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Market Minutes

Positive Signals

● All equity benchmarks were positive in January
● All fixed-income benchmarks were positive in January
● China's reopening, boosting emerging markets

Reasons for Concern

● Inverted Treasury Yield Curve
● Continue rates hikes from the Fed (though only 25bps instead of 75bps)
● Decline in the US dollar

Model Updates

At XYIS we are perpetually reviewing our investment strategies and the holdings we employ
to execute them. In conjunction with our Chief Strategist, East Bay Investment Solutions, we
have recently completed a thorough analysis of the ever-changing investment universe,
resulting in important changes to our portfolio. All changes are scheduled to be effective
on March 1, 2023, unless otherwise noted.

1. We have been following the development of Dimensional’s ETF lineup, with an eye
toward moving toward ETFs and away from mutual funds and other legacy options,
for enhanced expected tax efficiency and other factors. As such, we will be switching
a couple of holdings in the Core with DFA Model, including the tax-sensitive version.

○ We are replacing DFA International Small Cap Value (DISVX) with DFA
International Small Cap Value ETF (DISV).



○ We are also replacing DFA Emerging Markets Core (DFCEX) with DFA
Emerging Markets ETF (DFEM).

2. Through years of research, it has been determined that a particular calculation for
profitability has consistently proven to add return to portfolios relative to strategies
that do not take this into account. The only reason we didn’t make the switch earlier
is because we wanted additional time to study the growth trajectory of the DFA ETF
products, the expected benefit from making the switch, as well as the potential
costs of doing so. We believe these factors are all now in alignment to warrant the
change. As such, we will be making a change to the Core Model, including the
tax-sensitive version.

○ We are replacing the SPDR S&P Small Cap Value ETF (SLYV) with DFA US
Small Cap Value (DFSV).

3. We prefer active management for bond portfolios, primarily to give managers the
flexibility to invest away from their rigid benchmarks, as well as to incorporate
diligent credit research on the bonds they hold. We have long had confidence in
PIMCO’s capabilities and investment approach, so we are now taking a close look at
their (and others’) actively-managed ETFs. This may just be the first of multiple
changes of this nature as the investable market matures, not just from PIMCO, but
other trusted managers as well. This change applies to the tax-sensitive versions of
Tracker, Core, Cause, and BRI.

○ We are replacing iShares National Muni Bond ETF (MUB) with PIMCO
Intermediate-Term Muni Bond Active ETF (MUNI).

4. Somewhat contrary to the previous change, we have heard a growing chorus of
demand for all-ETF lineups. A change to the Tracker and Core Models will now meet
those requests in a prudent fashion. We will remain on the lookout for
actively-managed, dollar-hedged, global/international bond ETFs, of which there are
none that meet our stringent criteria.

○ We are replacing PIMCO International Bond (PFOAX) with Vanguard’s
Total International Bond ETF (BNDX).

5. In order to avoid the fractional share class issue present with ETFs and alleviate
trading complexities when combining mutual funds and ETFs we will be making the
following update to the Kick Start Model:



○ We are replacing the SPDR Aggregate Bond ETF (SPAB) with Schwab US
Aggregate Bond Index (SWAGX).

6. We are removing our TIPS (Treasury Inflation-Protected Securities) overweight at low
equity allocations. When the strategy was established, extremely low bond yields
reduced expected returns to a point where inflation protection was deemed a
greater risk than after last year’s bond yield reset. We will continue to incorporate
TIPS in the models they are in today but simply allocate purely according to an
asset allocation “sleeve” approach. This change is already in progress and is
effective as of February 1, 2023.

Trading Updates

Advisor Logistics

We have big news on the trading front! We have replaced our trading partner, which allows
us to offer the following:

● The launch of household-level rebalancing
● The rollout of a trade management interface
● The removal of our submanager from client account forms
● Detailed trading guidelines and error policies
● Increased trade validation and review

Compliance

Do you need to update your ADV language around XYIS and the use of our sub-advisor or
sub-manager for trading? The short answer is 'no' if your language matches what XYPN
compliance has been using for the last few years.

If, however, your ADV has anything about Brinker/CLS or any additional sub-managers,
then please update your ADV to the copy below:

XY Investment Solutions (“XYIS”) as a Sub-Advisor

XY Investment Solutions, LLC, CRD No. 285967 (“XYIS”), an unaffiliated SEC-registered investment
adviser, constructs and manages investment models (“Model Portfolios’‘) through a technology
solution. XYIS supports investment advisers with investment strategies based on research,
experience, and sound rationale. XYIS manages its Model Portfolios on a discretionary basis



primarily by allocating Client assets among various mutual funds and exchange-traded funds
(“ETFs’‘). XYIS may also allocate Client assets in individual debt and equity securities. XYIS’ services
are based on long-term investment strategies incorporating the principles of Modern Portfolio
Theory. While XYIS will buy and sell securities for the Model Portfolios, [FIRM ABV] is responsible
for choosing the specific model and allocation on behalf of Clients.

Important Dates

President’s Day

Markets, along with XYIS, will be closed on Monday, February 20, 2023.

Tax Deadline

Please have all time-sensitive requests related to the 2022 tax year submitted to XYIS on or
before March 31, 2023.

Advisor Growth Awards

XYIS is excited to celebrate growth among advisors on the TAMP through some recognition
and prizes! For January, we congratulate Brian Willet as the Growth Award recipient of the
month for the highest percentage of growth in AUM month-over-month.

We will select a new winner in another category for February and will announce it in our
March Office Hours. We look forward to continuing to toast the big wins and hard work you all
put in each day!


