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With over 25 years of portfolio 
management experience and 

demonstrated asset allocation and 
fund selection expertise, Litman 
Gregory Asset Management offers 
portfolio strategies based on intensive 
investment research.

Financial advisors have been selecting 
Litman Gregory as an investment 
strategist for their clients since 1996.

About Litman Gregory
Litman Gregory* was founded in 
1987 and today the Litman Gregory 
Companies** manage over $7.1 
billion (as of 12/31/16). Litman 
Gregory has a distinct perspective 
among investment strategists. While 
we have the intense research focus of 
an institutional firm, we have hands-
on experience managing money for 
individuals and we are mindful of 
the trust our clients place in us. Our 
team is driven by a commitment to 
rigorous, independent research of 
managers and asset classes and we 
are solely focused on research and 
portfolio management for individuals, 
institutions, and investment 
professionals. 

Since 1987, Litman Gregory 
Asset Management has provided 
investment advisory services to  
high-net-worth individuals and 
institutions. In addition to our 
advisory business, we advise  
the Litman Gregory Masters Funds 
and publish investment research 
for other investment advisors 

through AdvisorIntelligence. Litman 
Gregory Portfolio Strategies are 
available through third-party asset 
management platforms that execute 
the trading and rebalancing for 
Litman Gregory’s investment 
strategies and that enable financial 
advisors to offer these portfolios to 
their clients.

Individual investors and professional 
financial advisors seek out Litman 
Gregory Portfolio Strategies for 
several key reasons: We only make 
investment moves when we have 
a high level of conviction that our 
clients are likely to be rewarded. 
Each investment decision we make 
is based on in-depth, fundamental 
research. We carefully explain the 
analysis and rationale that underlie 
each decision, and our investment 
discipline has been refined over many 
years. Staying true to this approach 
has been key to our success and that 
of our clients.

Our research is driven by our 
dedication to objectivity and 
independence—our sole focus is to 
excel for our clients.

Litman Gregory’s Role as 
Investment Strategist
Litman Gregory offers a selection 
of Portfolio Strategies that financial 
advisors can recommend based on 
the suitability for their clients. Each 
advisor conducts an assessment 
of client risk tolerance, financial 
circumstances, and goals—and 

undertakes due diligence on Litman 
Gregory’s investment strategies—
before recommending an investment 
in a specific portfolio.

*Litman Gregory consists of four affiliated businesses, collectively referred to as “Litman Gregory.” These include Litman Gregory Research, Inc., 
Litman Gregory Analytics, LLC, as well as Litman Gregory Asset Management, LLC and Litman Gregory Fund Advisors, LLC.

**Litman Gregory Fund Advisors, LLC (“LGFA”) is the advisor to the Litman Gregory Masters Funds (the “funds”). LGFA is ultimately responsible for 
the performance of the funds due to its responsibility to oversee the investment managers and recommend their hiring, termination, and replacement.

Litman Gregory Portfolio 
Strategies at a Glance
• We employ tactical asset allocation 

by identifying undervalued asset 
classes and adjusting the portfolio 
to take advantage of these 
opportunities.

• We utilize a careful, in-depth fund 
selection process to choose skilled 
managers we are confident will beat 
their benchmarks over the long term. 

• Litman Gregory’s 25+ year 
performance track record is a 
result of these key strengths.
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The Discipline Behind 
Litman Gregory’s  
Investment Approach

•  Our discipline means taking 
action only when we believe the 
odds of success are high.

•  We are long-term investors 
looking for fundamental value 
in equity and debt markets 
throughout the world.

•  After constructing a portfolio 
and identifying asset class 
opportunities, we will execute 
our strategy with what we believe 
to be the best funds we can buy.

• Risk control is critical to 
our approach. We attempt 
to manage risk through 
diversification and ongoing 
scenario analysis.

•  Our portfolio management 
process is dynamic—we are 
constantly reviewing portfolio 
structure and content in an 
effort to enhance returns and 
control risk.



Litman Gregory selects the asset 
allocation and the managers in 
each portfolio strategy and monitors 
the portfolio on an ongoing basis. 
Changes may be made to the 
weighting of the asset classes within 
the portfolio and to the managers 
employed within each asset class.

Litman Gregory’s  
Investment Approach
Litman Gregory determines the 
asset allocation for each portfolio 
based on fundamental, valuation-
driven asset class research. The 
individual investments are selected 
based on careful due diligence. 
Litman Gregory continuously 
monitors these allocations and will 
periodically recommend changes to 
the portfolios.

We utilize a carefully defined and 
tightly disciplined investment approach 
in constructing and monitoring the 
Portfolio Strategies. There are four 
components to our strategy: 

1. The Strategic Allocation
Our process begins with the 
construction of strategic allocations 
for each investor’s risk tolerance 
type. The strategic allocations 
represent the baseline, long-term 
target allocations to broad asset 
classes and are determined by using 
portfolio optimization, extensive 
scenario analysis, as well as Litman 
Gregory’s qualitative assessments. 
The goal of each of the strategic 
allocations is to provide a sensible 
long-term allocation that seeks to 
maximize return without exceeding 
a specific maximum annual loss 
threshold. Our strategic allocations 
serve as a constant frame of reference 
against which to measure the value 
of the additional components of our 
strategy: tactical asset allocation and 
manager selection.

As an example of the strategic 
allocation, Litman Gregory has 
developed the Balanced strategy. This 
strategy consists of a combination 
of growth and income-oriented 
investments, with a slight emphasis on 
growth-oriented assets. Its performance 
objective is to generate long-term 
total return while seeking to moderate 
the frequency and magnitude of a 
12-month decline in portfolio value 
in excess of 10%. Although this is 
the strategy’s risk-management goal, 
declines in excess of 10% can occur 
during periods of high volatility, such as 
an extreme bear market. 

The strategic allocation is established 
as the baseline of the portfolio and 
is the allocation we use when we 
believe that no tactical asset class 
opportunities exist. Below is a sample 
strategic allocation.

2. Tactical Asset Allocation Overlay  
We believe that markets are 
usually, but not always, efficient. 
We conduct intensive, fundamental 
asset class valuation analysis 
designed to identify any misvaluation 
opportunities that arise. Before 
we will deviate tactically from our 
strategic allocations, our discipline 
requires first that our conviction 
level in the opportunity be extremely 
high, and second that we can do 
so without altering the overall risk 
profile of our investment strategies. 
We are not confident in our ability 
(or anyone’s) to consistently assess 
short-term psychological influences 
on markets, but we are confident that 
over longer periods, fundamentals 
and valuations will converge 
(meaning market prices should reflect 
fair value for the asset class). For this 
reason we make tactical moves with 
a five-year time horizon in mind.

As an example of the tactical 
allocation, Litman Gregory may alter 
the strategic allocation of the  
Balanced Portfolio Strategy to take 
advantage of undervalued asset 
classes. At certain times, the Litman 
Gregory Balanced Portfolio Strategy 
may look like the allocation below.

This portfolio shows how the strategic 
allocation may be altered by tactical 
asset allocation. In this example, 
there are several tactical allocations, 
including positions in floating-rate 
loans, in alternative strategies, and 
in absolute-return-oriented bond 
funds. To fund these positions, there 
is an underweighting to stocks and 
to core investment-grade bonds. 
Litman Gregory seeks to add value 
to the portfolio by continuously 
monitoring and periodically revising 
the portfolio’s asset allocation.

3. Investment Selection
In addition to asset allocation 
decisions, our strategy focuses on 
choosing investments, typically a 
fund managed by an active manager 
(selected on the basis of our intensive 
manager due diligence). In certain 

Sample Portfolio:  
Litman Gregory Balanced  
Portfolio — Strategic Allocation

Cash (2%)
Investment-Grade Bonds (38%)
Larger-Cap U.S. Stocks (30%) 
Smaller-Cap U.S. Stocks (6%)
Developed International Stocks (12%)
Emerging-Markets Stocks (12%)

This is a sample portfolio only. Actual Portfolio 
Strategies may differ at the time of investment.*
 
*Investing in mutual funds in volves risk of loss of 
principal. Investing in foreign securities involves 
certain risks, including political, economic, and 
currency risks, and differences in accounting 
methods and governmental regulations. Invest ing 
in small companies involves additional risks, such 
as limited liquidity and greater volatility. Investment 
in lower-rated and non-rated securities presents 
a greater risk of loss to principal and interest than 
higher-rated securities.

Sample Portfolio:  
Litman Gregory Balanced  
Portfolio — Tactical Allocation

The portfolio differs from the strategic allocation 
because Litman Gregory has elected to 
underweight or overweight positions in certain 
asset classes to take advantage of misvaluations 
or further limit risk. This is a sample portfolio only. 
Actual Portfolio Strategies may differ at the time of 
investment.*
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Cash (2%)
Investment-Grade Bonds (17%)
Multisector Bonds (7%)
Absolute-Return-Oriented Bonds (13%)
Floating-Rate Loans (5%)
Larger-Cap U.S. Stocks (25.5%) 
Developed International Stocks (9%)
Global Stocks (6%)
Emerging-Markets Stocks (10.5%)
Alternative Strategies (5%)



strategies, we may include an index 
vehicle such as an exchange-traded 
fund (ETF). The investment vehicles 
included in the Litman Gregory 
Portfolio Strategies may vary by 
availability.

We believe that hiring highly 
skilled money managers can 
create a performance advantage 
over time. However, successfully 
selecting active managers requires 
a commitment to research that 
goes beyond numbers—it is 
a labor-intensive process that 
requires experience, expertise, 
and extensive access to fund 
management firms.

In our manager due diligence 
process, we seek to:

1. Identify why a fund performed 
well

2.  Understand the management 
team’s process for choosing 
which securities to buy and sell

3.  Determine if the team has a 
clear and sustainable edge that 
will allow them to outperform 
an unmanaged benchmark 
over time 

4.  Assess whether they have a  
pro-shareholder culture that 
includes low expenses and a 
strong fiduciary responsibility 

To be successful in adding value 
at the manager level requires only 
that we identify a small number of 
excellent managers, so we set the 
bar extremely high. We consider 
the track record, but that is only 
the beginning of our process, 
since track record alone rarely 
correlates to future success.

Our process requires that we 
thoroughly understand the 
manager’s investment process, 
that the entire investment team 
implements and articulates the 
approach consistently, that a 
positive culture exists and is 
likely to remain in place, and 
that a strong shareholder focus 
pervades. We don’t like managers 
who are focused on building 
businesses over building wealth 
for their shareholders.

We will spend a significant 
amount of time understanding 
the manager’s process before 
including them in an investment 
strategy. First we analyze the 
manager quantitatively. 

Active Manager Selection
Litman Gregory seeks to:
1. Identify why a fund has performed well
2.  Determine if the portfolio management 

team has an investment edge
3. Assess whether the edge is sustainable

Index Investment Selection
Litman Gregory will allocate the index 
portfolios with pure investment vehicles 
that provide exposure to each asset  
class, such as index funds or exchange-
traded funds.
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Litman Gregory Portfolio Strategy Approach

Construct and Implement Portfolio Strategy 
According to Risk Profile

Ongoing Portfolio Monitoring with 
Manager Review, Replacement, and Rebalancing as Needed



»

Quantitative criteria include:
•  The historic manager record, 

includ   ing separate accounts or 
prior funds

•  Risk and return versus peers and 
the benchmark

•  Consistency of performance in a 
variety of market environments

•  Expenses that are below our 
thresholds

•  Management’s willingness to 
manage asset growth responsibly

 
After using quantitative criteria to 
narrow the field, we make qualitative 
assessments of managers we believe 
to be promising. This process begins 
with an in-depth due diligence 
questionnaire, which gathers 
details on the firm, the team, and 
the investment process. If we still 
consider a manager to be promising 
after analyzing the results of the 
due diligence questionnaire, we will 
conduct telephone interviews directly 
with the manager and the team, 
followed by site visits to their office. 
During this process we are trying to 
determine whether the management 
team has an identifiable edge and 
whether we believe that edge is 
sustainable. This involves assessing 
some of the following criteria:

•  Degree of discipline in the 
execution of the investment 
approach

•  Passion for investing and 
obsessiveness in seeking a 
performance edge

•  Consistency in the understanding 
and implementation of the 
approach across the entire team

•  Culture and stability of the 
organization

•  Quality and experience of the 
team

•  Shareholder orientation

All these components are assessed 
in determining whether a manager 
“makes the cut.” Once we have 
identified a manager in whom we hold 
a high degree of confidence, we may 
include them in a portfolio strategy 
and will continue to monitor whether 
they implement their investment 
process consistently and retain their 
edge. In cases where we cannot 
identify active managers in whom we 
have sufficient confidence we will use 
an index fund or ETF instead.*

We also run Index-Based investment 
strategies that primarily employ 
ETFs. Our Index-Based investment 
strategies take full advantage of 
our strategic and tactical allocation, 

but moderate manager risk 
and reduce costs. While we are 
confident in our ability to select 
active managers, we recognize 
that some investors and their 
advisors prefer indexing as an 
option and the Litman Gregory 
Index-Based Portfolio Strategies 
offer a compelling alternative to 
capture tactical allocation expertise 
while investing in close-to-pure 
benchmark vehicles.

4. Active Monitoring 
On an ongoing basis we review  
the portfolios and track the  
variance between actual and  
target allocations and consider  
the trade-offs involved in  
rebalancing or making other changes. 
We will recommend rebalancing at 
least once a year, but usually no more 
than a few times a year, depending on 
the degree of variation and whether 
our research indicates that the 
timing is advantageous. Our patient, 
disciplined approach and generally 
low activity reflect our high standards 
for making a tactical allocation shift, 
and also help keep our turnover low 
and reduce trading costs.

Quarterly Commentary 
Each quarter we share a 
comprehensive investment  
commentary reviewing performance 
and explaining in detail the rationale 
that underlies our investment decisions. 
This detailed commentary helps 
advisors and their clients understand 
how we are seeking to improve returns 
and limit risk in the portfolio.

What Makes Litman Gregory’s 
Approach Different?
A Sound Long-Term Strategic 
Allocation as Our Default Portfolio
This strategic allocation allows us to 
be highly selective in our tactical asset 
allocation decision-making by creating 
a clear framework for assessing 
whether each change offers the value 
we seek to add.

Tactical Asset Allocation
We will assess changes in the 
economy, review the outlook and 
relative valuations of key asset classes, 
and make changes to the Portfolio 
Strategies to take advantage of tactical 
opportunities. We will only make these 
changes if we have a high level of 
conviction that we will be rewarded 
and if we can do so without impacting 
our downside risk. We believe this 
approach will improve performance 
versus retaining a static allocation.

Manager Due Diligence
Because an important part of the value 
we add can come from the managers 
we select, we apply our extensive 
research resources and experience in 
manager assessment to finding and 
hiring only great managers who we are 
confident will beat their benchmarks 
over the long term.

Ongoing Management and Monitoring
Litman Gregory’s investment strategy 
is dynamic—we continually monitor 
asset classes and managers to 
reposition the portfolios as needed. 

Scenario Analysis
Litman Gregory conducts detailed, 
forward-looking scenario analysis 
to assess return potential and risk 
exposure in the portfolios. We 
analyze a range of possible market 
and economic scenarios in order 
to evaluate their potential impact 
on both strategic and tactical asset 
classes and the potential effect on the 
portfolio overall.

Disciplined Process
Litman Gregory is guided by a well-
defined investment discipline that 
grounds our decision-making. A 
main tenet of our discipline is to 
ignore unpredictable shorter-term 
psychological influences in favor of 
longer-term valuation analysis, in 
which we can be more confident. We 
believe that eventually fundamentals 
and valuations will converge and that 
by being rational and patient we can 
use shorter-term valuation disparities 
to create opportunities to add return. 

Litman Gregory  
Portfolio Strategies
Litman Gregory Portfolio Strategies 
start with a long-term strategic asset 
allocation. Litman Gregory may 
tactically deviate from this strategic 
allocation to take advantage of 
compelling asset class opportunities.

»

»

»

»

»
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*In a subset of the Portfolio Strategies, 
Litman Gregory provides strategic and 
tactical allocation strategy, while manager 
selection is overseen by investment 
consultants who work with the trading and 
rebalancing platform.

»
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1. Maintaining diversification:  
Global diversification expands 
the universe of investments while 
potentially lowering portfolio risk.

2.  The long view: The long view allows 
us to take advantage of mis-priced, 
out-of-favor investments. 

3. Understanding history: While we 
need to understand historical trends, 
we can’t depend on their repetition.

4. Having a bias toward action:  
If we do not develop convictions and 
act upon them, we cannot achieve 
superior results.

5. Thinking creatively: Thinking “outside 
the box” can occasionally turn up 
unusually compelling opportunities.

6. Leveraging talent: We delegate 
to selected fund managers who we 
believe have world-class talent in 
investment management.

The Basis of Litman Gregory’s Investment Framework:
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For Clients Investing in 
Litman Gregory Portfolio 
Strategies

Before investing your account 
using a Litman Gregory Portfolio 
Strategy, your financial advisor will 
spend time with you to understand 
your tolerance for risk, your 
history of investing, your financial 
circumstances, and your objectives. 
This will enable your advisor to 
establish a risk profile for you and 
then recommend an investment 
portfolio for you. 

Litman Gregory will continuously 
monitor the asset allocation and 
managers within the Portfolio 

Strategy. If we elect to change 
the asset allocation (by over or 
underweighting a particular asset 
class) or replace a manager, we will 
recommend trades in your Portfolio 
Strategy. The rationale behind any 
changes will be explained in the 
investment commentary that Litman 
Gregory provides to your advisor.

Your financial advisor will 
communicate with you periodically 
to ensure that the Litman Gregory 
Portfolio Strategy continues to reflect 
your risk profile and objectives. If 
there are any changes to your risk 
profile or objectives, you should 
discuss these with your financial 
advisor, who will then assess whether 

to move you to another Litman 
Gregory Portfolio Strategy to meet 
your new investment objectives.
 

 
The material discussed in this brochure 
is meant for general illustration and/or 
information purposes only and it is 
not to be construed as tax, legal, or 
investment advice. Litman Gregory 
Asset Management, LLC does not 
provide legal or tax advice. Please note 
that individual situations may vary and 
this information should be used with 
individual professional advice. There 
is no guarantee that any specific goal 
will be met. Past performance is no 
guarantee of future performance.
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