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CASE STUDY: CUSTOMIZING 
CLIENT PORTFOLIOS

DIRECT INDEX ING  
SOLUTION SERIES

CLIENT CHALLENGE – Personalizing Portfolios to Meet Specific 
Client Goals

Clients often want to personalize their investment portfolios to better align with their values, risk tolerance and objectives. 
For example, your client may wish to:

•	 Exclude certain stocks or industries from an equity portfolio.

•	 Tilt holdings toward certain factors (e.g., dividend yield) to pursue an investment theme.

•	 Create a custom blended benchmark by combining indexes.

This customization — to more closely align with client preferences — is not possible with pooled index or exchange-traded 
funds (ETFs). While these can offer cost-effective performance that tracks a broad market index, clients have little to no 
control over the portfolio holdings.

So, how can you help clients design an equity portfolio tailored to their personal preferences, risk tolerance 
and goals? 

 Consider this strategy for clients who desire a strategic 
equity allocation customized to reflect their needs. 

CLIENT 
PROFILE

SOLUTION: NORTHERN TRUST ASSET MANAGEMENT (NTAM) DIRECT INDEXING CAN MAKE  
PORTFOLIO CUSTOMIZATION EASY AND PRECISE

A direct indexing separately managed account (SMA) offers the ability to design a customized portfolio and track 
a personalized index. It also provides the potential to pursue equity market returns while seeking to maximize 
after-tax results.
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Select from a comprehensive range of indexes

NTAM offers a robust selection of indexes to help you create a variety of custom blends for your 
clients. Highights include: 
•	 Powerful technology that makes index blending easy and smart — even preventing combinations 

that would result in unnecessary security overlap. 

•	 Account benchmarks (e.g., value and growth, small-, mid- and large-cap) can be blended in any 
specific percentages to reflect your client’s goals.

•	 Domestic and international indexes can be combined to create a custom global benchmark.

Exclude exposures 

Many clients wish to exclude certain stocks, industries or sectors from their portfolios. For example, 
your client may hold a significant amount of employer stock and not want additional exposure to that 
stock. Similarly, your client may want their investments to emphasize specific values or convictions. 

NTAM Direct Indexing enables you to quickly set exclusions and see the impact of each restriction on 
the portfolio in real time. This allows you to analyze the percentage of stocks that would be excluded 
from the investing universe, assess tracking error and understand potential tax trade-offs — before 
making any decisions.
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CREATING A PERSONALIZED PORTFOLIO WITH NTAM DIRECT INDEXING
A range of customization capabilities offers countless investing possibilities

Combining indexes into a single account benchmark can help clients efficiently implement a strategic equity allocation. 
For example, consolidating holdings eliminates the need to monitor multiple accounts for each benchmark and reduces 
the number of statements to manage. Clients may also benefit from greater tax efficiencies due to the ability to access a 
larger universe of replacement securities (as opposed to an account with one index benchmark) to shore up the portfolio 
after loss harvesting. With NTAM Direct Indexing, there are three broad categories for extensive portfolio customization: 

Pursue investment themes

For clients with convictions regarding specific investment themes, NTAM Direct Indexing offers the 
option to implement either positive or negative tilts by industry, sector, size and yield. As an example, 
you can tilt a client’s portfolio to pursue a higher dividend yield than the benchmark.
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POTENTIAL CONSIDERATIONS FOR DIRECT 
INDEXING ACCOUNTS

The ability to generate losses may be lower than 
expected, especially in markets that are rising significantly. 
Furthermore, the continuing benefits may not be fully 
realized in flat or falling markets because reinvested tax 
savings could potentially be low or negative.

NTAM Direct Indexing offers a sophisticated yet easy-to-implement solution for pursuing 
equity market returns through a personalized portfolio. It provides greater control over 
portfolio holdings and can help improve after-tax returns. Additionally, portfolios are 
designed to track the client’s custom benchmark, which closely aligns with their preferences, 
convictions and goals, and aids in performance reporting for the account. 

Consider NTAM for powerful 
technology and tools

NTAM has 35+ years of experience managing 
tax-advantaged equity strategies.

Our direct indexing solution is backed by a 
proven track record of adding after-tax value 

to enhance overall wealth

GOOD to KNOW:

QUESTIONS?
Learn how cutting-edge technology can help solve investing challenges.

Find out about NTAM's direct indexing capabilities by contacting your NTAM sales professional 
(or by emailing ntam_direct_indexing_sales@ntrs.com).

CLIENT 
BENEFITS

3 
KEY  

TAKEAWAYS 

With NTAM Direct Indexing, advisors gain the ability to design 
and manage custom portfolios at scale. Delivering personalized 
investment solutions can enhance your value proposition and 
client satisfaction.

Direct indexing clients can create and track a personalized 
benchmark that aligns with their preferences and convictions, 
facilitating performance monitoring in line with their 
customized portfolio.

Direct indexing facilitates the design and management of  
customized portfolios while offering potential tax advantages.1
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IMPORTANT INFORMATION

The case studies presented are intended to illustrate products and services available at Northern Trust. They do not necessarily 
represent experiences of other clients. Unless apparent from the context, all statements herein represent NTAM’s opinions.
Past performance is not indicative of future results. Individual results may vary.

This document may not be edited, altered, revised, paraphrased, or otherwise modified without the prior written permission of 
Northern Trust Asset Management (NTAM). The information contained herein is intended for use with current or prospective 
clients of Northern Trust Investments, Inc (NTI) or its affiliates. The information is not intended for distribution or use by any 
person in any jurisdiction where such distribution would be contrary to local law or regulation. NTAM and its affiliates may have 
positions in and may effect transactions in the markets, contracts and related investments different than described in this 
information. This information is obtained from sources believed to be reliable, its accuracy and completeness are not 
guaranteed, and is subject to change. Information does not constitute a recommendation of any investment strategy, is not 
intended as investment advice and does not take into account all the circumstances of each investor.

This report is provided for informational purposes only and is not intended to be, and should not be construed as, an offer, 
solicitation or recommendation with respect to any transaction and should not be treated as legal advice, investment advice or 
tax advice. Recipients should not rely upon this information as a substitute for obtaining specific legal or tax advice from their 
own professional legal or tax advisors. References to specific securities and their issuers are for illustrative purposes only and 
are not intended and should not be interpreted as recommendations to purchase or sell such securities. Indices and trademarks 
are the property of their respective owners. Information is subject to change based on market or other conditions.

All securities investing and trading activities risk the loss of capital. Each portfolio is subject to substantial risks including market 
risks, strategy risks, advisor risk, and risks with respect to its investment in other structures. There can be no assurance that any 
portfolio investment objectives will be achieved, or that any investment will achieve profits or avoid incurring substantial losses. 
No investment strategy or risk management technique can guarantee returns or eliminate risk in any market environment. Risk 
controls and models do not promise any level of performance or guarantee against loss of principal. Any discussion of risk 
management is intended to describe NTAM’s efforts to monitor and manage risk but does not imply low risk.

Past performance is not a guarantee of future results. Performance returns and the principal value of an investment will 
fluctuate. Performance returns contained herein are subject to revision by NTAM. Comparative indices shown are provided as 
an indication of the performance of a particular segment of the capital markets and/or alternative strategies in general. Index 
performance returns do not reflect any management fees, transaction costs or expenses. It is not possible to invest directly in 
any index. Net performance returns are reduced by investment management fees and other expenses relating to the 
management of the account. Gross performance returns contained herein include reinvestment of dividends and other 
earnings, transaction costs, and all fees and expenses other than investment management fees, unless indicated otherwise. For 
additional information on fees, please refer to Part 2A of the Form ADV or consult an NTI representative.

This information is intended for purposes of NTI and/or its affiliates marketing as providers of the products and services 
described herein and not to provide any fiduciary investment advice within the meaning of Section 3(21) of the Employee 
Retirement Income Security Act of 1974, as amended (ERISA). NTI and/or its affiliates are not undertaking to provide a 
recommendation or give investment advice in a fiduciary capacity to the recipient of these materials, which are for marketing 
purposes and are not intended to serve as a primary basis for investment decisions. NTI and/or its affiliates may receive fees and 
other compensation in connection with the products and services described herein as well as for custody, fund administration, 
transfer agent, investment operations outsourcing, and other services rendered to various proprietary and third-party 
investment products and firms that may be the subject of or become associated with the services described herein.

Northern Trust Asset Management is composed of Northern Trust Investments, Inc. Northern Trust Global Investments Limited, 
Northern Trust Fund Managers (Ireland) Limited, Northern Trust Global Investments Japan, K.K, NT Global Advisors, Inc., 50 
South Capital Advisors, LLC,  Northern Trust Asset Management Australia Pty Ltd, and investment personnel of The Northern 
Trust Company of Hong Kong Limited and The Northern Trust Company.
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