How Orion Communities
Makes SMAs Accessible
for All

The State of SMAs
Invented in the 1970s to accommodate the investment needs for people with objectives that
didn’t fit well into standard mutual fund strategies, SMAs have continued to see their usage
primarily reserved for those people who needed custom strategies—namely, high net worth
individuals.
However, while they may have been somewhat limited to a smaller segment of investors,
SMAs have still consistently grown over the last five decades. Even though they don’t see the
same attention that ETFs, mutual funds, and direct indexing do, they’re still an important
tool for financial advisors to understand—and be able to leverage when appropriate.
Recent history shows that SMAs actually hold more wealth than either ETFs or mutual funds.
One study found that they comprised 35% of U.S. equity assets in 2018, while ETFs held 34%
and mutual funds came in third at 31% of equity wealth.1
The steady growth that SMAs have shown may be about to get much higher as well. Another
study suggests that demand for SMAs may double by 2023.2
As popular as SMAs might become, it’s critical that advisors understand how to use them
for clients with situations that warrant this kind of strategy. And even more importantly,
advisors also need to understand the problems that SMAs typically present—and how to
maneuver past them.
Throughout the rest of this ebook, we’ll cover the benefits and roadblocks to using SMAs,
and give you a guide for making them more accessible to all your clients.
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https://www.bnymellon.com/us/en/what-we-do/business-insights/the-growth-trajectory-of-separately-managedaccounts-continues.jsp
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https://www.tradersmagazine.com/departments/fx/separately-managed-accounts-expected-to-double-in-three-years/

2 • WWW.ORIONADVISORTECH.COM

Why an SMA Strategy
is Attractive
There are three primary reasons advisors choose to use SMA strategies.3 In
the right situation, they can be a viable way to manage a client’s portfolio to
specific desired outcomes that might otherwise be harder to achieve through
traditional buy-and-hold strategies.

MORE PERSONAL
In the typical portfolio that holds mutual funds or ETFs, the
securities an investor owns are bundled together. While this
can create exposure and diversity for the average investor’s
investments, it doesn’t allow for truly personal strategies,
such as if an investor wants to exclude certain companies
from their portfolio.
An SMA account, on the other hand, lets an investor,
their advisor, and the portfolio manager work together to
personalize investments and intended outcomes.

TRANSPARENT
When an investor owns an ETF, there’s a little bit of research
to be done if they want to see the underlying holdings of
that asset. While an ETF isn’t nontransparent, it also isn’t as
clear as directly owning a security. SMA reporting, though,
shows each of the direct investments a client holds, so
there’s no questions or guessing about what they own, or
how correlated (or uncorrelated, as the case often ends up
being with ETF-only portfolios) their investments may truly
be.

PROFESSIONAL MANAGEMENT
SMAs offer more than just transparency and personalized
strategies; they also offer direct access to professional
money managers. An SMA is managed by an investment
manager, often within a team structure, so investors can be
confident they’re getting the best treatment, research, and
insights for their portfolio.
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https://www.leggmason.com/content/dam/legg-mason/documents/en/insights-and-education/brochure/investoreducation-sma.pdf
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Two Problems with SMAs
Unfortunately, it’s not all sunshine and rainbows for SMAs. There are two
critical problems that prevent many advisors from adopting them as a
possible strategy, and keep investors out as well.

1

2

4

Problem 1: Costly
A typical investment minimum for an SMA can range anywhere from
$50,000 to $300,000 to open one account.4 As such, access has been
mostly restricted to wealthy investors. SMAs haven’t been compelling
for the average RIA firm, which may do most of its work with mass
affluent clients whose total portfolio might constitute just that
investment minimum.

Problem 2: Exclusivity
Access to low cost SMAs is a possibility, but even that can come at a
price. Most often, an advisory firm must sign an exclusivity agreement
with an SMA provider. So while the advisor can then offer SMAs at
lower minimums, and use them with clients who can’t meet traditional
minimums, the exclusivity arrangement introduces different problems.
Being locked into what basically amounts to a new form of product
recommendations makes it difficult for an advisory firm to act as a true
fiduciary for its clients.

https://www.leggmason.com/content/dam/legg-mason/documents/en/insights-and-education/brochure/investoreducation-sma.pdf
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How Communities Makes
SMAs Accessible
Thankfully, technology has stepped in to make it feasible for more advisors to utilize SMAs with a
wider variety of investors. Specifically, Orion’s Communities is a tool that can help advisors access and
implement SMAs while also avoiding the most common barriers identified in the previous section.

Here’s how:
Subscription-based Access
Communities is a subscription-based service, which makes it supremely simple for
advisors to get access to SMAs. Unlike exclusivity agreements which may provide only 5
or 6 SMA strategies in total, Communities offers access to 50 SMA strategies.
Advisors can find and subscribe to the right strategy without giving up any of their
fiduciary responsibility to provide their client with the absolute best investment
recommendations.

Low Minimum Cost
In the traditional SMA world, the only way to access lower minimums is to make a deal
with an SMA strategist for exclusive strategy access. That type of agreement, though,
means that someone has to eat the cost—if it’s not the advisor, then they’re passing on
those costs to clients as portfolio management fees. Communities eliminates all of that.
Some strategies can be subscribed to for as low as $50 so there’s no need to pass on
costs.
Other than the cost to subscribe to a strategy, there are no other fees associated with
using Communities for Orion advisors.
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Conclusion
As you can see, SMAs are an attractive investing style for any advisor who
wants to offer customized, personal management to clients. And with their
continued growth, it’s likely that a growing number of investors will become
interested in them over the next several years.

WHEN YOUR FIRM NEEDS
TO OFFER AN SMA STRATEGY,
COMMUNITIES MAKES ACCESS SIMPLE, AND IT OPENS UP
A WHOLE NEW WORLD OF INVESTMENT OPPORTUNITIES
TO CLIENTS WHO MIGHT NOT OTHERWISE HAVE THE
WEALTH TO BE ABLE TO TAKE ADVANTAGE OF THEM.
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Ready for
a Closer Look?

orion.com

I

info@orion.com

I

402.496.3513
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Visit orion.com to schedule a demo of the Communities
platform, or contact the Orion service team to request
a personal tour so you can start implementing SMA
strategies into your firm’s process today.

