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Strategic Asset Allocation (SAA) 
starts with asset-class weights; 
Total Portfolio Approach (TPA) 
starts with the total portfolio 
objective.
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The main difference is 
governance: TPA gives more 
flexibility but demands stronger 
accountability.
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Many investors considering TPA 
are likely to use a hybrid 
approach, keeping a form of SAA 
guardrails while adopting 
selected TPA principles.
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Key takeaways
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Introduction

Few debates in institutional investing have moved as quickly from the frontier to the 
mainstream as the Total Portfolio Approach (TPA). A handful of large sovereign and pension 
funds, including The Canada Pension Plan, the New Zealand Superannuation Fund, 
Singapore’s GIC, and Australia’s Future Fund (which has run a TPA framework since its 
inception in 2006) have been managing capital this way for several years. CalPERS, the 
largest US public pension, formally implemented TPA in mid-2026.1 A growing number of 
asset owners and family offices are now asking whether they should follow. 

This article does not aim to be a TPA implementation guide, though follow up pieces will aim 
to provide greater insight into how TPA is being applied to different asset classes. Nor are 
we advocating for either approach. Rather, this article aims to explain, in plain language, the 
similarities and differences between SAA and TPA.

• Strategic Asset Allocation (SAA): the historically favoured approach that sets a long-term 
policy mix of multiple asset classes, implements each through dedicated mandates, and 
measures each against its own asset-class benchmark. 

• Total Portfolio Approach (TPA): An integrated approach that measures the performance 
of all assets as a single portfolio, judging every decision by its contribution to the 
institution’s overall objectives rather than to an asset-class benchmark.

1.Source: 
calpers.ca.gov/newsroom/calp
ers-news/2025/calpers-board-
adopts-streamlined-
investment-approach-to-seize-
market-opportunities

Myth-busting TPA

Myth: TPA is replacement for SAA.

Reality: Many institutions adopt a hybrid model, retaining SAA-style guardrails or reference 
portfolios while applying total-portfolio thinking to active decisions, liquidity, private markets, 
and risk budgeting. The more balanced view is that SAA and TPA sit on a spectrum defined 
by an investor's commitment to increasing investment flexibility while implementing the 
necessary governance to oversee that flexibility effectively. Some investors may keep an 
SAA framework but apply TPA principles to active decisions, liquidity management, private-
market pacing, or cross-asset risk. Others may move further towards a full total-portfolio 
model. The right answer depends on objectives, governance, and implementation capability.

Myth: SAA is obsolete.

Reality: SAA remains useful where clarity, transparency, board oversight, and ease of 
communication are priorities, especially for institutions with more limited governance 
capacity or data infrastructure. It is unlikely to disappear, in our view.

Myth: TPA means no benchmarks.

Reality: While TPA does not require a benchmark as a matter of principle, many early 
adopters are using a benchmark-like reference portfolio. This is usually because boards 
want a simple governance tool for measuring alpha capture, defining risk appetite, or 
creating a hurdle for active decisions. However, we also see TPA investors who measure 
performance against the mandate objectives over the longer term, so the objective can be 
either relative or absolute.

If a benchmark is used, then TPA changes the nature of the benchmark to an overall 
portfolio-wide objective. Under SAA, performance is broken down to be assessed against 
asset-class benchmarks. TPA does not remove accountability but aligns it with the investor’s 
mission.

Our reading of the topic suggests most institutions implementing TPA are using some form 
of reference portfolio.
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Myth: TPA is only suitable for the largest funds.

Reality: Large funds have been early adopters because they often have the scale, 
data, and internal resources to implement TPA fully, but smaller institutions can still 
adopt selected principles in areas such as liquidity management, private-market 
pacing, and cross-asset relative value.

Myth: SAA can be just as flexible as TPA.

Reality: SAA can include tactical tilts, but usually within pre-set ranges, whereas TPA gives 
the chief investment officer (CIO) greater structural flexibility to allocate capital wherever the 
expected contribution to the overall portfolio is strongest.

Myth: TPA governance is just SAA governance with minor adjustments.

Reality: TPA requires a more substantial governance shift, with boards defining mission, 
objectives, and total-fund risk appetite, while delegating more dynamic capital-allocation 
authority to the CIO or investment committee.

Myth: TPA automatically reduces allocations to private markets and illiquid assets.

Reality: TPA does not prescribe higher or lower private-market exposure; it asks whether 
each commitment improves the total portfolio after considering return, risk, liquidity, fees, 
transparency, and operational complexity. In some cases, TPA may make the case for 
private markets more demanding, because private assets need to justify their place against 
all other uses of capital. In other cases, a well-governed TPA framework may support 
meaningful private-market exposure, provided the investor has robust liquidity planning, 
cash-flow forecasting, and risk measurement. The key point is that illiquidity must be 
budgeted deliberately. Private assets can sit within a total-portfolio framework, and they are 
not treated as a separate world.

A disciplined TPA framework may even allow some investors to hold larger illiquid 
allocations than a traditional bucketed framework would permit, but only if liquidity buffers, 
pacing plans, stress tests and rebalancing tools are explicit.

Myth: TPA guarantees outperformance.

Reality: TPA can improve the quality of portfolio decisions, but it does not create investment 
skill. TPA removes some constraints and gives investors more flexibility. Whether that 
flexibility adds value depends on governance, data, risk systems, implementation discipline, 
and of course investment judgement.

Performance evidence around TPA needs to be treated carefully. Reported advantages for 
early adopters may reflect better governance, stronger internal teams, scale, investment 
skill, or other institutional features, not the framework alone. In our opinion, TPA better 
frames the question that investors are seeking to answer, but certainly does not guarantee 
results.

The real difference: decision authority and accountability

The most useful way to distinguish SAA from TPA is not to ask which framework is “better,” 
but rather to examine who has the authority to make decisions, how much discretion they 
have, and how they are held accountable:

• Under SAA, the board or investment committee typically owns the portfolio allocation 
policy, setting the long-term allocation to each asset class and the ranges within which 
the investment team can operate. The investment teams then implement the policy, 
managing each sleeve against its specific benchmark.

• Under TPA, the board sets the mission, objectives, risk appetite, liquidity constraints, and 
governance boundaries, then giving discretion to the Chief Investment Officer / 
investment team to allocate capital dynamically across the whole opportunity set. The 
investment team is judged on whether total-fund decisions improve outcomes relative to 
the investor’s overall objective or reference portfolio, rather than on whether each sleeve 
beats its asset-class benchmark.

This is the heart of the trade-off: TPA offers greater flexibility but that means good 
governance is paramount. Without clear decision rights, a reference point, risk limits, and 
transparent reporting, TPA risks being vague, complex, and hard to defend. However, with 
robust data and governance foundations in place, investors are better able to compare 
opportunities, risks, and liquidity trade-offs more coherently across the whole portfolio.
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Similarities and differences

Total Portfolio ApproachStrategic Asset AllocationDimension

Both aim to meet long-term obligations or objectives within an acceptable risk 
budget.

Objectives

Both depend on diversification, governance discipline, and a clear investment 
belief system.

Governance needs

Both need a way to assess whether active decisions are adding value.Decision framework

The total portfolio objective.Long-term asset-class weights.Starting point

Whole portfolio.Asset-class sleeve.Decision unit

Contribution to total-fund risk, including factor 
exposures.

Deviation from policy weights 
and asset-class benchmarks.

Risk lens

Reference portfolio, liability-relative objective, 
or real-return target.

Asset-class benchmarks.Benchmarking

Board sets mission and risk appetite; CIO 
and investment team allocate dynamically.

Board sets policy weights; 
asset-class teams implement.

Governance

Ongoing reassessment of relative value and 
marginal contribution.

Periodic review and 
rebalancing.

Adaptability

Flexibility, stronger alignment with outcomes 
and better cross-asset comparison.

Transparency, simplicity, and 
discipline.

Main advantage

Complexity, governance strain, and higher 
data demands.

Silo behaviour and hidden 
factor concentration.

Main risk

Institutions with the governance, data and 
accountability needed to manage more 
dynamic total-fund decisions

Institutions that need clear 
policy governance, stable 
benchmarks, and 
straightforward communication

Best suited to

Source: Invesco Strategy & Insights, based on analysis of SAA and TPA frameworks and source material reviewed for this primer. 
As of 26 June 2026.
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Why interest in TPA has risen

In our view, interest in TPA has risen partly because institutional portfolios have become 
more complex and are incorporating a broader range of assets. 

• Many institutional investors now allocate to strategies that do not fit neatly into a 
simple listed-market framework. Private market and other alternative assets offer 
diversification potential, but they also bring illiquidity, valuation uncertainty, and more 
complicated risk exposures.

• Asset-class labels can hide common underlying risks; a portfolio may appear 
diversified across asset classes, but still ultimately be heavily exposed to the same 
macro drivers or factors. TPA addresses that by looking through the asset-class label 
and assessing the contribution to the whole fund.

• Faster market moves can expose the limits of static policy weights and slow decision 
processes. TPA can provide that flexibility, but only if the organisation has agreed in 
advance who can act, within what limits and with what reporting back to the board.



What good implementation requires

This primer is not intended to be an implementation manual, but we believe five requirements 
are important to understand. Together, these considerations will help determine whether the 
change results in flexibility through disciplined governance, or if it simply adds extra 
complexity.

First, governance must be clear. The Chief Investment Officer and investment team need 
clarity on the objective, risk appetite, liquidity needs, and constraints, setting parameters for 
decision limit and time horizon.

Second, the investor needs a reference point. Whether a reference index, a liability 
benchmark or a real-return objective, a reference point helps the board judge whether active 
decisions are adding value and whether the portfolio remains aligned with the institution’s 
purpose.

Third, data and risk systems must support total-fund decisions. A fuller TPA framework 
needs an integrated view across public markets, private markets, derivatives, currency, 
liquidity, and factor exposures. Without that, the investor may have more discretion but no 
better understanding of the risks being taken.

Fourth, implementation tools must match the ambition. Overlays, liquidity frameworks, 
currency management, private-market pacing, and completion portfolios can all help 
investors act at the total-portfolio level. Currency management is a good example. Under 
SAA, FX exposure can be managed unevenly across asset classes, leaving the total portfolio 
with an unintended currency position. TPA brings that exposure into the open and asks 
whether currency risk should be hedged, rewarded, budgeted, or managed centrally. A 
centralised currency overlay can therefore be a practical early step towards total-portfolio 
thinking.

Fifth, change is usually incremental. The most realistic path is often to start with one or 
two areas where total-portfolio thinking can add visible value, such as improved risk 
reporting, centralised liquidity management, or a clearer framework for active risk. Early 
successes can then build confidence for broader change.

We think TPA can be most useful where the investor’s objective is hard to capture through a 
simple asset-class benchmark, or where cross-asset interactions, liquidity needs and factor 
concentrations materially affect outcomes. In those cases, a total-portfolio lens may help 
investors compare opportunities and risks more clearly. The case for TPA is not that it is 
more modern or sophisticated. It is that the investor has a problem that asset-class buckets 
do not solve well.

Conclusion

TPA is best understood as an evolution in portfolio governance, in our view. It is not a 
rejection of SAA. SAA remains a clear and effective way to frame long-term investment 
policy. TPA asks a different question: What is the best use of the next unit of capital, risk, 
liquidity, and governance attention for the whole portfolio?

That question can improve the quality of decision-making, but only if the governance model 
can support the additional discretion. TPA requires stronger governance, better data, clearer 
accountability, and a more collaborative investment culture. Without those foundations, extra 
flexibility can become extra complexity. For many institutions, the most effective approach 
may not be a full move to TPA, but a better-governed version of SAA that incorporates 
selected total-portfolio disciplines.

For most investors, the right question is not “SAA or TPA?” It is “how much discretion can we 
govern well?” The answer could determine how far, and how quickly, they move along the 
spectrum from strategic asset allocation towards a total portfolio approach.
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Investment risks

The value of investments and any income will fluctuate (this may partly be the result of exchange rate fluctuations) and investors may not get back the 
full amount invested. Past performance is not a guide to future returns.

Important information

This marketing communication is exclusively for use by professional investors in Continental Europe (as defined below), Qualified Clients/Sophisticated 
Investors in Israel and Professional Clients in Dubai, Ireland, Isle of Man, Jersey, Guernsey and the UK; for Sophisticated or Professional Investors in 
Australia; in New Zealand for wholesale investors (as defined in the Financial Markets Conduct Act); Institutional Investors in the United States; In 
Canada this document is for Advisor and Institutional Investors; for Professional Investors in Colombia; for one-on-one Institutional and Accredited 
Investors in Mexico; for one-on-one Institutional Investors in Peru; for one-on-one Qualified Investors in Chile; for Qualified Institutional Investors in 
Japan; for Professional Investors in Hong Kong, for Institutional Investors and/or Accredited Investors in Singapore; for certain specific institutional 
investors in Indonesia; for certain specific Qualified Institutions and/or Sophisticated Investors only in Taiwan; for Qualified Institutional Investors and/or 
certain specific institutional investors in Thailand; for certain specific sovereign wealth funds and/ or Qualified Domestic Institutional Investors approved 
by local regulators only in the People’s Republic of China, for Qualified Professional Investors in Korea, for certain specific institutional investors in 
Brunei, for certain specific Institutional Investors in Malaysia upon request, and for qualified buyers in the Philippines. It is not intended for and should 
not be distributed to or relied upon by the public or retail investors and is not for consumer use.

For the distribution of this document, Continental Europe is defined as Austria, Belgium, Bulgaria, Croatia, Czech Republic, Denmark, Estonia, Finland, 
France, Germany, Greece, Hungary, Italy, Kosovo, Latvia, Liechtenstein, Lithuania, Luxembourg, Netherlands, North Macedonia, Norway, Poland, 
Portugal, Romania, Slovakia, Slovenia, Spain, Sweden and Switzerland.

This marketing communication is not intended as a recommendation to invest in any particular asset class, security, strategy or product for a particular 
investor. Investors should consult a financial professional before making any investment decisions. This report contains general information only and 
does not take into account individual objectives, taxation position or financial needs. Nor does this constitute a recommendation of the suitability of any 
investment strategy or product for a particular investor. It is not an offer to buy or sell or a solicitation of an offer to buy or sell any security or instrument 
or to participate in any trading strategy to any person in any jurisdiction in which such an offer or solicitation is not authorized or to any person to whom it 
would be unlawful to market such an offer or solicitation. It does not form part of any prospectus. While great care has been taken to ensure that the 
information contained herein is accurate, no responsibility can be accepted for any errors, mistakes or omissions or for any action taken in reliance 
thereon.

This is marketing material, is for informational purposes only, and is not financial advice. It is not intended as a recommendation to buy or sell any 
particular asset class, security or strategy. Regulatory requirements that require impartiality of investment/investment strategy recommendations are 
therefore not applicable nor are any prohibitions to trade before publication.

The opinions expressed are those of the individuals expressing them personally and may differ from the opinions of other Invesco investment 
professionals. Opinions are based upon current market conditions and are subject to change without notice. As with all investments, there are 
associated inherent risks. Please obtain and review all financial material carefully before investing. Asset management services are provided by 
Invesco in accordance with appropriate local legislation and regulations. This material may contain statements that are not purely historical in nature 
but are “forward-looking statements.” These include, among other things, projections, forecasts, estimates of income, yield or return or future 
performance targets. These forward-looking statements are based upon certain assumptions, some of which are described herein. Actual events are 
difficult to predict and may substantially differ from those assumed. All forward-looking statements included herein are based on information available 
on the date hereof and Invesco assumes no duty to update any forward-looking statement. Accordingly, there can be no assurance that estimated 
returns or projections can be realized, that forward-looking statements will materialize or that actual returns or results will not be materially lower than 
those presented. By accepting this document, you consent to communicate with us in English, unless you inform us otherwise.

All material presented is compiled from sources believed to be reliable and current, but accuracy cannot be guaranteed. This is not to be construed as 
an offer to buy or sell any financial instruments and should not be relied upon as the sole factor in an investment making decision. As with all 
investments, there are associated inherent risks. Please obtain and review all financial material carefully before investing.

All data as at 1 July 2026 unless otherwise stated. All data is USD, unless otherwise stated.

Restrictions on distribution

Australia

This document has been prepared only for those persons to whom Invesco has provided it. It should not be relied upon by anyone else. Information 
contained in this document may not have been prepared or tailored for an Australian audience and does not constitute an offer of a financial product in 
Australia. You may only reproduce, circulate and use this document (or any part of it) with the consent of Invesco.

The information in this document has been prepared without taking into account any investor’s investment objectives, financial situation or particular 
needs. Before acting on the information the investor should consider its appropriateness having regard to their investment objectives, financial situation 
and needs.

You should note that this information:

• may contain references to dollar amounts which are not Australian dollars;

• may contain financial information which is not prepared in accordance with Australian law or practices;

• may not address risks associated with investment in foreign currency denominated investments; and does not address Australian tax issues.

• issued in Australia by Invesco Australia Limited (ABN 48 001 693 232), Level 26, 333 Collins Street, Melbourne, Victoria, 3000, Australia which holds 
an Australian Financial Services Licence number 239916.

Canada

This document is restricted to advisor and institutional investors. 

• Issued in Canada by Invesco Canada Ltd., 130 King Street West, Suite 1900, Toronto, Ontario M5X 1E3 Canada.

Continental Europe, Dubai, Ireland, the Isle of Man, Jersey, Guernsey and the UK

• Issued in Austria, Belgium, Bulgaria, Croatia, Czech Republic, Denmark, Estonia, Finland, France, Germany, Greece, Hungary, Italy, Kosovo, Latvia, 
Lithuania, Luxembourg, Netherlands, North Macedonia, Norway, Poland, Portugal, Romania, Slovakia, Slovenia, Spain, and Sweden by Invesco 
Management S.A., President Building, 37A Avenue JF Kennedy, L-1855 Luxembourg, regulated by the Commission de Surveillance du Secteur
Financier, Luxembourg.

6



• Issued in Dubai by Invesco Asset Management Limited, Index Tower Level 6 - Unit 616, P.O. Box 506599, Al Mustaqbal Street, DIFC, Dubai, 
United Arab Emirates. Regulated by the Dubai Financial Services Authority.

• Issued in Liechtenstein and Switzerland by Invesco Asset Management (Schweiz) AG, Talacker 34, 8001 Zurich, Switzerland.

• Issued in the Isle of Man, Ireland, Jersey, Guernsey and the United Kingdom by Invesco Asset Management Limited which is authorised and 
regulated by the Financial Conduct Authority. Invesco Asset Management Ltd, Perpetual Park, Perpetual Park Drive, Henley-on-Thames, RG91HH, 
UK.

Hong Kong

This document is provided to professional investors (as defined in the Securities and Futures Ordinance and the Securities and Futures (Professional 
Investor) Rules) only in Hong Kong.

It is not intended for and should not be distributed to or relied upon by the members of the public or the retail investors.

• Issued in Hong Kong by Invesco Hong Kong Limited 景順投資管理有限公司 45/F, Jardine House, 1 Connaught Place, Central, Hong Kong

Israel

This document may not be reproduced or used for any other purpose, nor be furnished to any other person other than those to whom copies have 
been sent. Nothing in this document should be considered investment advice or investment marketing as defined in the Regulation of Investment 
Advice, Investment Marketing and Portfolio Management Law, 1995 ("Investment Advice Law"). Neither Invesco Ltd. nor its subsidiaries are licensed 
under the Investment Advice Law, nor does it carry the insurance as required of a licensee thereunder.

• Issued by Invesco Asset Management Limited, Perpetual Park, Perpetual Park Drive, Henley-on-Thames, Oxfordshire, RG9 1HH, United Kingdom. 
Authorised and regulated by the Financial Conduct Authority.

Japan

This document is only intended for use with Qualified Institutional Investors in Japan. It is not intended for and should not be distributed to, or relied 
upon, by members of the public or retail investors.

• Issued in Japan by Invesco Asset Management (Japan) Limited, Roppongi Hills Mori Tower 14F, 6-10-1 Roppongi, Minato-ku, Tokyo 106-6114; 
Registration Number: The Director-General of Kanto Local Finance Bureau (Kin-sho) 306; Member of the Investment Management Association of 
Japan and the Japan Securities Dealers Association, and/or 2) Invesco Global Real Estate Asia Pacific, Inc., Roppongi Hills Mori Tower 14F, 6-
10-1 Roppongi, Minato-ku, Tokyo 106-6114; Registration Number: The Director- General of Kanto Local Finance Bureau (Kin-sho) 583; Member 
of the Investment Management Association of Japan and Type II Financial Instruments Firms Association.

New Zealand

This document is issued only to wholesale investors (as defined in the Financial Markets Conduct Act) in New Zealand to whom disclosure is not 
required under Part 3 of the Financial Markets Conduct Act. This document has been prepared only for those persons to whom it has been provided by 
Invesco. It should not be relied upon by anyone else and must not be distributed to members of the public in New Zealand. Information contained in this 
document may not have been prepared or tailored for a New Zealand audience.

You may only reproduce, circulate and use this document (or any part of it) with the consent of Invesco. This document does not constitute and should 
not be construed as an offer of, invitation or proposal to make an offer for, recommendation to apply for, an opinion or guidance on Interests to 
members of the public in New Zealand. Any requests for information from persons who are members of the public in New Zealand will not be accepted.

• Issued in New Zealand by Invesco Australia Limited (ABN 48 001 693 232), Level 26, 333 Collins Street, Melbourne, Victoria, 3000, Australia, 
which holds an Australian Financial Services Licence number 239916.

Singapore

This document may not be circulated or distributed, whether directly or indirectly, to persons in Singapore other than (i) to an institutional investor under 
Section 304 of the Securities and Futures Act (the “SFA”), (ii) to a relevant person pursuant to Section 305(1), or any person pursuant to Section 305(2), 
and in accordance with the conditions specified in Section 305 of the SFA, or (iii) otherwise pursuant to, and in accordance with the conditions of, any 
other applicable provision of the SFA. This document is for the sole use of the recipient on an institutional offer basis and/or accredited investors and 
cannot be distributed within Singapore by way of a public offer, public advertisement or in any other means of public marketing.

• Issued in Singapore by Invesco Asset Management Singapore Ltd, 9 Raffles Place, #18- 01 Republic Plaza, Singapore 048619.

Taiwan

This material is distributed to you in your capacity as Qualified Institutions/Sophisticated Investors. It is not intended for and should not be distributed to, 
or relied upon, by members of the public or retail investors.

• Issued in Taiwan by Invesco Taiwan Limited, 22F, No.1, Songzhi Road, Taipei 11047, Taiwan (0800-045-066). Invesco Taiwan Limited is 
operated and managed independently.

United States

• Issued in the US by Invesco Advisers, Inc., 1331 Spring Street NW, Suite 2500, Atlanta, GA 30309.

Invesco.com II-INDEPTH-26-INSI-7E 07/26 GL5714074  

202607-5714074-GL


