4797. 

Equity Research in Morningstar Direct
SM

Investment Research  

on Morningstar® for iPad®

New Prescription for Diagnostic Labs: Headwinds Ease and 
Moats Open Doors to New Opportunities

Major Diagnostic Reference Labs

Elements of Competitive Strength

Company Price ($) Fair Value ($)
Price/FV 

(%) Moat Moat Trend Cost Structure IT Investment
Analytics  
Investment

LabCorp 102.96 127.00 0.81 Narrow Positive

Quest Diagnostics 61.49 65.00 0.95 Narrow Stable

Sonic Healthcare AUD 17.57 AUD 18.00 0.98 Narrow Stable

Source: Morningstar

Key:

Slight  
Disadvantage

Strong  
Advantage

Slight  
Advantage

Strong  
Disadvantage

New changes on the horizon spurred by health care reform are creating substantial changes  
in the diagnostic lab market and squeezing reimbursement. We think the largest labs with narrow 
economic moats, including LabCorp LH, Quest Diagnostics DGX, and Sonic Healthcare SHL,  
are best-positioned to take advantage of the new opportunities. Based largely on cost and scale 
advantages, we project these labs should outpace market growth through 2020. From a valuation  
and strategic perspective, we believe LabCorp represents the best competitor to benefit from this 
evolving landscape.

September 2014

Healthcare

2 Key Takeaways

3 New Rx: Low-Cost Structure  
 to Survive the Unrelenting   
 Reimbursement Squeeze

18 Our Dx Pick: LabCorp Over Quest  
 Diagnostics 

21 Spotlight on Sonic Healthcare  

23 Healthcare Outlook 

23 Focus Lists

25 Calendar

26 Coverage Lists

 Debbie S. Wang
 Senior Analyst, Devices
 + 1 312 384-3937
 debbie.wang@morningstar.com

 Chris Kallos, CFA
 Analyst, Healthcare
 + 61 2 9276 4428
 chris.kallos@morningstar.com

 Damien Conover, CFA
 Director, Pharmaceuticals
 + 1 312 696-6052
 damien.conover@morningstar.com

Diamond Hill Small Cap A
DHSCX

Morningstar Analyst Rating

Œ

Morningstar Category Category Index Total Assets Inception Date Domicile Currency Morningstar Rating
US OE Small Value Russell 2000 Value TR USD 1,445

Mil USD
12/29/00 USA USD QQQQ

Style Map

Deep
Value

Value Blend Growth High
Growth

M
icro

Sm
all

M
id

Large
Giant

Regional Exposure

Americas
100.0%

Europe &
Africa
0.0%

Asia &
Australia
0.0%

People

Tom  Schindler 12/00
Christopher  Welch 04/07
Jason  Downey 02/13

Total Named Managers 3

Analyst View

Janet Yang, CFA
Senior Analyst and Strategist, Fund-of-Funds
Strategies

Morningstar Analyst Rating Œ

Morningstar Pillars
Process | Page 2-3 ∞ Positive
Performance | Page 4 ∞ Positive
People | Page 5 ∞ Positive
Parent | Page 6 ∞ Positive
Price | Page 7 ∞ Positive

Morningstar Analyst Rating
Morningstar evaluates mutual funds based on five key pillars, which its
analysts believe lead to funds that are more likely to outperform over the
long term on a risk-adjusted basis.

Analyst Rating Spectrum

Œ „ ´ ‰ Á

An impressive and improving
record.

Nov 25, 2014 | Strong stock-picking has put Dia-
mond Hill Small Cap in rare company.

After posting top quartile results in 2013,
this fund has set itself up for a repeat, outpacing
more than 80% of its small-value peers in the year
to date through October. That’s a feat that’s been
harder to accomplish than the numbers might sug-
gest. Of the 104 distinct small-value funds that
have been around since at least the beginning of
2013, only four have been able to place in the cat-
egory’s top quartile in both periods. That's partly
due to differences in market environments; while
more growth-oriented stocks tended to lead the
charge in 2013, this year has seen a rise of steadi-
er companies.

This fund’s ability to effectively navigate
both markets  has little,  if  anything,  to  do with
making fortuitous sector rotation or other timing
calls. Instead, portfolio manager Tom Schindler re-
lies upon the same bottom-up, fundamental in-
vestment process--buying stocks at discounts to
his estimates of their intrinsic business values--
that underlies all  of  Diamond Hill’s  investment

strategies.
In 2013, that process paid off when a num-

ber of holdings in the financials sector paid off
handsomely.  Municipal-bond  insurer  Assured
Guaranty  AGO, a holding in  the portfolio  since
2008, gained 68% that year after changes in its
credit rating and pending lawsuits made the firm’s
prospects appear brighter; Schindler believed the
stock was undervalued even absent those devel-
opments,  under a pessimistic case where it  no
longer wrote new business. The fund’s success so
far this year has been broader based, with indus-
trials and energy stocks performing particularly
well. Avis Budget Group CAR falls into the former
group, and it gained almost 40% in the year to
date as Schindler’s thesis of improved pricing in a
consolidating industry has played out.

Over his almost seven years leading the
fund, Schindler has garnered one of the top re-
cords among his small-value peers by finding the
stock-by-stock discrepancies in  business value
versus stock price. Investors here are in capable
hands.

2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014

10K

15K
20K

30K

Performance 12/31/14

Growth of 10,000
Annualized USD

Value
USD

Ret
%

Fund 27,004 9.45
Category 24,362 8.43
Index 23,797 8.20

Full Manager Change
Partial Manager Change
Bear Market

Morningstar Rating
QQQQQ
QQQQ
QQQ
QQ
Q

& & ) * & * ) ) ( & * Quartile Rank in Category

1 2 97 35 8 50 78 78 74 23 43 Percentile Rank in Category
29.26 12.90 7.03 -3.79 -25.99 28.92 22.99 -7.17 12.88 39.70 4.60 % Total Return USD

8.12 6.50 -9.24 2.29 6.25 -2.40 -3.18 -2.71 -3.13 3.49 1.26 +/- Category
7.02 8.19 -16.45 5.99 2.94 8.34 -1.52 -1.67 -5.18 5.18 0.38 +/- Index

0 3 3 3 6 3 3 3 3 6 3 Process
Equity Style Box

Asset Allocation
Stock Bond Cash Other

Super Sector
— 9 9 11 14 25 27 22 20 17 18 % x Defensive
— 54 52 52 45 43 37 39 38 41 35 % w Sensitive
— 38 38 37 41 32 36 40 42 42 46 % m Cyclical

— 1.45 1.42 1.39 1.35 1.38 1.37 1.33 1.31 1.31 — % Price TER/OGC

Morningstar Global Fund Report | Print Date: January 08, 2015 | FINRA Members: For internal use or client reporting purposes only.

©2015 Morningstar, Inc. All rights reserved. The information, data, analyses, and opinions contained herein (1) include the co nfidential and proprietary information of Morningstar, Inc., (2) may not  be copied or redistrib-
uted, (3) do not constitute investment advice offered by Morningstar, Inc., (4) are provided solely for informational purposes and therefore are not an offer to buy or sell a security, and (5) are not warranted to be correct,
complete or accurate. Morningstar, Inc. shall not be responsible for any trading decisions, damages, or other losses resulting from, or related to, this information, data, analyses or opinions or their use. Analyst Ratings are
subjective in nature and should not be used as the sole basis for investment decisions. Analyst Ratings are based on Morningstar current expectations about future events; therefore involves unknown risks and uncertain-
ties that may cause Morningstar expectations not to occur or to differ significantly from what was expected. Morningstar does not represent its Analyst Ratings to be guarantees nor should they be viewed as an assess-
ment of a fund or the fund underlying securities creditworthiness.
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Stepping up marketing efforts

 

 With 40+ managed portfolios to choose from,  

 we’ve got choices for all investors. You   
 understand each client’s investment goals and 
appetite for risk. Our portfolios can fit within the plans  
you create to help meet your clients’ needs over time. We 
provide access to a range of strategies built with mutual 
funds, exchange-traded funds, and stocks. 

 We put investors first, just like you. 

 Investors look to Morningstar, Inc.’s research 
 for an independent view. Our investment  
professionals apply this research to invest with conviction, 
always with a long-term view and a keen eye on risk.  
We tap into this expertise to select appropriate funds and 
stocks to include in our client-ready portfolios.

 Since 2001, we’ve helped advisors make   

 their clients’ investment plans happen.    
 Nobody knows what’s important to your clients 
like you do. With professionally managed portfolios from 
Morningstar Investment Services, you can combine your 
knowledge with our investment expertise to craft long-term 
strategies and help create better outcomes for your clients.  

Investments in securities are subject to investment risk, including possible loss of principal. Prices of securities may fluctuate from time to time and may even become valueless. Clients should seriously consider if the investment is suitable for them by refer-
encing their own financial position, investment objectives, and risk profile before making any investment decision. Morningstar Investment Services, Inc. is a registered investment advisor and wholly owned subsidiary of Morningstar, Inc. Morningstar Investment 
Services, Inc. is referred to as "Morningstar‘, while Morningstar, Inc. is referred to as "Morningstar, Inc." ©2015 Morningstar Investment Services, Inc. All Rights Reserved. The Morningstar name and logo are registered marks of Morningstar, Inc. 

Available through advisors, our portfolios are designed, built, and monitored by our team of investment  
professionals. We’ll allocate the assets, so you can allocate more time to your clients. 

Income Oriented

MUTUAL FUND PORTFOLIOS

Retirement Income Series
Tax Advantaged Income
Real Return

STOCK PORTFOLIOS

Dividend
Equity Income

Completion

MUTUAL FUND PORTFOLIOS

Absolute Return
Global Opportunities

STOCK PORTFOLIOS

Small- & Mid-Cap Equity
Foreign Equity

Opportunistic

MUTUAL FUND PORTFOLIOS

Global Allocation

ETF PORTFOLIOS

Contrarian Series
Momentum Series

Goal Driven

MUTUAL FUND PORTFOLIOS

Asset Allocation Series
Active/Passive Series

ETF PORTFOLIOS

Asset Allocation Series

STOCK PORTFOLIOS

Tortoise
Hare
U.S. Wide Moat Focus
Global Equity
Capital Appreciation

If you’re an advisor interested in using our portfolios, go to morningstarportfolios.com, or call +1 877 751-3993. 

Portfolios for Advisors,  

Managed by Morningstar
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Stepping up marketing efforts

 Inspired by ideas from our analysts and  
 researchers. Our indexes start with innovations  
 from our hundreds of analysts and researchers 
who help us identify investment themes that are likely to 
endure. Every index originates with a strong investment 
thesis backed by substantial data and evidence. Through 
our rigorous construction process, we clearly define the 
outcomes we want to achieve.

 Built from a global perspective across 
 asset classes. We have unparalleled access  
 to high-quality global data, award-winning 
research, and indexing expertise across all major  
asset classes. We use these resources to connect the 
science of building traditional, passive indexes with  
the art required to create strategic beta and multi-asset 
class indexes.

 Designed to capture the best of active and  
 passive strategies. Our comprehensive 
 asset-class beta indexes serve as the starting 
point for our strategic beta work. As passionate investors, 
we also discover market inefficiencies through our 
research. Strategic beta gives us the opportunity to blend 
these insights with our indexing knowledge to deliver 
better outcomes for investors.

 Smarter Indexes,
Built by Morningstar

Before “smart beta” existed, we launched our first strategic beta indexes. We combine our leading research  
with our expertise building traditional indexes to create strong foundations for investor-focused products. 

Equity 

Global
Style

Sector
Factor Based

Analyst Advantage 
Dividend

Fixed Income 

Global Investment Grade
Emerging Markets Series

U.S. Investment Grade
European Investment Grade
,QĬDWLRQ�3URWHFWHd Securities 

Alternatives

Commodity 
Hedge Fund 

'LYHUVLīHG�$OWHUQatives
Managed Futures

Multi-Asset Class 

Lifetime Allocation
Target Risk
Real Asset

Global Allocation
529 College Savings

Visit morningstarindexes.com to learn more and register for a free webinar, or call +1 312 384-3735.

ťɗɕɖɚ�0RUQLQJVWDU��$OO�5LJKWV�5HVHUYHG�
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Stepping up marketing efforts

Retirement Planning Made Easier

 We serve the entire retirement market.  
 Our solutions are available through 26 retirement  

 plan providers, more than anyone else  

in the industry. We work to meet the varied needs of 

employers, financial advisors, and the employees  

they serve. And our solutions come from a name that 

investors know and trust. 

 Many people aren’t prepared for retirement,  
 but we can help change that. We give each  

 employee customized recommendations  

about how much to save and when to retire, and manage 

their investments throughout their lifetime. We’ve  

found that people using our service have better-diversified 

portfolios and increased savings rates*.

 Since 1999, we’ve provided innovative  
 retirement services that put investors first.  
 We’re focused on helping investors reach  

their financial goals, so we’re continually looking for ways 

to improve their retirement planning. We study the  

factors that make a difference in retirement portfolios,  

then put them into practice.

Visit RetireWithMorningstar.com to watch a video about our service, or call +ɖ�ɝɜɜ�ɚɗɚ-əɗɛɗ.

More than 1,000,000 people trust us to make retirement planning easier by having us manage their  
workplace retirement accounts. We provide them with personalized plans, ongoing professional investment 
management, and the opportunity for more wealth in retirement.

The new Morningstar® Retirement Manager,
SM

  

available late 2015.

©2015 Morningstar Associates, LLC. All Rights Reserved. Morningstar® Retirement Manager
SM

 is offered by and is the property of Morningstar Associates, LLC, and is intended for citizens or legal residents of the United States or its territories. Morningstar 

Associates, LLC is referred to as “Morningstar”, while Morningstar, Inc. is referred to as “Morningstar, Inc.” More than 1 million defined contribution plan participant accounts are managed by Morningstar Associates, LLC or Ibbotson Associates, Inc., both 

registered investment advisors and wholly owned subsidiaries of Morningstar, Inc. *A total of 58,444 participants were included in a study based on available participant information and various filters. We studied those who used Morningstar Associates’ 

Morningstar® Retirement Manager
SM

 Managed Accounts or Advice service from 1/2006–2/2014. To study diversification, we looked at the portfolios of participants who had not previously used our service and who had an allocation of 20% or less to an  

“allocation” fund (as defined by Morningstar, Inc.) prior to using Morningstar Retirement Manager. The asset allocations held by these participants were classified by investment type and analyzed to determine the number of funds held in the portfolio. The 

average increase in savings deferral rates was determined by analyzing each participant’s savings deferral rate prior to using and after using our service. For important information regarding these research statistic(s), and to download the full study, go to  

http://global.morningstar.com/ExpertGuidance or call +ɖ�ɝɜɜ�ɚɗɚ�əɗɛɗ�

Need a plan for your plan?
We’ll help you focus. 
 
Give us two minutes, and we’ll walk you through how much to save, 

where to invest it, and options for managing your money going forward.   

�6HULRXVO\��<RXŒOO�VSHQG�PRUH�WLPH�ZDLWLQJ�LQ�OLQH�IRU�FRĭHH�� 
Want to see our Privacy Policy?

Let’s Get Started



Without Morningstar, we can’t effectively  
manage money.”  
!
Brandon Noll, Shelton Financial Group Inc.,  
InvestmentNews, November 2014

“

Helping clients solve real problems



Where We’re Heading / 

The Next Ten Years and Beyond



Two big market needs

Morningstar Capabilities 
Proprietary Research + Frameworks 
Trusted Brand

Outsourced  
Investment Management +Decision Support

....
.

....
.



Outsourced  
Investment Management Decision Support

Two big market needs

+
$26 bil $4.1 tril AUM
Morningstar Direct 

Morningstar Data 

Morningstar Advisor 
Workstation 

Morningstar.com 

Enterprise Components 

Morningstar Research 

Morningstar Credit Ratings 

Morningstar Indexes

Morningstar Retirement Solutions 

Morningstar Investment Advisory 

Morningstar Managed Portfolios 

Morningstar Indexes



Two big market needs

Morningstar Capabilities 
Proprietary Research + Frameworks 
Trusted Brand

Outsourced  
Investment Management +Decision Support

....
.

....
.



Two big market needs

Outsourced  
Investment Management Decision Support



1.  Managed retirement accounts/financial wellness 

2.  Morningstar Direct/Total Advisor Workflow 

3.  Morningstar Managed Portfolios 

4.  Morningstar Credit Ratings 

5.  Morningstar Indexes

Five growth areas



Five Key Growth Areas 
!

Kunal Kapoor 
Head of Products and Client Solutions 



#1: Retirement



#1: Retirement









5.6% 5.7%

7.0%
7.7%

11 12 13 14

Adoption rate for managed retirement accounts

#1: Retirement



Secondary,  
long-term needs

Foundational, 
immediate needs+

Retirement Planning 

Investment Management 

Product Allocation

Emergency Savings 

Debt Management 

Budgeting

HelloWallet acquisition, completing our offering

#1: Retirement



#2: Morningstar Direct



#2: Morningstar Direct



Data Aggregation Financial Wellness

Client Profiling,
Planning 
& Proposal 
Generation

Research &
Investment 
Management

Monitoring, 
Alerting & 
Compliance

Rebalancing 
& Trading

Portfolio 
Accounting & 
Performance 
Reporting

Total Advisor Workflow

Outsource or DIY

#2: Morningstar Direct



20.6% 8.3%
18.6%

18.2%
25.1%

*estimated  
  Source: Cerulli Associates

$2,152.6

10

$2,331.6

11

$2,764.7

12

$3,458.8

13

$4,086.6

14*

Industry-wide assets in managed account programs ($bil) 
(year-over-year % change)

#3:  Morningstar Managed Portfolios



 

 With 40+ managed portfolios to choose from,  

 we’ve got choices for all investors. You   
 understand each client’s investment goals and 
appetite for risk. Our portfolios can fit within the plans  
you create to help meet your clients’ needs over time. We 
provide access to a range of strategies built with mutual 
funds, exchange-traded funds, and stocks. 

 We put investors first, just like you. 

 Investors look to Morningstar, Inc.’s research 
 for an independent view. Our investment  
professionals apply this research to invest with conviction, 
always with a long-term view and a keen eye on risk.  
We tap into this expertise to select appropriate funds and 
stocks to include in our client-ready portfolios.

 Since 2001, we’ve helped advisors make   

 their clients’ investment plans happen.    
 Nobody knows what’s important to your clients 
like you do. With professionally managed portfolios from 
Morningstar Investment Services, you can combine your 
knowledge with our investment expertise to craft long-term 
strategies and help create better outcomes for your clients.  

Investments in securities are subject to investment risk, including possible loss of principal. Prices of securities may fluctuate from time to time and may even become valueless. Clients should seriously consider if the investment is suitable for them by refer-
encing their own financial position, investment objectives, and risk profile before making any investment decision. Morningstar Investment Services, Inc. is a registered investment advisor and wholly owned subsidiary of Morningstar, Inc. Morningstar Investment 
Services, Inc. is referred to as "Morningstar‘, while Morningstar, Inc. is referred to as "Morningstar, Inc." ©2015 Morningstar Investment Services, Inc. All Rights Reserved. The Morningstar name and logo are registered marks of Morningstar, Inc. 

Available through advisors, our portfolios are designed, built, and monitored by our team of investment  
professionals. We’ll allocate the assets, so you can allocate more time to your clients. 

Income Oriented

MUTUAL FUND PORTFOLIOS

Retirement Income Series
Tax Advantaged Income
Real Return

STOCK PORTFOLIOS

Dividend
Equity Income

Completion

MUTUAL FUND PORTFOLIOS

Absolute Return
Global Opportunities

STOCK PORTFOLIOS

Small- & Mid-Cap Equity
Foreign Equity

Opportunistic

MUTUAL FUND PORTFOLIOS

Global Allocation

ETF PORTFOLIOS

Contrarian Series
Momentum Series

Goal Driven

MUTUAL FUND PORTFOLIOS

Asset Allocation Series
Active/Passive Series

ETF PORTFOLIOS

Asset Allocation Series

STOCK PORTFOLIOS

Tortoise
Hare
U.S. Wide Moat Focus
Global Equity
Capital Appreciation

If you’re an advisor interested in using our portfolios, go to morningstarportfolios.com, or call +1 877 751-3993. 

Portfolios for Advisors,  

Managed by Morningstar
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#3:  Morningstar Managed Portfolios



CMBS

Commercial mortgage-  
backed securities  

+ Residential mortgage-backed securities  
+ Single family rental  
+ Asset-backed securities  
+ U.S. corporates and financial institutions

RMBS SFR ABS C+FI

#4: Morningstar Credit Ratings



Rules-Based 
(Passive)

Market Cap 
Weighted

Bet Against 
Market Portfolio 
(Active)

Actively 
Managed

#5: Morningstar Indexes

Strategic 
Beta



Total Assets in MOAT as of 4/29/15

#5: Morningstar Indexes



Financial Highlights 
!

Stéphane Biehler 
Chief Financial Officer 



Financial Results 

Capital Allocation 



Financial Results 



Industry landscape

Global spend on market data/analysis in 2014

Source: Burton-Taylor International Consulting LLC



2014  key metrics ($mil) 

Operating Income  Free Cash Flow*  
  

Revenue 

*Free Cash Flow is considered a non-GAAP financial measure under SEC regulations. 

$170.7 $106.0

1413

$73.9$153.1

＋8.9%

–38.1% –51.7%

1413

$698.3 $760.1

1413

Excluding litigation settlement, which is a non-GAAP measure



Quarterly revenue ($mil)

$181.2 $189.4 $193.1 $189.8$196.4

Q1 14 Q2 14 Q3 14 Q4 14 Q1 15



Quarterly contributors to revenue growth

Q1 / 2014 Q4 / 2014 Q1 / 2015Q2 / 2014 Q3 / 2014

0.9% 1.5% 1.6% 2.5% 1.7%
Acquisitions/divestitures

Foreign currency translations

Organic growth

–0.5% 0.5% 0.4% –1.8% –3.6%

6.9% 6.0% 9.3% 8.1% 6.6%

7.3% 8.0%
11.3% 8.8%

4.8%



Renewal rates (contract-based products)

91% 94% 95%

12 13 1411

92%

10

94%



Top five products

2014 Revenue 
($mil) % Change  

Morningstar Data $ 137.4 6.3%

Morningstar Advisor Workstation $ 101.7 9.3%

Morningstar Direct $ 91.8 15.7%

Morningstar.com $ 58.1 4.5%

Retirement Solutions $ 57.3 25.7%



Top five products

Q1 2015 Revenue 
($mil) % Change  

Morningstar Data $ 34.0 (2.9%)

Morningstar Advisor Workstation $ 25.9 5.7%

Morningstar Direct $ 24.5 12.9%

Retirement Solutions $ 15.4 11.6%

Morningstar.com $ 14.3 2.9%



$38.5 $36.2

$45.3 $44.5$46.6

Q1 14 Q2 14* Q3 14 Q4 14 Q1 15

*Amount shown for Q2 2014 is operating income, excluding litigation settlement

Quarterly operating income ($mil)

21.3% 19.1%

23.4% 23.5%23.7%

Margin



Balance sheet

($mil)
March 31 

 2015

December 31 
2014

Cash, cash equivalents, and investments $iiii243.2 $iiii224.6

Working capital $iiii125.3 $iiii106.0

Total assets $i1,025.8 $i1,019.3

Deferred revenue $iiii160.2 $iiii146.0

Short-term debt $iiiiii45.0 $iiiiii30.0

Long-term liabilities $iiiiii71.6 $iiiiii71.1

Total equity $iiii661.1 $iiii654.4





Potential uses of cash 

Balance sheet strength

organic expansion 

acquisitions 

stock buyback  

dividend 

!
!

＋



Dividends and share repurchases ($mil)

1312

$251.8

$25.5

$153.5

$17.4

14

$76.7

$30.5

$170.9

$277.3

$107.2

Share repurchases

Dividends paid

10

—

$3.8

11

$40.7

$10.0

$50.7
$3.8



Shares outstanding (mil)

14

–7.1% –3.4% –1.4%

12 13

46.5 45.0 44.3

11

50.1

0.4%

10

49.9

2.3%







Reconciliation of non-GAAP measure 
with the nearest comparable GAAP measure

! Q1 
 2013

Q2 
 2013

Q3  
2013

Q4 
 2013

Q1 
 2014

Q2 
 2014

Q3 
 2014

Q4 
 2014

Q1 
 2015

Consolidated 
revenue

168.9 175.4 173.5 180.5 181.2 189.4 193.1 196.4 189.8

Less: acquisitions 1.5 2.6 2.8 4.6 3.1

Less: divestitures

Less: foreign 
currency 
translations

(0.8) 0.9 0.7 (3.2) (6.5)

Organic revenue 168.9 175.4 173.5 180.5 180.5 185.9 189.7 195.1 193.2

($mil)



Final Thoughts 
!

Joe Mansueto 
Chairman and Chief Executive Officer 



Only by focusing on being a good business  
are you likely to end up delivering decent returns  
to shareholders.” 
!
James Montier, member of GMO asset allocation team 

“



To send in a question for the Q&A session, 
please visit: 
http://morningstar.socialqa.com 
!






