
THE ETF MARKET CONTINUES TO SET 
records, capturing billions worth of inflows 
monthly. At the end of May, there were over 
5,000 ETFs listed globally, representing 
close to $4 trillion in assets, according re-
search firm ETFGI.

But low costs and 
an investor shift to-
ward passive are 

only part of the reasons why exchange-traded 
products are leading change across asset man-
agement, according to four industry experts. 
(Read their perspectives inside.) 

ETFs, they posit, have been boosted by a 
trio of trends coming together at one time: 

the industry’s adoption of new technology, 
such as robo advice;  innovation developing 
new exchange-traded products; and a host 
of regulatory changes working in their favor, 
including the Department of Labor’s fiduciary 
rule, which despite industry opposition, was 
allowed to take effect this month.

Technology, for instance, “has made in-
vesting in index-tracking funds, passive or 
smart beta/factors cheaper,” says Tim Baker,  
director of product strategy at Glastonbury, 
Connecticut-based Symmetry Partners. “It is 
no longer necessary to spend a lot of money 
on research to find companies with low P/E 

BY SELLING ITS STRUGGLING INVESTMENT 
management business, UMB Financial in Kan-
sas City, Missouri, can allocate more time — and 
more money — to its banking operations.

The $21 billion-asset 
company recently an-
nounced an agreement 

to sell Scout Investments to a Raymond James 
unit for $172.5 million in cash.

The move comes eight years after UMB 
formed Scout from what had been an in-house 
operation. The business, which has about $27 
billion under management, had suffered from 

Why UMB cut ties with 
its funds business
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Focus on low-volatility 
dividend ETFs

OF THE MORE THAN 100 ETFS LAUNCHED 
since the beginning of December, fewer than 10 
have been dividend-focused portfolios. 

Rising interest rates have dampened enthusi-
asm for the funds, which 
had enjoyed a long streak 
of higher yields than 

Treasuries over the last years.
Binky Chadha, the chief global strategist at 

Deutsche Bank’s U.S. securities unit, now sees 
yields on 10-year Treasuries reaching 3.25% by 
year-end, from 2.19% now. O’Shares and Power-
Shares, however, introduced international and 

ETFs, on page 6

PRODUCTS
By Joseph Lisanti

Reproduction or electronic forwarding of this product is a violation of federal copyright law. 
Site licenses are available: please call customer service at (212) 803-8500 or help@sourcemedia.com.

SCORECARD

MUTUAL FUND FLOWS
P. 11

NEWS SCAN 

RECORD CORP DEBT HOLDINGS 
P. 3

NEWS SCAN

DEUTSCHE MULTI-FACTOR FUND 
P. 4

Source: Investment Company Institute

Money Market Fund Assets 
Increased $5.47B for the

Week Ending June 7 (billions)

$2,665.00

$2,660.00

$2,655.00

$2,650.00

$2,645.00

$2,640.00

$2,635.00
May 17 May 24 May 31 June 7

$2
,6

44
.7

7 $2
,6

48
.5

0

$2
,6

53
.5

1

$2
,6

58
.9

8

Where do ETFs lead the industry to next?
SPECIAL REPORT: STATE OF ASSET MANAGEMENT

Bl
oo

m
be

rg
 N

ew
s

MME061917.indd   1 6/15/2017   6:25:28 PM



INVESTED IN ADVISERS  /JULY 2016

Financial Planning
Financial Planning

July  2016                                                                                                                                                                                                                                                                                              
 

 
           

 
 

                                                                                                                                        Vol. 46/N
o.7

RIA IQ: FIDUCIARY RULE’S IMPACT ON LPL  p.26

Costly problems can lurk in property that clients inherit, purchase or receive 
through donation. That’s when planners like Jonathan Harrison can help. 

THE FIXER-UPPER

C1_FP0716_V2.indd   1 6/6/16   10:43 AM

FREE APP 
AVAILABLE FOR 

DOWNLOAD

Staying informed has never been this easy.  
Access our content, anywhere you go from your iPad, iPhone or Android. 

DOWNLOAD TODAY!

www.fi nancial-planning.com

FP_App_Ad 2016_8.5X11.indd   1 1/24/17   3:14 PM

MME061917.indd   2 6/15/2017   6:25:28 PM



June 19, 2017 Money Management Executive 3

Managers are holding record 
levels of corporate debt

U.S. corporate debt holdings are at re-
cord highs among managers, according 
to Bloomberg.

Stone & McCarthy Research Asso-
ciates’ weekly survey of fixed-income 
portfolio managers showed corporate 
debt allocations at an all-time high of 37%, 
matching levels last seen in August 2016.

Money managers’ holdings of corpo-
rate bonds as a share of assets has os-
cillated between 32% and 37% over the 
past five years.

Survey participants also reported re-
ducing their allocation to Treasuries to 
24.2%, their lowest levels since Septem-
ber, while also cutting back on duration.

Bank of America Merrill Lynch recent-
ly highlighted a near $10 billion flood into 
investment grade debt during the week 
ended June 8, positing that the fierce ap-
petite for corporate credit helps explain 
the broader disconnect between Treasury 
yields and risk assets.

Popular 401(k) funds are 
packed with tech stocks

Volatility among Apple, Google and 
Facebook is an opportunity to examine 
how tech heavy some of the most popular 
401(k) funds are, Bloomberg reports.

The $114.5 billion Fidelity Contrafund is 
third by assets on a list of the most pop-
ular equity-focused funds in 401(k) plans, 

according to Brightscope. It was 36.7% 
tech in the latest monthly data, compared 
with April, according to Morningstar. 

Comparatively, the S&P 500 was 
20.1% in tech at the end of April (now 
about 22.5%).

Contrafund’s much smaller cousin, the 
$37.8 billion Fidelity Growth Company, 
also has about a quarter of its assets in 
its top five holdings. The stocks are Nvidia 
Corp. at 6.3%, Apple at 5.4, Amazon at 4.8, 
Alphabet at 3.8, and Facebook at 3.3. The 
fund is ninth on Brightscope’s list.

Vanguard Wellington, a $100 billion 
fund, was approaching peak tech at the 
end of April — but for Wellington that 
meant 9%. Wellington, which falls into 
Morningstar’s category of asset allocation 
funds, has about 31% in bonds. Top stock 
holding: Microsoft, at 2.1%. At the $53.9 
billion Vanguard Primecap, Microsoft is 
also a top five holding, at 4.3%.

Complex instruments have 
disadvantages for mutual funds
Short selling and options create losses 

for mutual funds, according to a study.
Funds using these instruments had 

0.1% — 0.2% higher annual fees than 
funds that did not use them, according to 
a study from the Smith School of Business 
at Queen’s University in Canada found that 
leveraging.

Of the 4,793 mutual funds studied, 
researchers found that the groups using 
these instruments had lower excess re-
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cording to American Century. 
The company plans to enter the ETF 

market at the beginning of next year.

John Hancock Investments 
names West Coast ETFs head

John Hancock Investments appointed 
a managing director to lead its ETF expan-
sion in the West Coast, according to the 
company. 

Neil Kay joined John Hancock from 
Lattice Strategies that was acquired by 
Hartford Funds in 2016. He will report to 
the senior managing director of ETF dis-
tribution for John Hancock, Michelle Fuller. 

“We are pleased 
to welcome Neil to 
the firm and look 
forward to his con-
tributions as we 
continue building 
our momentum in 
the ETF market-
place,” Fuller said. 

Prior to working 
for Lattice, Kay was 
an iShares ETF spe-

cialist for BlackRock and Fisher Invest-
ments, the firm said.

Former JPMorgan 
bankers rejoin the firm

Two senior private-credit investors who 
left JPMorgan Chase last year rejoined the 
bank to build a new private credit group, 
Bloomberg News reported. 

Brad Demong and Leander Christo-
fides will lead the global special situations 
team under JPMorgan Chase’s asset 
management division. The pair will report 
to Anton Pil and Chris Hayward, co-man-
aging partners of the firm’s global alterna-
tives unit. 

“This move represents an immedi-
ate, significant expansion of our existing 
private credit offering in our alternatives 
business,” Pil said in the statement.

Before leaving the company, Demong 
and Christofides had worked at JPMorgan 
for over 15 years.  MME 

News Scan by Sarah Martinson

NEWS SCAN

turns. 
Funds using leveraging and buying op-

tions had lower excess returns and neg-
ative alpha. Complex instruments did not 
impact the returns of the mutual funds in 
high levels of institutional leadership, re-
searchers found. 

Concerns with short-term risk 
as high as retirement goals

Americans worry about how market 
volatility will impact their retirement goals 
as much as they do about reaching these 
goals, research shows. 

A key factor that determined American 
tolerance to market risks was their fam-
ilies, according to a study conducted by 
Franklin Templeton Investments. Of the 
2,013 adults surveyed, 62% said their 
family impacted their retirement planning, 
according to report. Nearly 16% expect 
that financing their children’s education 
will delay retirement. 

BNY Mellon’s Lockwood Advisers 
announced new portfolio suite

BNY Mellon’s Lockwood Advisors, a 
provider of managed account solutions, 
has developed a suite of portfolios by 
combining American Funds mutual funds 
and ETFs.

The Lockwood/American Funds Core 
Portfolios, created by the investment 
team at Lockwood, is designed to provide 
the option to combine active and passive 
strategies by leveraging objective-based 
portfolios within a multi-vehicle, low cost 
investment solution, the firm said. The 
portfolios have an account minimum re-
quirement of $10,000, according to BNY 
Mellon. 

O’Brien Investment Group 
launches global macro fund

O’Brien Investment Group, a futures 
brokerage and clearing firm, announced 
the launch of a new global macro fund.  

The OBIG Discretionary Global Macro 
Fund, which has a $250,000 minimum 

investment, will be managed by Monica 
Fuentes, portfolio manager and chief in-
vestment officer of the firm. The fund is 
open to the public on July 1 and will offer 
a founders share class for the first $100 
million, the firm said. 

Multi-factor fund from 
Deutsche Asset Management

Deutsche Asset Management an-
nounced the launch of a U.S. multi-factor 
fund.

The Deutsche U.S. Multi-Factor R6 
(DMFRX), which has an expense ratio 
of 0.35%, is designed to leverage the in-
vestment strategy and provide access 
to the Deutsche X-trackers Russell 1000 
Comprehensive Factor ETF (DEUS), the 
firm said. DMFRX was launched with $2 
million in net assets, according to Morn-
ingstar. 

“Through deliberate, consistent and 
direct factor exposure, the Deutsche U.S. 
multi-factor fund’s objective is to poten-
tially make a significant contribution to 
outperforming traditional market-capital-
ization weighted benchmark indices, while 
lowering risk possibilities and adding di-
versification to the portfolio,” said Brian 
Binder, president of Deutsche Funds.

American Century 
selects senior ETFs VP 

American Century Investments ap-
pointed a former Northern Trust senior 
vice president to head its newly created 
ETF unit. 

Edward Rosenberg is responsible for 
product development in his new role as 
senior vice president and head of ETFs at 
American Century, the firm said.

“We’ll leverage his expertise to develop 
an array of ETF solutions as we continue 
to invest in our capabilities that meet our 
clients’ needs,” said American Century 
CEO Jonathan Thomas. 

Rosenberg has nearly two decades of 
experience working in the ETF industry for 
Russell Investments and Vanguard, ac-
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sharp declines in fees in recent years.
Scout’s income plunged 90% last 

year compared with 2015, to $1.6 mil-
lion. The business lost $1.5 million in 
the fourth quarter.

For UMB, the sale is intended to al-
low it to reinvest in its more profitable 
banking business, possibly through ac-
quisitions. 

But it wasn’t an easy decision for 
Mariner Kemper, UMB’s chairman and 
CEO, which explains why UMB en-
dured years of pain before cutting the 
cord.

“It was definitely emotional for me, 
personally,” Kemper said, adding the 
Scout had once been a “meaningful 
contributor” to UMB’s bottom line. “As 
somebody who loves this place, I’m 
emotionally tied to the deal, to the peo-
ple and the business. That’s probably 
why we took our time to think about it.”

UMB also wanted to “find the right 
partner that would be the best platform 
for Scout’s success,” Kemper added.

In the end, it came down to choosing 
between “doubling down” and allocat-
ing more capital to Scout, or selling it to 
someone else.

“That was the strategic decision,” 
Kemper said. 

With the course set, the sale process 
unfolded smoothly. UMB contacted a 
number of institutional money man-
agers “that we had respect for” and let 
them bid for Scout, Kemper said, add-
ing that “there was a lot of interest.”

Under the terms of the deal, which 
is to close by the end of the year, UMB 
would sell Scout to Carillon Tower Ad-
visors. 

The price is subject to adjustment 
based on revenue and client retention. 

When the deal closes, Carillon 
should have more than $60 billion in 
assets under management.

UMB struggled with the decision to 
sell Scout Investments, said CEO Mari-
ner Kemper. “It was definitely emotion-
al for me, personally,” he said. “That’s 
probably why we took our time to think 

about it.”
“The addition of these unique in-

vestment cultures and well-recognized 
brands to our multi-boutique model is 
a natural extension of our long-term 

growth strategy,” Cooper Abbot, Car-
illon’s chairman, said in a press release.

To ensure a smooth transition, UMB 
will pay Andrew Iseman, Scout’s CEO, a 
$622,500 bonus to keep him on the job 
through the closing.

The sale should largely go unnoticed 
by UMB retail base because the over-
whelming majority of Scout’s clients 
were outside the bank, Kemper said.

“Our customer base will never know 
it happened,” Kemper said.

During a brief conference call, Kem-
per and Ram Shankar, UMB’s chief fi-
nancial officer, emphasized that Scout’s 

sale would not change UMB’s long-
standing emphasis on noninterest in-
come. 

Fee income generated by UMB’s 
health savings accounts, fund services 

and institutional banking business 
lines still generate about 44% of total 
revenue, Shankar said.

UMB could use some of the capital it 
receives from selling Scout to invest in 
its remaining fee-generating businesses. 

However, much of the new capital 
could go directly to funding loans.

“Our loan growth alone is an area 
that could sop up some of that capital 
pretty quickly,” Kemper said. “Looking 
back, we’ve had consistent, outsized 
loan growth, so we hope to continue to 
deliver on that.” - John Reosti is a re-
porter with SourceMedia  MME 

UMB 
from page 1
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As somebody who loves this place, 
I’m emotionally tied to the deal, to 
the people and the business. That’s 
probably why we took our time to 
think about it.” 

 UMB Financial CEO Mariner 

Spiraling
UMB Financial, which had been struggling to revive its Scout
Investments business, decided to sell the operation to Raymond James

Source: Company �lings
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small-cap domestic dividend ETFs with-
in a few months of each other. The funds 
have different index providers and rules, 
but each aim at the same market niche: 
higher yield and lower volatility. Here are 
the nuts and bolts of these relatively new 
dividend ETFs.

• O’Shares FTSE Russell Internation-
al Quality Dividend ETF (ONTL, ex-
pense ratio: .48%) is based on a multi-fac-
tor index that screens for company quality 
(as defined by profitability, efficiency, 
earnings quality and leverage), low volatil-
ity and higher yield. 

It draws from stocks from developed 
countries outside the United States. Com-
panies are capped at 5% of the index. 
Launched in March, ONTL has 460 hold-
ings with greatest sector concentration in 
consumer staples, health care, and indus-
trials. Biggest country holdings are in the 
U.K., Switzerland, and Japan.

• PowerShares S&P International De-
veloped High Dividend Low Volatility 
Portfolio (IDHD, expense ratio: .30%) is 
an ETF of 100 stocks that came public on 
Dec. 1, 2016. The fund is based on the S&P 
EPAC Ex-Korea Low Volatility High Divi-
dend Index, which tracks developed mar-
ket stocks in Europe and the Asia Pacific 
region, excluding Korea.

The 300 stocks from the region with 
the highest 12-month trailing yields form 
the universe from which the 100 least vol-
atile are selected for the index. Volatility is 
based on standard deviation of daily local 
price returns over the trailing 12 months. 
Largest sectors are real estate, utilities, and 
financials. Singapore, Australia, and Hong 
Kong are the top country allocations.

• O’Shares FTSE Russell Small Cap 
Quality Dividend ETF (OUSM, expense 
ratio: .48%) The small-cap domestic stock 
portfolio, launched in December, holds 
329 issues. The FTSE Russell index under-
lying this ETF uses the same FTSE factor 
screens as ONTL, but applied to smaller 
U.S. stocks. Firms are capped at 3% of the 
index. The biggest sectors are real estate, 
consumer discretionary and industrials.

• PowerShares S&P SmallCap High 

Dividend Low Volatility Portfolio 
(XSHD, expense ratio: .30%) holds 60 
stocks drawn from the S&P Small Cap 
600. The selection starts with the 90 top 
yielding stocks from the base index, with 
a limit of 10 stocks per GICS sector. They 

are ranked by volatility over the prior 252 
trading days. The 60 least volatile form the 
index XSHD tracks. Real estate, financials, 
and utilities are the largest sectors in the 
ETF, which was launched on Dec. 1, 2016.

SEVERAL DIFFERENCES
Although O’Shares and PowerShares 

have introduced similar funds seeking in-
ternational and small-cap exposure, there 
are several differences between these of-
ferings to keep in mind. 

The FTSE Russell indexes used by 
O’Shares have more factors determining 
their composition than do the S&P Dow 
Jones benchmarks used in the Power-

Shares ETFs. Despite greater restrictions, 
the FTSE Russell-based funds contain 
much larger numbers of stocks than do 
the rival SPDJI-based ETFs. 

Does that extra diversification provide 
more downside protection? Or does it in-

hibit performance by diluting the effect of 
winning positions? We’ll compare these 
two sets once they have aged a bit more.

Even though the IMF ranks South Ko-
rea as the world’s 11th largest economy, 
S&P Dow Jones Indices has excluded it 
from this developed country benchmark. 
One reason for that may be because rival 
MSCI excludes Korea from its EAFE in-
dex. Korea was an emerging market when 
MSCI added the country to its EM index in 
1992. Investors who use MSCI indexes for 
EM positions don’t want to double-count 
Korea in a competing firm’s developed 
market benchmark. - Joseph Lisanti is a 
contributing writer to SourceMedia  MME 

ETFs 
from page 1
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Despite greater restrictions, the FTSE 
Russell-based funds contain much larger 
numbers of stocks than do the rival
SPDJI-based ETFs.

Two approaches to international and 
small-cap dividend ETFs

ETF Ticker Expense 
ratio

Index  
provider

Launch 
date

Holdings

International

O’Shares FTSE Russell 
International Quality 
Dividend

ONTL 0.48% FTSE 
Russell

March 22, 
2017

460

PowerShares S&P 
International Developed 
High Dividend Low Volatility 

IDHD 0.30% S&P 
Dow 

Jones

Dec. 1, 
2016

100

Small-Cap

O’Shares FTSE Russell Small 
Cap Quality Dividend

OUSM 0.48% FTSE 
Russell

Dec. 30, 
2016

329

PowerShares S&P SmallCap 
High Dividend Low Volatility 

XSHD 0.30% S&P 
Dow 

Jones

Dec. 1, 
2016

60

Sources: Fund websites
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ratios, or high ROE, or stable income.”
It’s worth paying attention to the in-

dustry’s biggest firms. Vanguard, Black-
rock and State Street have 83% of U.S. 
ETF assets, 50% of total ETF revenue 
and own the 50 largest ETFs. according 
to Bloomberg.

Edited versions of submissions from 
ACSI Funds, Toroso Invesmtments, 
Symmetry Partners and CFRA Re-
search to Money Management Executive  
appear below.  MME 

ETF 
from page 1
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ETF industry to grow as result of DoL’s 
fiduciary rule
Mike Venuto
Chief Investment Officer
Toroso Investments

The rise of ETFs will not lead to the next 
financial crisis
Kevin Quigg
Chief Strategist
ACSI Funds

As ETFs continue to multiply in num-
bers and accumulate assets from across 
the globe, a few skeptics have emerged 
questioning the product class’ overall 
impact on the health of broader financial 
markets. Many have even gone as far as 
saying the emergence of ETFs will cause 
(or add to) the next financial crisis. How-
ever, these arguments are fundamentally 
flawed in a number of fashions. 

With the initial rollout of the DOL fidu-
ciary rule, it’s now that brokers will have to 
behave like advisers and act as a fiduciary. 
This means the end of high hidden fees. If 
the fees must be disclosed, ETFs are usual-
ly going to be the lowest cost solution. Ad-
visers will have to defend and document 
their decisions and justify fees, which is 
good for traditional beta. It’s also good 
for smart beta and ESG because they have 

For one, relative to the broader equity 
and fixed income markets, ETFs represent 
a very small portion of total assets. Sec-
ondly, critics often erroneously use the 
terms indexing and ETFs interchangeably. 
Also, many believers in the theory that 
ETFs will lead to the next financial crisis 
cite fears of ETFs removing liquidity from 
the market. However, ETFs actually add li-
quidity and even provide a “buffer” during 

clear value propositions.
Our research into the ETF industry 

can help show why advisers chooses one 
over the other. For example, BlackRock 
keeps 30% of the security lending revenue 
generated on their funds whereas State 
Street gives 100% to the fund and client. 
Vanguard votes proxies focused solely on 
company growth whereas BlackRock has 
a clear ESG voting policy.

times of market uncertainty. For example, 
high-yield bonds are fairly illiquid by na-
ture. During the credit crisis, there was 
more selling than buying of high-yield 
ETFs. Because of the exchange-traded 
nature of these products, market makers 
matched whatever buyers they could find 
with shareholder orders looking to sell. 

By doing this in the secondary market, 
the underlying bonds themselves were un-
affected until all the natural buyers were 
exhausted. Put another way, the “worst 
case” scenario for an ETF is that it de-
volves to the same place most buyers and 
sellers begin. 

In short, don’t be wary of ETFs. Their 
existence will not be the impetus behind 
the next financial crisis.  

In order for ETFs to grow in the post-
DOL world clear independent research 
will be necessary to document and justify 
the value propositions.  We believe inves-
tors need to “look under the hood” and 
embrace the transparency of ETFs. At To-
roso we utilize proprietary tools to evalu-
ate ETF ownership influence, active share 
cost and many other fundamental factors.

Additionally, the DOL rule specifically 
sites ESG as a metric that can be used to 
make investment decisions. Recently ETF.
com made ESG ratings from MSCI avail-
able for free to investors.  It is a great first 
step, but more research will be needed to 
comply with the DOL. We feel the DOL 
rule implementation is great for both indi-
vidual investors and ETF industry growth.

$3M

$2.5M

$2M

$1.5M

$1M

$500K

$0

Net assets for selected share class types and ETFs

Source: Morningstar
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Actively managed bond ETFs expected 
to gain popularity 
Todd Rosenbluth
Director of ETF and Mutual Fund Research
CFRA Research

Technology drives fee compression amid 
move to passive funds and ETFs
Tim Baker
Director of Product Strategy 
Symmetry Partners

As money moves to cheaper passive 
options like index mutual funds and 
ETFs, the underlying strategy becomes 
commoditized, particularly in traditional 
market cap weighted index vehicles. This 
is because there is only one way to mea-
sure market cap, so the investor question 
becomes, “Who can do it cheapest?” This 
causes fierce competition and the largest 
players can (and do) lower fees to scoop 

Many mutual funds have been bleed-
ing assets as institutional investors, ad-
visors and retail investors gain comfort 
with ETFs. Vanguard and iShares, the 
two largest ETF providers, pulled in com-
bined $160 billion year-to-date through 
May, with the largest flows to lower-cost 
well-diversified equity and bond ETFs. 

Newer ETF entrants Goldman Sachs 
and JP Morgan gathered $1.5 billion with 

up assets. Traditional market cap fund 
launches make less and less sense as State 
Street’s SPDRs, BlackRock’s iShares, and 
Vanguard ETFs essentially own the space.  
Tracking the S&P 500 alone, these vehicles 
hold $412 billion of assets. 

Technology has made investing in in-
dex-tracking funds, passive or smart beta/
factors (to outperform passive) cheaper.  
It is no longer necessary to spend a lot of 

their primarily smart-beta index based 
lineup. To CFRA Research, this highlights 
that while the ETF pie is growing, attract-
ing incumbent providers is a challenge.

While bond mutual fund flows have 
been more stable than equities, a Cerulli 
adviser survey shows that many plan to 
move away from mutual funds and indi-
vidual bonds. Half of the respondents say 
they plan to increase the use of bond ETFs 

money on research to find companies 
with low P/E ratios, or high ROE, or sta-
ble income. Those attributes can easily be 
screened thanks to the evolution of tech-
nology.  Related to that, traditional active 
managers (those seeking excess returns 
through stock or sector selection) have 
not delivered performance to demonstrate 
that their intellectual capital is worth pre-
mium fees.  Investors have clearly picked 
up on this and money is leaving tradi-
tional active in favor of cheaper factors or 
ultra-cheap traditional passive. This has 
meant lower fees for clients, which im-
pacts revenues and, to a lesser degree prof-
its, for asset managers. The question from 
here is who can gather the assets to replace 
those revenues with volume?

in the next three years. Only 23% and 18% 
of advisors aim to add individual bonds 
and bond mutual funds, respectively, ac-
cording to the report.

We expect actively managed bond ETFs 
to gain attention. This year, prominent 
firms TCW and Wellington Management 
partnered to sub-advise active bond ETF 
offered by First Trust and Hartford.

The products join a small but growing 
group of bond ETFs managed by experi-
enced active managers from DoubleLine, 
Fidelity, Guggenheim and Pimco. CFRA 
expects that more firms will need to enter 
the ETF market. Though it might canni-
balize their own mutual fund products, it 
is better to keep money in house than lose 
it to a competitor. 
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O
ur industry is changing more 
rapidly than ever before. Our reg-
ulators have issued several sub-
stantive rules and reforms, with 
mandatory compliance dates that 

will be upon us quickly. Cost compression 
is the new normal, requiring results that are 

more innovative, 
effective, and 
timely. Clients 
want information 
at their fingertips, 
and are demand-
ing more trans-
parency. Regula-
tions, operations, 
and client ser-
vicing all share 

a common drive towards the increased use 
of data. The component that we continue to 
hear little about, however, is the human fac-
tor. Why do people still matter?

In order to manage regulatory require-
ments successfully, it’s critical to have the 
right person or team involved in the effort 
who understands the requirements of the rule 
as well as the spirit of the rule. As an example, 
we can look at the SEC’s Liquidity Risk Man-
agement Program rule. It’s very easy to focus 
on the requirement for a 4-bucket classifica-
tion system and to look for the most “expedi-
ent” way to perform this classification — i.e., 
to have someone simply hand it to you. The 
SEC, however, has been consistently clear 
in public forums about their expectations 
around this classification. The element of dis-
cretion and demonstration of thoughtful de-
cision making around how the classification 
was determined (based on elements unique 
to the fund, the asset and size of the fund’s 
position, and the larger marketplace activity), 
would be expected in the event of an inquiry 
or question. This reminds us of the inherent 
risk in “herd mentality,” where conformity to 
the way everyone else does things can lead 
to increased risk rather than reduced risk — 
defeating the purpose of the spirit of the rule. 
Data inputs can help the decision-making 

process — but they should not replace it.  
Robo-advisors are lauded for the ability 

to provide technology-based solutions to 
end investors, and are becoming more wide-
ly used. The concept is simple — investors 
input information into their tools, algorithms 
use data to provide a sample portfolio or, in 
some cases, recommend specific invest-
ments. Behind the technology, there must 
be sound business logic and context as 
well as an understanding of the regulatory 
requirements. This business logic has to be 
developed by a person who understands the 
context and the rules. People with the right 
business and compliance expertise need to 
be engaged with the development, imple-
mentation, and ongoing support of the tech-

nology. 
In the operations world, we’re increas-

ingly hearing success stories about the use 
of robotics to streamline processes and re-
duce swivel-chair activities. Robots can help 
increase efficiency, and ultimately reduce 
costs by automating processes that previ-
ously required human intervention. This can 
invoke two, dramatically different reactions 
— excitement, or fear. The fear that humans 
will become obsolete can be quickly allayed, 
however, if we look at it from a different per-
spective. Automating simple, more repetitive 
tasks gives us the chance to focus our time 
on activities that add value to the process. 
Teams can be developed that offer new and 
expanded expertise, allowing us to become 
more knowledgeable about multiple facets of 
our business. Leveraging robotics gives us 
the foundation we need to help our continued 
growth, and that’s good for individuals as 
well as the organization.

Client servicing is also evolving, and with 
a new generation of clients, we have to de-
liver information and interact in a way that 
is meaningful to them. Mobile technology 
is expected, and is not a “nice to have” fea-
ture. Dashboards and snapshots of pertinent 
data help to inform decisions that are made 
quickly. Bullet points, e-mail , chat, and Pow-
erpointPowerPoint “decks” have replaced 
memos and lengthy letters. What does that 
mean for us? It means that we need to an-
ticipate the needs of our clients. We need not 
only to drive the technology to deliver what 
clients want, when they want it — but we 
have to be there to respond to questions and, 
most importantly, to listen and understand.  

In our data driven world, whether the in-

formation and technology is being used to 
satisfy regulatory obligations, to simplify and 
automate processes, or to provide informa-
tion to those who need it, there must be real, 
knowledgeable people behind it to provide 
context and meaning. If we use the evolution 
of regulation, technology, and servicing ex-
pectations as a catalyst to positive change, 
rather than viewing it as a heavy burden, we 
can change the dialogue and keep people 
where they need to be — because people are 
still at the heart of it all. 

Change gives us a reason to re-examine 
the way we operate, and to adapt and reinvent 
our skills and our processes. As active partic-
ipants in the evolution of our industry, we can 
turn “disruptors” into opportunities.

Lisa Shea is a Senior Vice President and 
Senior Product Manager within C&IS 
Global Product & Strategy for Northern 
Trust. 

The human touch – why people still matter  
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By Lisa Shea

“In order to manage regulatory requirements 
successfully, it’s critical to have the right person 
or team involved in the effort who understands 
the requirements of the rule.”
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 Total Total Total    Municipal  Total Developed Emerging
Date  longterm Equity Domestic Large cap Mid cap Small cap Multi cap     Other World Markets Markets

WorldDomestic
Equity

Note:  Weekly cash flows are estimates based on reporting covering 98% of industry assets.

Source: Investment Company Institute

Mutual Fund Flows
($ millions)

Estimated Weekly Net New Cash Flow

Monthly Net New Cash Flow

6/7/2017 -674 -7,912 -7,658 -3,630 -792 -899 -2,015 -322 -255 -210 -45
5/31/2017 -40 -1,522 -3,169 -1,066 -369 -338 -893 -504 1,647 1,204 444

5/24/2017 5,368 -249 -2,309 1,130 -581 -985 -990 -883 2,060 1,109 951

5/17/2017 7,003 1,319 -1,688 622 -945 -57 -1,113 -195 3,008 2,174 834

5/10/2017 10,508 4,171 1,674 1,805 -369 -87 709 -385 2,497 1,612 885

5/3/2017 1,640 -2,338 -5,393 -10,476 -527 -395 6,253 -248 3,055 2,097 957

4/30/2017 -711 -13,433 -19,718 -5,053 -4,129 -2,029 -7,171 -1,336 6,285 4,415 1,870

3/31/2017 10,773 -15,680 -14,033 -1,715 -1,040 -1,089 -7,873 -2,315 -1,647 -1,530 -117
2/28/2017 25,911 3,024 -2,944 -1,235 491 697 -2,350 -547 5,968 5,063 905

1/31/2017 10,202 -8,620 -11,108 778 -886 826 -10,571 -1,255 2,489 1,429 1,060

12/31/2016 -56,061 -33,606 -26,962 -10,891 -975 -816 -12,196 -2,085 -6,643 -5,819 -824
11/30/2016 -52,595 -28,475 -26,087 -8,244 -1,853 -291 -11,078 -4,621 -2,388 -1,241 -1,147
10/31/2016 -32,973 -38,068 -31,450 -8,576 -5,330 -2,538 -12,213 -2,793 -6,619 -6,400 -219
9/30/2016 -9,013 -22,382 -15,275 -152 -1,653 -1,086 -10,118 -2,264 -7,108 -6,201 -907
8/31/2016 -9,939 -32,418 -24,807 -5,504 -3,373 -1,726 -12,747 -1,458 -7,611 -7,383 -228
7/31/2016 -15,322 -37,875 -31,402 -11,922 -5,177 -3,381 -9,035 -1,887 -6,473 -6,281 -192
6/30/2016 -14,516 -18,967 -14,678 1,099 -4,404 -1,576 -7,777 -2,020 -4,289 -4,292 3

5/31/2016 -5,863 -17,643 -17,550 -4,178 -3,538 -1,188 -7,131 -1,516 -93 -1,284 1,191

4/30/2016 -4,673 -23,921 -19,388 -5,800 -3,334 -2,405 -7,307 -542 -4,533 -3,633 -899
3/31/2016 14,663 -9,851 -9,701 -5,468 -1,321 93 -2,667 -338 -149 1,274 -1,423
2/29/2016 8,129 8,417 -2,374 2,072 -2,878 -367 -544 -657 10,791 10,189 602

1/31/2016 -20,767 -4,966 -15,479 5,587 -5,919 -2,888 -7,306 -4,952 10,514 10,753 -239
12/31/2015 -76,124 -36,806 -25,416 -5,347 -5,169 -4,121 -8,240 -2,539 -11,390 -7,233 -4,157
11/30/2015 -30,057 -20,575 -19,537 -6,164 -3,542 -3,591 -5,978 -262 -1,038 813 -1,850
10/31/2015 -7,669 -9,877 -11,881 -7,227 -725 -1,977 -2,958 1,006 2,003 3,132 -1,129
9/30/2015 -34,455 -9,401 -14,898 -5,318 -1,007 -1,976 -3,541 -3,055 5,497 7,749 -2,251
8/31/2015 -39,250 -9,347 -17,562 -3,927 -2,773 -1,425 -6,122 -3,315 8,215 11,440 -3,225
7/31/2015 -19,131 -9,547 -27,907 -14,811 -2,613 -986 -9,431 -66 18,361 18,857 -497
6/30/2015 5,290 -2,984 -16,597 -8,620 -1,026 -771 -5,858 -322 13,613 13,218 395

5/31/2015 3,012 -3,815 -16,725 -5,933 -416 -1,912 -8,096 -368 12,911 12,565 345

4/30/2015 5,589 -1,436 -19,649 -9,967 -2,082 -735 -6,992 128 18,212 15,497 2,715

3/31/2015 14,764 5,077 -8,599 -1,372 -501 -1,013 -6,753 1,041 13,676 10,264 3,412

2/28/2015 29,530 8,951 1,759 2,356 586 -997 -3,123 2,937 7,192 5,902 1,290

01/31/2015 25,706 13,060 6,647 9,751 -1,390 -1,794 -4,227 4,306 6,412 5,425 987

SCORECARD
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