
alpsfunds.com
1-866-759-5679

Morningstar ETF Allocation Series
Commentary  |  March 31, 2023

Aggressive Growth  |  Balanced  |  Conservative  |  Growth  |  Income & Growth

Performance as of 3/31/2023
Cumulative Annualized Expense Ratios

1 M 3 M YTD 1 Y 3 Y 5 Y 10 Y SI1

Total 
Operating 
Expenses

What You 
Pay12

Aggressive Class I (NAV) 0.62% 3.95% 3.95% -6.30% 15.76% 5.78% 7.21% 5.06% 0.64% 0.64%

Aggressive Class II (NAV) 0.63% 4.00% 4.00% -6.49% 15.48% 5.53% 6.96% 4.80% 0.89% 0.89%
Aggressive Growth Blended Benchmark  
(95% Equity) – Primary2 2.46% 6.57% 6.57% -7.26% 15.83% 7.86% 9.26% 6.78%

Aggressive Benchmark – Secondary3 3.61% 7.27% 7.27% -7.52% 17.51% 10.73% 11.73% 8.56%

Balanced Class I (NAV) 1.34% 3.69% 3.69% -5.74% 9.05% 3.94% 5.09% 4.36% 0.63% 0.63%

Balanced Class II (NAV) 1.32% 3.64% 3.64% -5.97% 8.76% 3.68% 4.81% 4.10% 0.88% 0.88%

Balanced Blended Benchmark (60% Equity) – Primary4 2.53% 5.26% 5.26% -6.54% 8.88% 5.23% 6.36% 5.55%

Balanced Benchmark – Secondary5 3.18% 5.64% 5.64% -6.10% 9.99% 7.36% 8.02% 6.72%

Conservative Class I (NAV) 2.07% 3.13% 3.13% -4.67% 1.76% 1.55% 2.16% 2.85% 0.69% 0.61%

Conservative Class II (NAV) 2.08% 3.15% 3.15% -4.86% 1.52% 1.31% 1.91% 2.58% 0.94% 0.86%
Conservative Blended Benchmark  
(20% Equity) – Primary6 2.44% 3.63% 3.63% -5.33% 1.45% 2.03% 2.88% 3.66%

Conservative Benchmark – Secondary7 2.62% 3.74% 3.74% -4.64% 1.68% 3.18% 3.60% 4.20%

Growth Class I (NAV) 1.02% 4.00% 4.00% -6.11% 12.67% 5.03% 6.41% 4.86% 0.62% 0.62%

Growth Class II (NAV) 0.95% 3.90% 3.90% -6.44% 12.36% 4.76% 6.14% 4.59% 0.87% 0.87%

Growth Blended Benchmark (80% Equity) – Primary8 2.50% 6.01% 6.01% -6.95% 12.79% 6.72% 8.00% 6.27%

Growth Benchmark – Secondary9 3.44% 6.58% 6.58% -6.94% 14.23% 9.31% 10.16% 7.83%

Income and Growth Class I (NAV) 1.83% 3.61% 3.61% -5.18% 5.35% 2.89% 3.67% 3.61% 0.65% 0.62%

Income and Growth Class II (NAV) 1.82% 3.59% 3.59% -5.35% 5.14% 2.64% 3.42% 3.36% 0.90% 0.87%
Income & Growth Blended Benchmark  
(40% Equity) – Primary10 2.51% 4.46% 4.46% -5.97% 5.11% 3.67% 4.65% 4.68%

Income & Growth Benchmark – Secondary11 2.89% 4.68% 4.68% -5.27% 5.83% 5.32% 5.83% 5.50%

Performance data quoted represents past performance. Past performance is no guarantee of future results so that shares, when redeemed, may be 
worth more or less than their original cost. The investment return and principal value will fluctuate. Current performance may be higher or lower 
than the performance quoted. For current month-end performance call 1-866-759-5679 or visit www.alpsfunds.com. 
The performance shown does not reflect the impact of costs associated with variable contracts, qualified pension and retirement plans or registered and 
unregistered separate accounts which, when deducted, will reduce the return figures quoted.
1 Fund inception date: 4/30/2007
2  The primary benchmark consists of 67% Russell 3000 TR USD / 28% Morningstar Global Markets ex-US NR Index USD / 3% Bloomberg US Universal TR  

USD / 2% ICE BofAML Treasury 3 Month TR Index. 
3  The secondary benchmark consists of 95% S&P 500 Index / 5% Bloomberg US Aggregate Bond Index.
4  The primary benchmark consists of 42% Russell 3000 TR USD / 18% Morningstar Global Markets ex-US NR Index USD / 32% Bloomberg US Universal TR USD / 6% 

FTSE WGBI NonUSD USD / 2% ICE BofAML Treasury 3 Month TR Index.
5  The secondary benchmark consists of 60% S&P 500 Index / 38% Bloomberg US Aggregate Bond Index / 2% ICE BofAML Treasury 3 Month TR Index.
6  The primary benchmark consists of 14% Russell 3000 TR USD / 6% Morningstar Global Markets ex-US NR Index USD / 58% Bloomberg US Universal TR USD / 12% 

FTSE WGBI NonUSD USD / 10% ICE BofAML Treasury 3 Month TR Index.
7  The secondary benchmark consists of 20% S&P 500 Index / 73% Bloomberg US Aggregate Bond Index / 7% ICE BofAML Treasury 3 Month TR Index.
8  The primary benchmark consists of 56% Russell 3000 TR USD / 24% Morningstar Global Markets ex-US NR Index USD / 15% Bloomberg US Universal TR USD / 3% 

FTSE WGBI NonUSD USD / 2% ICE BofAML Treasury 3 Month TR Index.
9  The secondary benchmark consists of 80% S&P 500 Index / 20% Bloomberg US Aggregate Bond Index.
10  The primary benchmark consists of 28% Russell 3000 TR USD / 12% Morningstar Global Markets ex-US NR Index USD / 46% Bloomberg US Universal TR USD / 9% 

FTSE WGBI NonUSD USD / 5% ICE BofAML Treasury 3 Month TR Index.
11  The secondary benchmark consists of 40% S&P 500 Index / 55% Bloomberg US Aggregate Bond Index / 5% ICE BofAML 3 Month TR Index.
12  What You Pay reflects the Adviser’s and Sub-Adviser’s decision to contractually limit expenses through April 29, 2024. Please see the prospectus for  

additional information.
One may not invest directly in an index. 

https://www.alpsfunds.com/


Economic & Market Overview

Equity and bond markets pushed higher in the first three months of 2023 against a challenging macroeconomic backdrop and elevated investor 
pessimism. Last year’s stock and bond rout left market index valuations relatively more attractive at year-end. Yet many investors sat on the side-lines 
in fear of the numerous impending risks which included a banking crisis. The Federal Reserve (Fed) increased interest rates by 4.75% over the last one-
year period. That level of tightening over a historically short period can prove challenging for rate sensitive industries. During the quarter, investors 
witnessed the failure of two regional banks, both poorly managed and supervised, which in-turn started a mass migration of deposits away from 
regional banks to the largest banks by assets. Investors broadly sold their cyclical exposures and sought safety in long US bonds and a short list of 
mega cap growth stocks which drove market index performance during the quarter.  

The S&P 500 Index gained 7.5% during the quarter with only three sectors and a handful of growth stocks accounting for most of the gains. As an 
example, Technology contributed 72% of the S&P 500’s return and Apple, Microsoft and NVIDIA made up 70% of that sector’s return during the 
quarter. Similarly, Tesla and Amazon carried Consumer Discretionary while Meta and Alphabet did the same for Communication Services.   

Collectively, those seven stocks contributed 6.2% or 83% of the S&P 500’s return during the quarter. 

The growth style, as represented by the Russell 3000 Growth Index added 13.9% in the quarter which far outpaced the value style. The Russell 3000 
Value Index was close to flat with a quarterly return of 0.9% due to its exposure to banks, health care and energy stocks which all underperformed 
during the quarter. US large cap stocks outpaced small cap stocks by 6.0% during the quarter, as represented by the Russell Top 200 and Russell 2000 
Indexes, which returned 8.7% and 2.7% respectively. The FDIC and Fed show that since the second quarter of 2022, banks have meaningfully pulled 
back on lending which tends to have a greater negative impact on small cap stocks. 

For US dollar investors, 2021 and 2022 proved painful as the dollar shot higher, which reduced the return on international assets. The dollar 
strengthened due to the Fed increasing interest rates which attracted foreign flows. The US dollar peaked in September of last year before declining 
through January of this year. The Morningstar DM ex-US Index of foreign developed-market stocks gained 7.4% in the quarter with growth stocks 
outpacing the value style which was similar to the US market. The Morningstar EM Index of emerging market stocks added 3.5% in the quarter as 
China, Taiwan and South Korea accounted for most of the gains. 

After the global bond rout in 2022, investors remained cautious in chasing yield and extending their term risk. Once market volatility picked up, the 
risk-off trade rewarded long US Government bonds and investment grade corporate bonds. US Long Government Bonds, as represented by the 
Bloomberg US Government Long Index, gained 6.2% in the quarter. The Bloomberg US Aggregate Bond Index added 3.0% in the quarter while the 
Bloomberg US Corporate High Yield Index added 3.6%. Commodities came under pressure during the quarter as the Fed continued to raise interest 
rates even as economic fractures in the banking sector surfaced. The Bloomberg Commodity Index lost 5.4% in the quarter as energy, the largest 
component, experienced weaker demand.



Market Index Total Returns (period through 3/31/2023)

Jan 
Return

Feb 
Return

March 
Return

3 Month 
Return

6 Month 
Return

1 Year 
Return

3 Year 
Return

5 Year 
Return

10 Year 
Return

S&P 500 TR USD 6.28 -2.44 3.67 7.50 15.62 -7.73 18.60 11.19 12.24

Russell 3000 TR USD 6.89 -2.34 2.67 7.18 14.88 -8.58 18.48 10.45 11.73

Russell Top 200 Growth TR USD 8.24 -1.24 8.13 15.60 16.91 -11.44 19.31 14.79 15.61

Russell Top 200 Value TR USD 3.75 -3.69 0.93 0.85 14.38 -4.16 16.59 7.96 9.30

Russell Mid Cap Growth TR USD 8.73 -0.99 1.38 9.14 16.67 -8.52 15.20 9.07 11.17

Russell Mid Cap Value TR USD 8.08 -3.20 -3.15 1.32 11.91 -9.22 20.69 6.54 8.80

Russell 2000 Growth TR USD 9.95 -1.08 -2.47 6.07 10.46 -10.60 13.36 4.26 8.49

Russell 2000 Value TR USD 9.54 -2.31 -7.17 -0.66 7.70 -12.96 21.01 4.55 7.22

FTSE EPRA Nareit Developed TR USD 9.02 -4.37 -3.08 1.04 8.22 -20.63 7.57 1.79 3.37

Morningstar DM xUS NR USD 7.98 -2.42 1.89 7.36 24.72 -3.92 13.22 3.42 4.96

Morningstar EM NR USD 6.97 -5.74 2.68 3.52 13.16 -10.05 9.88 0.18 2.65

FTSE WGBI NonUSD Hdg USD 1.90 -1.04 2.56 3.43 2.44 -6.02 -3.21 0.23 2.09

JPM EMBI Plus TR USD 3.58 -3.37 1.79 1.87 10.74 -8.42 -4.94 -3.12 0.17

Bloomberg US Corporate High Yield 3.81 -1.29 1.07 3.57 7.89 -3.34 5.91 3.21 4.10

Bloomberg Gbl Infl Linked US TIPS 1.83 -1.37 2.89 3.34 5.45 -6.06 1.75 2.94 1.49

Bloomberg US Aggregate Bond 3.08 -2.59 2.54 2.96 4.89 -4.78 -2.77 0.91 1.36

Bloomberg US Govt/Credit 1-3 Year 0.80 -0.74 1.45 1.51 2.41 0.26 -0.38 1.26 1.01

Bloomberg Commodity -0.49 -4.70 -0.21 -5.36 -3.26 -12.49 20.82 5.36 -1.72

Indexes shown are unmanaged and not available for direct investment. Source: Morningstar DirectSM

Past performance is no guarantee of future results.

Portfolio Positioning

The Morningstar ETF Allocation portfolios were reallocated near the end of the quarter. Prior to our March reallocation, we maintained a value tilt that 
included exposure to sectors such as energy, financials, industrials, utilities and healthcare. At the end of 2022, select growth assets appeared relatively 
more attractive after selling off throughout the year while value exposures outperformed. The reallocation was meant to reduce our value tilt which 
has served us well and realign our fixed income risk by lowering our credit exposure and sensitivity to interest rate changes across the Series. 

To accomplish this, we exited our dedicated energy, financials and consumer staples sector positions and reduced our value style positions. The 
proceeds were reallocated to US large- and mid-cap blend and an increase to emerging market equities which effectively increased our US growth 
exposure. At this point in the economic cycle, we also favor higher quality companies with stronger balance sheets. Based on this, we reduced select 
small cap exposures in favor of large and midcap positions. Our valuation research also favors select emerging market equity exposure relative to our 
US and international developed equity positions. As a result, we increased our emerging market exposure during the quarter.
 
On the fixed side, we reduced our credit and interest rate risk across the Series. In the quarter, we reduced select dedicated credit positions and 
reallocated the proceeds to both cash and mortgage-backed securities. Additionally, we reallocated a portion of our longer-term Treasury Inflation-
Protected Securities (TIPS) position to short-term TIPS which may reduce some interest rate volatility and better align our exposure to realized 
inflation as measured by the Consumer Price Index (CPI). Finally, we made a small increase to our commodities positions for added diversification and 
potentially help offset future inflation pressures. 
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Important Disclosures & Definitions
An investor should consider the investment objectives, risks, charges and expenses carefully before investing. To obtain a prospectus containing this 
and other information, call 1-866-759-5679 or visit www.alpsfunds.com. Read the prospectus carefully before investing.
Performance data quoted represents past performance. Past performance is no guarantee of future results; current performance may be higher or lower than 
performance quoted.

All investments are subject to risks, including the loss of money and the possible loss of the entire principal amount invested. Additional information regarding the 
risks of this investment is available in the prospectus.

Shares of the Portfolios are only offered to participating insurance companies and their separate accounts to fund the benefits of variable annuity contracts and 
variable life insurance policies. Shares of the Portfolios also may be used as investment vehicles for qualified pension and retirement plans and certain registered and 
unregistered separate accounts.

The Portfolios are not exchange-traded funds (ETFs), instead, they consist of five risk-based asset allocation portfolios that invest in underlying ETFs, which are 
typically open-end investment companies or unit investment trusts.

The Portfolios allocate investments among multiple ETF asset classes including: US equity, fixed income, real estate and international ETFs. Asset allocation does 
not assure a profit or protect against down markets. The stocks of smaller companies are subject to above-average market price fluctuations. There are specific risks 
associated with international investing, such as currency fluctuations, foreign taxation, differences in financial reporting practices and rapid changes in political 
and economic conditions. Real estate investments are subject to specific risks, such as risks related to general and local economic conditions and risks related to 
individual properties. Fixed income securities are subject to interest rate risk, prepayment risk and market risk. Commodity trading is highly speculative and involves a 
high degree of risk.

ALPS Portfolio Solutions Distributor, Inc. does not distribute the underlying ETFs within the Portfolios.

The Portfolios are not sponsored, endorsed, sold or promoted by Morningstar, Inc. or any of its affiliates (all such entities, collectively, “Morningstar Entities”).

The Morningstar Entities make no representation or warranty, express or implied, to the owners of the Portfolios or any member of the public regarding the advisability of 
investing in mutual funds generally or in the Portfolios in particular or the ability of the Morningstar Index Data to track general mutual fund market performance.

The information, data, analyses, and opinions presented herein do not constitute investment advice, are provided solely for informational purposes and therefore are 
not an offer to buy or sell a security, and are not warranted to be correct, complete, or accurate. Please note that references to specific securities or other investment 
options within this piece should not be considered an offer (as defined by the Securities and Exchange Act) to purchase or sell that specific investment. The 
performance data shown represents past performance. Past performance is no guarantee of future results.

This commentary is for informational purposes only. Nothing in this commentary should be construed as an offer/recommendation to buy or sell a particular 
security. The data and/or information noted are from what we believe to be reliable sources, Morningstar Investment Management LLC has no control over the 
methods or means used by these sources to collect their data and/or information; therefore, we cannot guarantee their accuracy or completeness. The opinions and 
estimates noted herein are accurate as of a certain date and are subject to change. The indices referenced are unmanaged and cannot be invested in directly. The 
performance data shown represents past performance. Past performance is no guarantee of future results.

This commentary contains certain forward-looking statements. We use words such as “expects”, “anticipates”, “believes”, “estimates”, “Forecasts”, and similar 
expressions to identify forward-looking statements. Such forward-looking statements involve known and unknown risks, uncertainties and other factors, which may 
cause the actual results to differ materially, and/or substantially from any future results, performance or achievements expressed or implied by those projected in the 
forward-looking statements for any reason.

The Morningstar information contained herein: (1) is proprietary to Morningstar and/or its content providers; (2) may not be copied or redistributed; and (3) is  
not warranted to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for any damages or losses arising from any use  
of this information.

ALPS Advisors, Inc. is the investment adviser to the Portfolios and Morningstar Investment Management LLC is the investment sub-adviser to the Portfolios. ALPS 
Advisors, Inc. and ALPS Portfolio Solutions Distributor, Inc., affiliated entities, are unaffiliated with Morningstar Investment Management LLC.

ALPS Portfolio Solutions Distributor, Inc. is the distributor for the Portfolios.

Not FDIC Insured • No Bank Guarantee • May Lose Value  
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