
ETF closures have hit a record.
There were 186 funds shuttered in 2018 — 83 

of them occurred within the last two weeks of 
December. This far outpaces the unprecedented 
126 funds closed in the year-ago period. Before 
2017, this number had never even hit 100.

What does this mean for the future of the ETF 
industry? Not as much as you might think.

Despite the number of closures reported by 
Morningstar, the space is still swelling. Incep-
tions of ETFs are still widely outpacing the num-
ber of funds shuttered, as they have done for well 
over a decade.

There were 326 ETFs that were launched last 

year,  according to Morningstar. That number 
marks the most fund openings in a one-year 
period ever, according data from to Cerulli 
Associates. The second was in 2015, with 271 

Firms have been bringing out funds 
based on outer space, pet care, music 
streaming and just about anything else 
you can think of in an attempt to at-
tract investors in an increasingly com-
petitive environment.

With plain-vanilla ETFs based on 
major indexes already saturating the 
market, even large issuers are now 
launching thematic products, with 
strategies that favor quirky, niche cat-
egories like self-driving cars, artificial 
intelligence or pet care. More of these 
products were launched in 2018 than in 
any other year, according to Bloomberg 
Intelligence. 

Their staying power, however, is up 
for debate, as certain narrowly focused 
products bled assets or folded. 

State Street launched the first out-
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COMMENTARY: A value proposition for the buy side?

While some financial service providers pre-
fer organic growth, the acquisition trend in the 
asset management software vendor space is 
picking up pace and widening to include asset 
servicers. As a result, the scope of their offerings 
is also broadening. 

Last summer, we saw large players such as 
SS&C acquire EZE Software, while State Street 
Global inked its deal to buy Charles River De-
velopment.   

While the goals may differ, M&A activity 
changes the competitive landscape. 

Often I am asked: How will it impact the in-
vestment managers reliant on the technology 
involved? 

STRATEGIC DRIVERS  
Global buy-side firms are striving to lower 

the cost of ownership of their investment man-
agement solutions in a continuing low-margin 

environment. 
However, they are also 

facing a complex world of 
increasing data volumes, 
regulations, reporting 
demands and multi-asset 
class complexity, which 
all put new demands on 
their operating models. 

PRODUCTS: Still best of times for ETFs?

Source: Investment Company Institute

Value of ETF shares issued 
exceeded redemptions by $8.4B for 
the week ending Dec. 26 (billions)
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Market volatility is one factor that contributed to record 
ETF closures in 2018.
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 VANGUARD LIQUIDATES $962M FUND
Vanguard has closed the Vanguard Con-

vertible Securities Fund to new investors with 
plans to liquidate in late March, according to 
the firm.

The fund, which currently has $962.5 mil-
lion in assets, is on the chopping block as the 
firm says clients can achieve similar risk-re-
turn exposures and long-term returns with a 
well-diversified portfolio. 

“We are adding new products that have in-
vestment merit and investor demand, chang-
ing advisors and mandates to improve in-
vestor outcomes, and eliminating funds that 
lack a distinct role or strong investment case,” 
said Matthew Brancato, head of Vanguard’s 
portfolio review department. He added that 
the company recently introduced two ESG 
ETFs and announced the merger of two eq-
uity funds.   

Vanguard previously liquidated the Ohio 
Tax-Exempt Money Market Fund in 2017 and 
the U.K.-domiciled Ultra- Short-Term Bond 
Fund last year.

ACTIVE TO PASSIVE SHIFT 
REACHES TIPPING POINT

Passively managed products now account 
for 48% of industry assets and will top 50% 
in 2019 if the growth persists, according to 
Bloomberg News. 

The divide escalated in November amid 
market volatility as investors pulled more 

than $50 billion from active funds, while in-
dex funds took in a similar amount, accord-
ing to estimates from Morningstar. 

“I’d expect the trend from active to pas-
sive to continue,” said Benjamin Phillips, a 
consultant with Casey Quirk. “It’s not simply 
investors grabbing the tail of the bull — it’s 
a secular shift in how advisers are building 
portfolios.”

INVESCO TO CLOSE NEARLY 20 ETFs
Invesco announced it will close and liq-

uidate 19 ETFs following a vote at the firm’s 
final board meeting of 2018. 

The funds, including a range of offerings 
from emerging markets to precious metals, 
multi-strategy and REITs, will be officially 
unavailable for trading on Feb. 20, the firm 
said. The final distribution will finalize on or 
around Feb. 27 and the last creation orders for 
the affected funds is on Feb. 12. 

SIERRA LAUNCHES NEW MUNI FUND
Sierra Mutual Funds announced it has 

launched a new actively managed muni bond 
mutual fund. 

The Sierra Tactical Municipal Fund (STM-
KX), which is available in three share classes 
(STMNX, STMEX and STMYX), is available 
to retail investors and financial advisors alike 
at a minimum investment of $10,000, the 
firm said. 

The fund seeks total return, including 
tax-exempt dividends and interest, while also 
aiming to limit downside risk. 
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12/26/2018   12/19/2018 12/12/2018 12/4/2018 11/28/2018
Equity -25,114         -27,181 -20,738 -10,008 -10,125

Domestic -13,515        -12,790 -10,696 -5,818 -6,425
World -11,600        -14,392 -10,042 -4,190 -3,700

Hybrid -8,317          -9,569 -5,493 -3,449 -3,390
Bond -12,768         -19,623 -14,573 -7,585 -6,390

Taxable -13,036        -18,487 -14,091 -6,528 -5,361
Municipal 268          -1,136 -482 -1,058 -1,029

Total -46,199        -56,373 -40,804 -21,043 -19,904

ETF estimated net issuance

Source: Investment Company Institute

($ millions)
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NEWS SCAN

FPA INTRODUCES INCOME FUND
First Pacific Advisors has launched its first 

new bond fund since 1984, the firm said. 
The FPA Flexible Fixed Income Fund (FP-

FIX), which has an expense ratio of 0.50%, 
will be managed by portfolio managers 
Thomas Atteberry and Abhijeet (Abhi) Pat-
wardhan, according to the firm. 

GLOBAL X EXPANDS 
INTERNATIONAL ETF LINEUP

Global X Funds will launch six Chi-
na-focused ETFs — five China sector funds 
and one large-cap ETF, according to the 
firm. 

The new offerings track MSCI indexes 
that consider China A, B and H shares, Red 
chips, P chips and foreign listings, according 
to Global X. 

“As the world’s most populous nation 
and second largest economy continues to 
expand, investors will need tools for ac-
cessing specific segments of its markets,” 
said Jay Jacobs, the firm’s head of research 
and strategy.

BNY MELLON ADDS TO 
ETF ORDER CAPABILITIES

BNY Mellon has expanded its ETF or-
dering capabilities to international clients 
through its newly developed electronic mes-
saging service, the firm said. 

“We are excited to advance our suite of 
order management solutions and better ser-
vice the rapidly growing ETF industry by 
offering a global standard for electronic ETF 
order placement,” said Jeff McCarthy, BNY 
Mellon’s CEO of exchange traded products. 
“Our infrastructure supports primary market 
dealing automation and [straight-through 
processing] through the ability to interact 
with both liquidity providers and third-party 
primary market dealer platforms.”

SKYBRIDGE, EJF CAPITAL LAUNCH REIT
Skybridge Capital and EJF Capital have 

jointly launched the SkyBridge-EJF Opportu-
nity Zone REIT.

The fund, a private, non-exchange-trad-
ed REIT, is available to accredited investors 
at a minimum investment of $100,000 with 
1099 tax reporting and quarterly distribu-
tions, the firm said. 

It will invest in U.S. Treasury-certified 
opportunity zones, which are low-income 
communities where recycled capital gains 
can receive favorable tax treatment, accord-
ing to SkyBridge. 

The fund is expected to be diversified by 
geography, property type and developer, and 
will focus on both new developments and re-
developed real estate projects.

ABERDEEN STANDARD 
INVESTMENTS REDUCES ETF FEE

Aberdeen Standard Investments an-
nounced it will reduce the management fee 
for the Aberdeen Standard Bloomberg All 
Commodity Strategy K-1 Free ETF (BCI) four 
basis points to 0.25%. 

GQG CUTS EMERGING MARKETS FUND FEES
GQG Partners announced management 

fee and expense ratio reductions to all share 
classes of its GQG Partners Emerging Mar-
kets Equity Fund for U.S. investors.

In addition to reducing fees to 0.90% from 
0.95%, the firm also cut annual operating ex-
penses for its institutional (GQGIX), retail 
(GQGPX) and R6 (GQGRX) share classes, 
the firm said. 

RBC GLOBAL ASSET MANAGEMENT 
EXPANDS RESPONSIBLE INVESTING UNIT

RBC Global Asset Management has 
appointed Ron Homer, portfolio manager 
and president of access capital strategies, to 
chief strategist of impact investing for the 
U.S., and Catherine Banat, institutional 
portfolio manager, to the new role of direc-
tor of responsible investing in the U.S. 

In his new role, Homer will oversee 
investor education and portfolio develop-
ment for the firm’s access capital strate-
gies division, as well as support the firm’s 
fixed-income investment teams from its 
office in Boston. 

Banat will lead the firm’s responsible in-
vesting distribution platform in the U.S.

“These new roles will align the expertise 
within our organization with the evolving 
needs of our clients and investment consul-
tants,” said Mike Lee, global head of insti-
tutional business at RBC GAM.

EAGLE ASSET MANAGEMENT NAMES 
NEW MANAGING DIRECTOR 

Eagle Asset Management’s managing 
director of fixed income, James Camp, has 
been appointed to managing director of 
strategic income, the firm said. 

In his new role at Eagle, an affiliate of 
Carillon Tower Advisers and global pro-
vider of equity and fixed-income products 
for institutional and individual investors, 
Camp will take on the added duties of head-

ing the firm’s initiative 
of expanding its line 
of specialized income 
products, according 
to the firm. Camp will 
maintain his role of 
managing director of 
fixed income, per the 
firm. 

“My team is excit-
ed for the opportuni-

ty to expand our current responsibilities 
and work to meet clients’ evolving needs,” 
Camp said. “As demographic changes in-
crease the demand for conservative income 
options, the ability to offer a suite of income 
solutions to address specific goals and ad-
just to a changing rate environment will be 
an important differentiator for Eagle.”

ADVISORS ASSET MANAGEMENT 
HIRES NEW EXECUTIVE

Advisors Asset Management has named 
Marilee Ferone, the former head of adviso-
ry solutions and consulting at UBS Global 
Wealth Management, to managing director 
and head of the firm’s strategic partnership 
group, according to the firm. 

In her new role, Ferone is responsible for 
maintenance and expansion of the firm’s 
relationships with “strategically important 
clients,” per AAM.

“I’ve spent years cultivating key relation-
ships across client segments in domestic 
and global markets, leading teams focused 
on new product development and platform 
transformation,” Ferone said. “AAM is an 
ideal next step for me as it holds tremen-
dous growth potential, and I look forward 
to telling the full AAM story to our client 
firms.” MME  

News Scan by Andrew Shilling

James Camp

ARRIVALS
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And as barriers to entry could be getting 
lower, there are still a lot of opportunities for 
new products. 

“There’s about 8,000 mutual funds out 
there,” says Daniel Prince, head of iShares 
U.S. wealth advisory product consulting. 
“We think, over time, you will see more of 
those traditional non-transparent strategies 
poured into the ETF structure because of the 
efficiencies.”

But as more ETFs become available, some 
products will be shuttered. Differentiation 
can make picking up traction more difficult, 

according to Matt Merritt, an associate ana-
lyst at Cerulli Associates.

“If you’re launching multi-factor strategic 
beta products, there’s an inherently higher 
probability of that shutting down, just be-
cause it’s more difficult to understand than 
something like an old-school index fund,” he 
says. “As products become more differentiat-
ed, the probability of failure almost has to go 

up with it.”
And ETFs will continue to close for a rea-

son that they always have — failure to gain 
enough assets over a long period of time. 

There could be a whole host of causes for 
this: competition, marketing support or even 
state of the market, according to Shapiro. 
There really is no specific trend.

The market was extremely volatile in 2018, 
and some products, such as junk bond ETFs, 
will be less desirable because of it. Credit 
Suisse shuttered the VelocityShares Daily 
Inverse VIX Short-Term ETN (XIV) in late 

February after its value plummeted amid the 
volatility. 

Between October and December, $5 bil-
lion in assets were pulled out of tech-focused 
ETFs, according to Bloomberg News.

“You also just have some products that nat-
urally close,” Shapiro says.

Products such as defined maturity ETFs 
are intended to close and distribute net as-
sets to shareholders on a specific date. The 
Invesco BulletShares 2018 Corporate Bond 
ETF (BSCI) and BulletShares 2018 High Yield 
Corporate Bond ETF (BSJI) closed — as in-
tended — at the end of December.

NO CAUSE FOR CONCERN
However, while unplanned ETF closures 

might be standard, this isn’t to say they are 
meaningless  — especially for those who own 
shares of the product. When a fund closes, it 
disrupts an investor’s timeline; they will have 
to either sell shares or wait for liquidation. 

Either option necessitates taxes. Selling 
early will likely see an increase in the bid-ask 
spread. Waiting for liquidation will mean 
absorbing costs related to the closure. Some 
asset managers pick up the tab for legal costs 
and filing fees. Others don’t. 

ETF 
from page 1

launches. 
Passive vehicles are set to match — or out-

pace — active fund market share in 2019 for 
the first time, according to Bloomberg News.  

There are now nearly 2,900 ETFs available 
to investors.

“The barriers to launching ETFs just aren’t 
that high,” says Daniil Shapiro, associate di-
rector of product development at Cerulli As-
sociates. With current regulatory proposals, it 
might become even easier, he adds.

OPPORTUNITIES FOR NEW PRODUCTS
Last year, the SEC proposed a new rule 

under the Investment Company Act of 1940 
that will lower barriers of entry to the market 
for ETFs.

The rule will allow most ETFs to operate 
without requiring exemptive orders, which 
will save time and increase competition in 
the space.

Many fund companies such as BNY Mel-
lon, BlackRock and Virtu Financial are en-
thusiastic about the proposal, according to 
SEC proposal comments.

“[This rule] will] lead to significant cost 
savings for issuers and dramatically reduce 
the time frame for product launch,” Douglas 
Yones, Head of ETFs at the New York Stock 
Exchange, said in a comment regarding  the 
SEC proposal aimed at ETFs organized as 
open-end funds.

“The pickup in closures we’ve seen over 
the past couple years for ETFs is actually a 
healthy development.”  

Rich Powers, head of ETF product management, Vanguard

ETF 
from page 6

But overall, the number of closures is no 
cause for concern in the industry, and it’s not 
upsetting asset managers.

“I think the pickup in closures we’ve seen 
over the past couple years for ETFs is actual-
ly a healthy development,” says Rich Powers, 
head of ETF product management at Van-
guard. “It’s a recognition by sponsors that 
products that they brought to market didn’t 
resonate with a broad universe of investors.”

One thing is certain: As more funds open 
and close, the landscape of the ETF industry 
is shifting, too.

BENEFITING FROM ALTERNATIVES?
ETFs originated as products that would 

mirror broad market indexes, rather than try 
to beat them. Passive products stem from the 
reality that outperforming the S&P 500 can 
be an uphill battle. Less than 24% of funds 
have managed to beat the market in a five-
year period, according to the latest SPIVA 
scorecard report.

Since the first ETF was launched in the 
early 1990s, there have been at least 1,100 
ETFs that track an index launched into the 
market, according to Cerulli Associates.

ETFs started simple, and their strategy 
was straightforward. No longer.

Asset managers are turning to new alter-
natives: non-index and strategic beta ETFs. 
Both products carry an opportunity for dif-
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up with it.”
And ETFs will continue to close for a rea-

son that they always have — failure to gain 
enough assets over a long period of time. 

There could be a whole host of causes for 
this: competition, marketing support or even 
state of the market, according to Shapiro. 
There really is no specific trend.

The market was extremely volatile in 2018, 
and some products, such as junk bond ETFs, 
will be less desirable because of it. Credit 
Suisse shuttered the VelocityShares Daily 
Inverse VIX Short-Term ETN (XIV) in late 

February after its value plummeted amid the 
volatility. 

Between October and December, $5 bil-
lion in assets were pulled out of tech-focused 
ETFs, according to Bloomberg News.

“You also just have some products that nat-
urally close,” Shapiro says.

Products such as defined maturity ETFs 
are intended to close and distribute net as-
sets to shareholders on a specific date. The 
Invesco BulletShares 2018 Corporate Bond 
ETF (BSCI) and BulletShares 2018 High Yield 
Corporate Bond ETF (BSJI) closed — as in-
tended — at the end of December.

NO CAUSE FOR CONCERN
However, while unplanned ETF closures 

might be standard, this isn’t to say they are 
meaningless  — especially for those who own 
shares of the product. When a fund closes, it 
disrupts an investor’s timeline; they will have 
to either sell shares or wait for liquidation. 

Either option necessitates taxes. Selling 
early will likely see an increase in the bid-ask 
spread. Waiting for liquidation will mean 
absorbing costs related to the closure. Some 
asset managers pick up the tab for legal costs 
and filing fees. Others don’t. 

“The pickup in closures we’ve seen over 
the past couple years for ETFs is actually a 
healthy development.”  

Rich Powers, head of ETF product management, Vanguard

ferentiation, as well as a higher price tag, ac-
cording to Shapiro and Merritt.

Non-index ETFs are essentially actively 
managed products. They are not tied to an 

index, and they have portfolio managers who 
are actively seeking alpha, according to Mer-
ritt. However, they still offer the benefits of an 
ETF.

“The ETF is bringing transparency and low 
cost and tax efficiency to traditionally actively 
managed strategies,” Prince says.

Others are skeptical.
“We’ll see if that actually sticks,” Powers 

says.
Strategic beta ETFs maintain a passive 

strategy and track an index, but they tilt to-
ward certain factors, or follow a set of rules, 
seeking to enhance returns or minimize risk 
relative to a traditional benchmark. As active 
managers often emphasize the same factors, 
the funds can offer a lower-cost alternative to 
related mutual funds.

Still, there is often misunderstanding 
between asset manager and advisor re-
garding these products. Issuers often po-
sition strategic beta ETFs differently than 
how advisors use them, according to Sha-

ETF 
from page 6

But overall, the number of closures is no 
cause for concern in the industry, and it’s not 
upsetting asset managers.

“I think the pickup in closures we’ve seen 
over the past couple years for ETFs is actual-
ly a healthy development,” says Rich Powers, 
head of ETF product management at Van-
guard. “It’s a recognition by sponsors that 
products that they brought to market didn’t 
resonate with a broad universe of investors.”

One thing is certain: As more funds open 
and close, the landscape of the ETF industry 
is shifting, too.

BENEFITING FROM ALTERNATIVES?
ETFs originated as products that would 

mirror broad market indexes, rather than try 
to beat them. Passive products stem from the 
reality that outperforming the S&P 500 can 
be an uphill battle. Less than 24% of funds 
have managed to beat the market in a five-
year period, according to the latest SPIVA 
scorecard report.

Since the first ETF was launched in the 
early 1990s, there have been at least 1,100 
ETFs that track an index launched into the 
market, according to Cerulli Associates.

ETFs started simple, and their strategy 
was straightforward. No longer.

Asset managers are turning to new alter-
natives: non-index and strategic beta ETFs. 
Both products carry an opportunity for dif-
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“The ETF is bringing transparency and low 
cost and tax efficiency to traditionally active-
ly managed strategies.” 

Daniel Prince, head of iShares U.S. wealth advisory 
product consulting, BlackRock
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piro and Merritt.  
Issuers often focus on factor exposures, 

suggesting they will deliver alpha, while 
advisors harness them for downside risk 
protection and reducing portfolio volatil-
ity, Shapiro and Merritt say. 

As much as 61% of advisors state that 
they aren’t using strategic beta at all —  
they are either unfamiliar with the strat-
egies or cannot determine that the prod-
ucts will produce alpha or outperform 
active management, according to Cerulli 
Associates.

Despite this level of misunderstanding 
about the products, smart beta is getting 
popular. There were 845 strategic beta 
funds in 2017, according to Morningstar, 
representing 13% of passively managed 
fund assets — and they’re growing faster 
than the average passive fund.

“Our data shows we’re going to see more 
launches of strategic beta and active prod-
ucts,” Shapiro says. “And as advisors get 
more and more comfortable with them, they 
are going to use more and more of them.” 

Part of the attraction has to do with 
cost. While they may bear similarities to 
mutual fund counterparts, these ETFs cer-
tainly don’t carry the same price tag. 

In 2017, the asset-weighted average fee 
for U.S. equity strategic beta funds was 
0.18%, well below that of active fund com-

petitors (0.73%), according to Morningstar.

WHAT’S DRIVING DOWN FEES?
Fees are lower than ever, and in some cas-

es, non-existent. The growth of ETFs has ne-
cessitated a pinch on price tags.

A traditional cap-weighted passive fund 
now has an average fee of 0.09%, according 
to Morningstar — an average that has been 
plummeting for nearly a decade.

The asset-weighted average expense ratio 
fell by 8% year-over-year in 2017 — the largest 

annual drop in cost for investors since Morn-
ingstar’s annual fund fee study began in 2000.

“We estimate that investors saved rough-
ly $4 billion in fund expenses [in 2017],” the 
study said. The decline in fees was driven by 
$949 billion in assets that were invested into 
the cheapest of funds. 

Now, 83% of all assets invested in mutual 
funds and ETFs are directed at products in 

the bottom 40% of cost, the study said. 
The competition has placed pressure on 

both active and passive funds alike, accord-
ing to the study. 

Asset managers are slashing prices. Lead-
ing the charge is Fidelity, which lowered 
its average fee by 10% in 2017, according to 
Morningstar. 

The asset manager launched over 80 low-
er-cost share classes in two years.

Vanguard, which continues to offer 
the lowest fees on average, dropped its as-

set-weighted average fee by a cumulative 25% 
in the past three years, according to the study.

And more asset managers are grabbing 
their own slice of market share.

NEW SOURCES
“When you look at the record number of 

openings of ETFs, it’s noteworthy [they] are 
coming from a lot of different firms that did 
not offer ETFs and traditionally had active 
mutual funds,” Prince says. 

In January of last year, American Century 
debuted its first two ETFs, American Centu-
ry STOXX U.S. Quality Value ETF (VALQ) 
and American Century Diversified Corpo-
rate Bond ETF (KORP). PGIM Investments, 
owned by Prudential Financial, launched 
its first ETF, PGIM Ultra Short Bond ETF 
(PULS) in April. 

There are a lot of firms, and a lot of 
funds, competing in the ETF space, and it 
doesn’t look like this will be shrinking in 
the near future. 

As more ETFs close, even more are 
opening. Investors are demanding more.  
“We don’t think that the key drivers of try-
ing to more finely tune [a] portfolio are go-
ing away soon,” Prince says.  MME

ETF 
from page 7

“Our data shows we’re going to see more 
launches of strategic beta and active  
products.” 

Daniil Shapiro, associate director of product development, 
Cerulli Associates
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er space and deep sea exploration-related 
ETF in October. ProShares Advisors created 
a fund tracking companies that earn at least 
half their revenue from pet-related businesses, 
using the ticker PAWZ. 

Goldman Sachs is planning a number of 
thematic funds, including some focused on 
a manufacturing revolution and data-driven 
world, according to regulatory filings.  

Thematic funds sometimes struggle once 
they come to market. 

An ETF tracking the spirits industry, Spir-
ited Funds/ETFMG Whiskey & Spirits ETF 
(WSKY), liquidated in June after two years on 
the market. The Toronto-based Evolve Block-
chain ETF is languishing with only $727,000 
in assets.

EASY COME, EASY GO
“Sometimes as quickly as the money 

comes into those products, it leaves as quickly 
when the theme runs its time or is no longer 
relevant,” said Steve Dunn, head of ETFs at 
Aberdeen Standard Investments. “Testing 
that lightning-in-a-bottle — that’s a hard 
proposition.” 

The funds charge much higher fees than 
those offering simple broad market exposure. 
The average cost for a thematic ETF is about 
$5.80 for every $1,000 invested, according to 
Bloomberg Intelligence, compared with $4.70 

for all ETFs. 
The largest fund, the SPDR S&P 500 ETF 

Trust (SPY), charges 95 cents for every $1,000 
invested. 

Assets in thematic ETFs total $19 billion, 
according to Bloomberg Intelligence, out of 
almost $5 trillion for the funds globally.

Marijuana ETFs were another thematic 
category that drew attention in 2018. Only 
one exists in the U.S. — ETFMG Alternative 
Harvest ETF (MJ) — and it’s attracted $600 
million in assets this year after converting its 
focus from tracking Latin American real es-

tate on Dec. 26, 2017. 
But the fund’s price is off  around 41% 

from its September high.
At least one ETF is betting on star power 

to sell funds. Music legend Quincy Jones li-
censed his name to a fund focused on music 
streaming, but the Quincy Jones Streaming 
Music, Media and Entertainment ETF is still 
waiting for approval.

 If the fund ever launches it could move 

ETF marketing in a whole new direction, said 
Eric Balchunas, an ETF analyst at Bloomberg 
Intelligence. “It could set the precedent for 
celebrities, brand names, proper nouns,” Bal-
chunas said. “It could look a bit like the retail 
industry where celebrities endorse products.”

Issuers are increasingly looking for new 
ways to put out trendy products, even if the 
funds are derivatives of something that al-
ready exists, said Mike Cronan, president of 
marketing services at Exchange Traded Con-
cepts, an ETF advisory firm that helps com-
panies launch custom funds.

“A lot of thematic ETFs tend to be co-
py-cat a little bit,” he said. “Who’s doing well? 
What’s come out? Maybe a little derivative of 
it. So we hear a lot about different tech themes, 
AI, quantum computing, cloud computing.”

These trends are likely to continue in 2019, 
Balchunas said, with even some smaller issu-
ers debuting out-of-the ordinary funds. Defi-
ance ETFs  filed a prospectus for robotics and 
cloud computing funds, among others.

A fund that tracks the lowest-paid chief 
executive officers is getting some buzz, Bal-
chunas said. It’s loosely based on the Glob-
al X Founder-Run Companies ETF (BOSS), 
which tracks the performance of founder-run 
companies. 

Or, if Congress manages to pass an infra-
structure spending bill, an issuer might put 
together a product based on that.

“It’s a theme and it crosses a few sectors —
industrials, energy,” Balchunas said. “That 
could do well.”  

Dunn agreed that fund firms will keep 
bringing out thematic ETFs in the search for 
the next big hit. The challenge will be keeping 
them relevant and exciting. “You’ll also see a 
lot more of them launched and a lot more of 
them closed because of timing or for whatever 
reasons that theme didn’t resonate,” he said.   
— Bloomberg News  MME

COMMENTARY

This situation has spurred a growing 
demand for integrated front-to-back offer-
ings, increasingly recognized to be the only 
solutions able to meet all these demands in 
a cost-efficient manner.

SUPPORTING COMPLEX OPERATIONS
Large global investment managers ex-

pect their solution providers to support an 
increasingly complex and multi-asset port-
folio lifecycle, with automated workflows, 
integration and full data transparency 
across the front, middle and back office. 

Moreover, they also expect these solu-
tions to be operationally efficient, regularly 
upgraded with state-of-the-art function-
ality and flexible enough to accommodate 
changes in customer preferences, new reg-
ulations, etc.

In a recent interview, Spencer Mindlin, 
Capital Markets Industry Analyst at Aite 
Group, said: “Vendors realize that clients 
are looking to reduce their IT costs and 
risks. 

Clients are now drawn to global, 
multi-asset, front-to-back solutions with 
lower total cost of ownership.”

As a result of this growing demand from 
existing and potential clients, some invest-
ment management software vendors and 
asset servicers are looking to stay compet-
itive by filling technology gaps in their ex-
isting offerings.

 This can be done in two ways: By in-
novating and developing your own soft-
ware and services, or by strategic acquisi-
tions of gap-filling technology from other 
companies.

On the back of the recent acquisitions, the 
latter looks to be the most popular way to go, 
and we should expect other software vendors 
and asset servicers pursuing the same strat-
egy in their attempt to achieve full front-to-
back offerings over the coming years. 

MANY CHALLENGES
However, a number of challenges come 

with filling functionality gaps through ac-
quisitions, e.g. the challenge of integrating 
an acquired product into your existing of-
fering, often already being a mix of many 

BUY SIDE 
from page 1

PRODUCTS

“Sometimes as quickly as the money  comes into those 
products, it leaves as quickly when the theme runs its 
time or is no longer relevant.” 

Steve Dunn, head of ETFs, Aberdeen Standard Investments
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ETF marketing in a whole new direction, said 
Eric Balchunas, an ETF analyst at Bloomberg 
Intelligence. “It could set the precedent for 
celebrities, brand names, proper nouns,” Bal-
chunas said. “It could look a bit like the retail 
industry where celebrities endorse products.”

Issuers are increasingly looking for new 
ways to put out trendy products, even if the 
funds are derivatives of something that al-
ready exists, said Mike Cronan, president of 
marketing services at Exchange Traded Con-
cepts, an ETF advisory firm that helps com-
panies launch custom funds.

“A lot of thematic ETFs tend to be co-
py-cat a little bit,” he said. “Who’s doing well? 
What’s come out? Maybe a little derivative of 
it. So we hear a lot about different tech themes, 
AI, quantum computing, cloud computing.”

These trends are likely to continue in 2019, 
Balchunas said, with even some smaller issu-
ers debuting out-of-the ordinary funds. Defi-
ance ETFs  filed a prospectus for robotics and 
cloud computing funds, among others.

A fund that tracks the lowest-paid chief 
executive officers is getting some buzz, Bal-
chunas said. It’s loosely based on the Glob-
al X Founder-Run Companies ETF (BOSS), 
which tracks the performance of founder-run 
companies. 

Or, if Congress manages to pass an infra-
structure spending bill, an issuer might put 
together a product based on that.

“It’s a theme and it crosses a few sectors —
industrials, energy,” Balchunas said. “That 
could do well.”  

Dunn agreed that fund firms will keep 
bringing out thematic ETFs in the search for 
the next big hit. The challenge will be keeping 
them relevant and exciting. “You’ll also see a 
lot more of them launched and a lot more of 
them closed because of timing or for whatever 
reasons that theme didn’t resonate,” he said.   
— Bloomberg News  MME

COMMENTARY

This situation has spurred a growing 
demand for integrated front-to-back offer-
ings, increasingly recognized to be the only 
solutions able to meet all these demands in 
a cost-efficient manner.

SUPPORTING COMPLEX OPERATIONS
Large global investment managers ex-

pect their solution providers to support an 
increasingly complex and multi-asset port-
folio lifecycle, with automated workflows, 
integration and full data transparency 
across the front, middle and back office. 

Moreover, they also expect these solu-
tions to be operationally efficient, regularly 
upgraded with state-of-the-art function-
ality and flexible enough to accommodate 
changes in customer preferences, new reg-
ulations, etc.

In a recent interview, Spencer Mindlin, 
Capital Markets Industry Analyst at Aite 
Group, said: “Vendors realize that clients 
are looking to reduce their IT costs and 
risks. 

Clients are now drawn to global, 
multi-asset, front-to-back solutions with 
lower total cost of ownership.”

As a result of this growing demand from 
existing and potential clients, some invest-
ment management software vendors and 
asset servicers are looking to stay compet-
itive by filling technology gaps in their ex-
isting offerings.

 This can be done in two ways: By in-
novating and developing your own soft-
ware and services, or by strategic acquisi-
tions of gap-filling technology from other 
companies.

On the back of the recent acquisitions, the 
latter looks to be the most popular way to go, 
and we should expect other software vendors 
and asset servicers pursuing the same strat-
egy in their attempt to achieve full front-to-
back offerings over the coming years. 

MANY CHALLENGES
However, a number of challenges come 

with filling functionality gaps through ac-
quisitions, e.g. the challenge of integrating 
an acquired product into your existing of-
fering, often already being a mix of many 

solutions. 
Integration can be time-consuming, de-

laying the time to market, and increasing 
risk due to data reconciliation between new 
and existing systems — all to the detriment 
of the buy-side clients relying on the offer-
ing acquired. 

As most recent acquisitions have been 
front-office-related, the data issue is espe-
cially important here, as reliable, real-time 
data is the foundation of a successful front 
office. 

COMMERCIAL DRIVERS 
Some financial services providers are 

driven by more short-term tactical finan-
cial goals in order to support their growth. 
Some of these firms look for smaller play-
ers that have neglected to invest in their 
product, causing the company value to 
decrease. 

The more viable players in the market 

will take this opportunity to acquire a 
company at a cost, which can easily be re-
covered by the cutbacks achieved through 
synergies and scale in the consolidated en-
tity.  

What often happens is that the compa-
nies acquired are seen as cash cows, and 
therefore they lose their independence once 
they are bought. 

This then affects the people, Intellectual 
Property, existing clients, etc. 

To realize ROI quickly, shared services 
are mostly stripped out of the acquired 
business immediately. 

ROSTER OF SOLUTIONS
The new product is added to the roster of 

solutions that the existing salespeople are 
required to sell, resulting in a correspond-

ing reduction of sales staff in the acquired 
business line and an overall less-informed 
sales team.

Further along down the road, as the 
acquired product sits within a stable of 
competing solutions, it will be rivaling for 
attention from management and product 
developers. 

As a result, the product risks losing out 
to the high-performing offerings already 
owned by the company. 

WORST-CASE SCENARIO
Worst case, existing clients will suffer the 

consequences of a product sentenced to be 
retired sooner rather than later. 

In a recent interview with Markets Me-
dia, Mindlin added: “While there are op-
portunities to deliver gains to clients from 
integration and synergies, there is also the 
risk for clients to experience negative ef-
fects.”  

LOOKING AHEAD
Common to the concern about the 

end-user impact of acquisitions expressed 
by many across the industry is the realiza-
tion that there is  a big difference between 
developing a single system covering the all 
of the front-to-back investment manage-
ment operations and using acquisitions to 
build a system that is composed of multiple 
applications covering a front-to-back scope. 

And even if the intention really is to in-
tegrate it into one front-to-back system, this 
will be a paramount investment. 

And this is an investment that is likely to 
prevent any vendor from developing other 
new functionality in the meantime  MME

Klaus Holse is the CEO of SimCorp, an in-
vestment management solutions provider.

Large global investment managers expect 
their solution providers to support an increas-
ingly complex and multi-asset portfolio life-
cycle, with automated workflows, integration, 
and full data transparency across the front, 
middle and back office.
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“Sometimes as quickly as the money  comes into those 
products, it leaves as quickly when the theme runs its 
time or is no longer relevant.” 

Steve Dunn, head of ETFs, Aberdeen Standard Investments
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As more clients make investments based 
on their personal values, there’s a growing 
interest in funds relating to gender equality.  

In the public market, assets put into these 
products grew from $100 million to $2.4 bil-
lion in the past four years, according to a 2018 
study by Veris Wealth Partners. The number 
of gender-focused investment vehicles identi-
fied by the firm has grown from eight to 35.

“This upcoming generation that’s inher-
iting somewhere between 30 or 40 trillion 
over the next decade really is looking to have 
choice in respect to their values and where 
they are putting their money,” says Alex 
Meek, co-founder of Newday, a values invest-
ing startup in San Francisco offering gender 
equality portfolios to investors.

But do these gender-focused products do 
what they promise, and do they perform? 
There’s a way to measure that now.

Recently corporate responsibility founda-
tion As You Sow launched its fifth values in-
vesting tool — Gender Equality Funds. Using 
data from Morningstar and Equileap, a non-
profit organization that provides gender data 
and insights on corporations, the tool ranks 
mutual funds and ETFs on 12 indicators that 
highlight the number of women in leadership, 

as well as company policies that enable wom-
en to succeed. The guidelines are inspired by 
the United Nation’s women’s empowerment 
principles, according to Diana van Maasdijk, 
CEO of Equileap, the nonprofit that provides 
the data used to rank the products.

But what the tool has revealed is that none 
of the products available on the market are 
getting high scores. 

“The best fund ever, in all of our whole 
system gets a 68 [out of 100],” says Andrew 
Behar, CEO of As You Sow. “We still have a 
long way to go.”

The reason for the low scores has to do 
with how some of these products measure 
gender equality, says van Maasdijk.“Just add-
ing women to the board is not enough when 
it comes to creating a culture of justice and 
equality within a company. It’s a very good 

first step, but it’s not enough.” 
Additionally, not all 4,000 public compa-

nies on the system provide the gender data 
they need to do the rankings, according to 
Behar. Bigger companies have better scores 
initially, because they have the resources to 
find the information and fill out the surveys. 
However, Behar expects the number of com-
panies that fill out information to grow. At 

least, that’s how the other tools evolved. 
Gender Equality Funds is the fifth, and 

newest, investment tool from As You Sow. 
The first was a fossil-free investment tool 
launched at the end of 2015 that gives funds 
badges, based on whether a fund included fos-
sil fuel sectors in its offering. Since its release, 
over a dozen fund managers have reached out 
to him, asking how they can improve their 
score. Sure enough, by the next month, their 
score improved. The number of socially re-
sponsible “five badgers” (the top score) went 
from 12 at launch to 62 by November 2018.

“I’m hoping that a lot of companies will re-
alize they need to be transparent and disclose 
their gender metrics,” van Maasdijk says. 
Along with investing in personal values, ESG 
investing will be more profitable in the long 
run, according to Newday co-founder Meek.

“In terms of overall risk mitigation of how 
you’re investing — it’s just the smartest way to 
invest,” he says. His company plans to release 
its own funds to asset managers and home of-
fices within the next two years. 

And for those clients who want to use 
their money to make a profit, and a differ-
ence, there is an opportunity for building 
stronger relationships, according to Behar.If 
an advisor can place assets toward a client’s 
passion, Behar says, “that person is going to 
think you’re a hero.”  MME
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Typically charged with an array of 
critical post-trade functions in-
cluding position keeping, deriv-

atives monitoring and more, increased 
demand for sophisticated investment 
strategies has made the middle office more 
vulnerable to fragmentation. By outsourc-
ing these services to a specialist third par-
ty, buy side managers can relieve pressure 
on the middle office while also gaining ac-
cess to a range of invaluable services such 
as custody, fund administration, oversight 
and safekeeping.

GREATER TRANSPARENCY
As in past years, outsourced demand 

has been fueled by factors like front-office 
synchronization, streamlined data pro-
cessing, and, more recently, the need for 
advanced cybersecurity protections. With 
investment products growing in complex-
ity and spanning a wider range of markets 
and asset classes, more than ever manag-
ers require greater transparency around 
asset valuation, process monitoring and 
other areas in order to satisfy both regula-
tors and clients. Key to this effort is prop-
er integration of the middle office with 
front- and back-office systems, using au-
tomation to create a more effective system 
of data gathering across multiple sources, 
thereby reducing the likelihood of siloed 
activity.

While funds with deeper pockets could 
conceivably acquire the tools necessary to 
achieve enhanced inter-operability, de-
mands on personnel, along with the push 
towards fully independent accounting, re-
porting and risk-management protocols, 
makes seeking a qualified third-party 
an increasingly attractive option for tra-
ditional and alternative managers alike. 
Rather than devote copious amounts of 
investment capital to ensure data is effec-
tively managed and kept secure, even Tier 
1 managers are now considering handing 
off to a provider who is better equipped at 
handling these tasks.

 Indeed, enhancing the middle office 
not only means having the right tools for 
the job, but also ensuring solutions are 

properly integrated 
with a firm’s existing 
technologies, and are 
flexible enough to 
meet the needs of a 
perpetually changing 
marketplace.

Along with cur-
rent mandates such as 
Dodd Frank, Form PF 
and FATCA, the issuance of newer reg-
ulatory rules has been front-and-center 
among firms seeking outsourced assis-
tance. These include the recent transition 
to a two-day settlement cycle under T+2 
in the US, as well as the ongoing phase-in 
of regulations around variation and ini-
tial margining of non-cleared derivatives 
products (the latter impacting in partic-
ular smaller buy side firms with minimal 
derivatives exposures that nonetheless 
must get up to speed in terms of regula-
tory compliance). Providers can help fund 
managers reduce their workload through 
solutions that can facilitate management 
oversight, thereby allowing companies 
to know where their exposures are and 
whether the data they’re reporting is ac-
curate.

CYBERSECURITY TO THE FORE
In the effort to build a faster and more 

efficient marketplace, the securities indus-
try has in many ways made itself increas-
ingly vulnerable to rogue cyber activity. 
While large-scale fund companies have 
yet to be directly impacted, the growing 
interconnectedness of the exchanges, 
clearinghouses, broker-dealers and asset 
managers is such that even minute break-
downs resulting from a hack attack could 
lead to major problems, potentially put-
ting investors in harm’s way.

Not surprisingly, the Securities and 
Exchange Commission (SEC) and oth-
er oversight agencies have underscored 
the need for market participants—asset 
managers included—to seek strategies for 
countering these risks as a precautionary 
measure. Accordingly, utilizing a provid-
er’s fully secure, streamlined systems can 

bring real peace of mind to management 
teams.

Today asset managers must be able to 
analyze and organize vast amounts of in-
ternal and external information in order 
to fully achieve control of their data. Lack 
of integration between front, middle and 
back offices, however, can hamper this 
effort, making breakdowns more likely. 
Data that requires constant recalculating 
due to insufficient or outdated technolo-
gies only worsens the problem, leading to 
potential redundancies that in turn sap 
funds of precious energy. 

It would be one thing if the average 
middle office had the wherewithal to keep 
pace with the constantly changing invest-
ment and regulatory environment. How-
ever, today many operations still rely on 
yesterday’s solutions, including outdated 
Excel spreadsheets and other manual pro-
cesses. As fund information grows in com-
plexity, maintaining inadequate or outdat-
ed systems only increases the chances for 
data siloes and other transmission errors.

While a global enterprise with more ju-
risdictions to monitor would appear to be 
the best candidate for middle-office out-
sourcing, in reality companies of all sizes 
can benefit from having an expert in the 
field, one that allows the fund to devote 
fully to their core competencies. Without 
having years of legacy systems to unwind, 
for instance, boutique and other micro 
fund managers may be able to get up and 
running with an outsourced solution that 
much faster.

Looking ahead, managers face steadily 
increasing regulatory and compliance costs, 
not to mention a challenging distribution 
landscape. Thus, for firms with only limit-
ed in-house resources, the ability to access 
a more efficient, secure and technologically 
advanced middle-office architecture on an 
outsourced basis will continue to win con-
verts within the fund industry, particularly 
as concerns around beta and cybersecurity 
become more front-of-mind.

George Martinez is a Director and Glob-
al Relationship Manager at BNP Paribas.

George Martinez

The Strategic Shift to Middle-Office
Outsourcing
By George Martinez
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first step, but it’s not enough.” 
Additionally, not all 4,000 public compa-

nies on the system provide the gender data 
they need to do the rankings, according to 
Behar. Bigger companies have better scores 
initially, because they have the resources to 
find the information and fill out the surveys. 
However, Behar expects the number of com-
panies that fill out information to grow. At 

least, that’s how the other tools evolved. 
Gender Equality Funds is the fifth, and 

newest, investment tool from As You Sow. 
The first was a fossil-free investment tool 
launched at the end of 2015 that gives funds 
badges, based on whether a fund included fos-
sil fuel sectors in its offering. Since its release, 
over a dozen fund managers have reached out 
to him, asking how they can improve their 
score. Sure enough, by the next month, their 
score improved. The number of socially re-
sponsible “five badgers” (the top score) went 
from 12 at launch to 62 by November 2018.

“I’m hoping that a lot of companies will re-
alize they need to be transparent and disclose 
their gender metrics,” van Maasdijk says. 
Along with investing in personal values, ESG 
investing will be more profitable in the long 
run, according to Newday co-founder Meek.

“In terms of overall risk mitigation of how 
you’re investing — it’s just the smartest way to 
invest,” he says. His company plans to release 
its own funds to asset managers and home of-
fices within the next two years. 

And for those clients who want to use 
their money to make a profit, and a differ-
ence, there is an opportunity for building 
stronger relationships, according to Behar.If 
an advisor can place assets toward a client’s 
passion, Behar says, “that person is going to 
think you’re a hero.”  MME
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Typically charged with an array of 
critical post-trade functions in-
cluding position keeping, deriv-

atives monitoring and more, increased 
demand for sophisticated investment 
strategies has made the middle office more 
vulnerable to fragmentation. By outsourc-
ing these services to a specialist third par-
ty, buy side managers can relieve pressure 
on the middle office while also gaining ac-
cess to a range of invaluable services such 
as custody, fund administration, oversight 
and safekeeping.

GREATER TRANSPARENCY
As in past years, outsourced demand 

has been fueled by factors like front-office 
synchronization, streamlined data pro-
cessing, and, more recently, the need for 
advanced cybersecurity protections. With 
investment products growing in complex-
ity and spanning a wider range of markets 
and asset classes, more than ever manag-
ers require greater transparency around 
asset valuation, process monitoring and 
other areas in order to satisfy both regula-
tors and clients. Key to this effort is prop-
er integration of the middle office with 
front- and back-office systems, using au-
tomation to create a more effective system 
of data gathering across multiple sources, 
thereby reducing the likelihood of siloed 
activity.

While funds with deeper pockets could 
conceivably acquire the tools necessary to 
achieve enhanced inter-operability, de-
mands on personnel, along with the push 
towards fully independent accounting, re-
porting and risk-management protocols, 
makes seeking a qualified third-party 
an increasingly attractive option for tra-
ditional and alternative managers alike. 
Rather than devote copious amounts of 
investment capital to ensure data is effec-
tively managed and kept secure, even Tier 
1 managers are now considering handing 
off to a provider who is better equipped at 
handling these tasks.

 Indeed, enhancing the middle office 
not only means having the right tools for 
the job, but also ensuring solutions are 

properly integrated 
with a firm’s existing 
technologies, and are 
flexible enough to 
meet the needs of a 
perpetually changing 
marketplace.

Along with cur-
rent mandates such as 
Dodd Frank, Form PF 
and FATCA, the issuance of newer reg-
ulatory rules has been front-and-center 
among firms seeking outsourced assis-
tance. These include the recent transition 
to a two-day settlement cycle under T+2 
in the US, as well as the ongoing phase-in 
of regulations around variation and ini-
tial margining of non-cleared derivatives 
products (the latter impacting in partic-
ular smaller buy side firms with minimal 
derivatives exposures that nonetheless 
must get up to speed in terms of regula-
tory compliance). Providers can help fund 
managers reduce their workload through 
solutions that can facilitate management 
oversight, thereby allowing companies 
to know where their exposures are and 
whether the data they’re reporting is ac-
curate.

CYBERSECURITY TO THE FORE
In the effort to build a faster and more 

efficient marketplace, the securities indus-
try has in many ways made itself increas-
ingly vulnerable to rogue cyber activity. 
While large-scale fund companies have 
yet to be directly impacted, the growing 
interconnectedness of the exchanges, 
clearinghouses, broker-dealers and asset 
managers is such that even minute break-
downs resulting from a hack attack could 
lead to major problems, potentially put-
ting investors in harm’s way.

Not surprisingly, the Securities and 
Exchange Commission (SEC) and oth-
er oversight agencies have underscored 
the need for market participants—asset 
managers included—to seek strategies for 
countering these risks as a precautionary 
measure. Accordingly, utilizing a provid-
er’s fully secure, streamlined systems can 

bring real peace of mind to management 
teams.

Today asset managers must be able to 
analyze and organize vast amounts of in-
ternal and external information in order 
to fully achieve control of their data. Lack 
of integration between front, middle and 
back offices, however, can hamper this 
effort, making breakdowns more likely. 
Data that requires constant recalculating 
due to insufficient or outdated technolo-
gies only worsens the problem, leading to 
potential redundancies that in turn sap 
funds of precious energy. 

It would be one thing if the average 
middle office had the wherewithal to keep 
pace with the constantly changing invest-
ment and regulatory environment. How-
ever, today many operations still rely on 
yesterday’s solutions, including outdated 
Excel spreadsheets and other manual pro-
cesses. As fund information grows in com-
plexity, maintaining inadequate or outdat-
ed systems only increases the chances for 
data siloes and other transmission errors.

While a global enterprise with more ju-
risdictions to monitor would appear to be 
the best candidate for middle-office out-
sourcing, in reality companies of all sizes 
can benefit from having an expert in the 
field, one that allows the fund to devote 
fully to their core competencies. Without 
having years of legacy systems to unwind, 
for instance, boutique and other micro 
fund managers may be able to get up and 
running with an outsourced solution that 
much faster.

Looking ahead, managers face steadily 
increasing regulatory and compliance costs, 
not to mention a challenging distribution 
landscape. Thus, for firms with only limit-
ed in-house resources, the ability to access 
a more efficient, secure and technologically 
advanced middle-office architecture on an 
outsourced basis will continue to win con-
verts within the fund industry, particularly 
as concerns around beta and cybersecurity 
become more front-of-mind.

George Martinez is a Director and Glob-
al Relationship Manager at BNP Paribas.

George Martinez

The Strategic Shift to Middle-Office
Outsourcing
By George Martinez
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PRODUCTS

Assets balloon in gender equality funds, but do they work?

“I’m hoping that a lot of companies will realize they need to be 
transparent and disclose their gender metrics.” 

Diana van Maasdijk, CEO, Equileap
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DATA SHOWCASE

Ticker YTD %
Return 3-year % Return Expense

Ratio
Net Assets 
(millions)

iShares MSCI Turkey ETF TUR -40.96 -10.81 0.62 $531.35 

Victory Global Natural Resources A RSNRX -35.23 -1.33 1.48 $637.17 

VanEck Vectors Oil Services ETF OIH -34.63 -15.12 0.35 $1,040.17 

Vanguard Global Capital Cycles Investor VGPMX -30.06 4.08 0.37 $1,475.78 

iShares US Home Construction ETF ITB -26.87 4.08 0.43 $816.53 

KraneShares CSI China Internet ETF KWEB -26.78 3.86 0.70 $1,835.47 

Franklin Gold and Precious Metals A FKRCX -25.00 3.73 0.98 $714.05 

Xtrackers Harvest CSI 300 China A ETF ASHR -24.19 -5.38 0.66 $1,153.68 

Janus Henderson European Focus A HFEAX -24.07 -7.13 1.34 $845.07 

VanEck Global Hard Assets A GHAAX -23.51 -0.48 1.38 $1,509.35 

VanEck International Investors Gold A INIVX -23.35 7.33 1.43 $556.39 

Tocqueville Gold TGLDX -22.65 3.68 1.39 $809.05 

PGIM Jennison Natural Resources B PRGNX -22.36 -0.61 2.19 $959.93 

iShares MSCI Europe Financials ETF EUFN -21.91 -1.98 0.48 $908.39 

Fiera Capital Emerging Markets Inv RIMIX -21.88 4.23 1.62 $1,503.58 

Natixis Oakmark International A NOIAX -21.69 2.06 1.32 $803.88 

VanEck Emerging Markets A GBFAX -21.42 3.79 1.47 $1,748.95 

Global X Robotics & Artfcl Intllgnc ETF BOTZ -21.05 N/A 0.68 $1,634.86 

SPDR S&P Homebuilders ETF XHB -21.04 -0.72 0.35 $596.69 

First Eagle Gold A SGGDX -20.98 3.35 1.26 $875.38 
 
Note: Funds with under $500 million in AUM, institutional, leveraged and those with investment minimums over $100,000 are excluded. Data as of 11/2/18.
Source: Morningstar Direct

“The worst-performing funds this year, and in most any year, tend 
to be narrow segments of the market,” says Greg McBride, senior fi-
nancial analyst at Bankrate, adding that, “sector investing is a supple-
ment to, not a replacement for, owning broad-based funds that invest 
across entire markets, covering all sizes of market capitalization, and 
both growth and value disciplines.  MME

Worst-performing mutual funds and ETFs of 2018 

SCORECARD

ETF flows  
($ millions)

Date Total equity
Domestic

equity
World
equity

Hybrid
Total
bond

Taxable
bond

Municipal
bond

Commodity
Total LT MF

and ETF flows

Estimated weekly net new cash flow
12/26/2018 -21,048 -11,731 -9,317 -8,268 -9,230 -10,143 913 707 -37,839
12/19/2018 -9,724 -2,504 -7,220 -9,545 -12,221 -11,710 -512 390 -31,101
12/12/2018 -17,469 -11,949 -5,519 -5,497 -12,021 -12,199 178 155 -34,832
12/04/2018 4,585 5,392 -807 -3,457 -5,244 -4,608 -635 -321 -4,436
11/28/2018 -6,348 -4,614 -1,734 -3,391 -3,535 -2,639 -896 4 -13,270
Monthly net new cash flow
11/30/2018 7,178 3,000 4,179 -12,246 -11,107 -7,310 -3,797 117 -16,057
10/31/2018 -10,491 -11,927 1,436 -11,140 -32,598 -28,342 -4,257 336 -53,893
09/30/2018 -1,180 829 -2,009 -6,025 17,847 18,301 -454 -36 10,606
08/31/2018 -3,953 -6,658 2,705 -6,187 19,585 17,259 2,326 -2,322 7,123
07/31/2018 -305 984 -1,289 -6,007 25,956 22,535 3,421 -599 19,045
06/30/2018 -26,524 -20,978 -5,546 -7,085 19,650 17,049 2,601 -2,450 -16,409
05/31/2018 13,744 10,062 3,682 -3,630 13,026 11,749 1,277 -133 23,007
04/30/2018 -27 -7,410 7,382 -3,752 22,405 24,176 -1,771 2,310 20,935
03/31/2018 -6,742 -22,164 15,422 -1,712 15,880 14,148 1,732 554 7,979
02/28/2018 -19,502 -41,439 21,938 -3,439 1,694 2,706 -1,012 1,026 -20,221
01/31/2018 54,200 10,786 43,415 356 56,744 46,287 10,457 1,724 113,025
12/31/2017 8,940 -9,046 17,987 -3,334 19,158 19,491 -333 -528 24,237
11/30/2017 13,723 -4,420 18,143 -3,164 21,597 19,788 1,809 -444 31,712
10/31/2017 23,928 3,163 20,765 -1,818 38,705 36,110 2,595 -747 60,068
09/30/2017 653 -9,774 10,428 -2,099 36,427 33,440 2,987 1,733 36,715
08/31/2017 -6,149 -22,765 16,615 -3,685 29,532 25,078 4,454 2,393 22,091
07/31/2017 7,402 -12,520 19,922 -2,001 31,702 29,139 2,564 -3,532 33,572
06/30/2017 21,927 -7,950 29,877 -2,546 32,632 29,372 3,260 1,528 53,542
05/31/2017 23,363 -10,750 34,113 -1,549 36,372 33,070 3,302 -449 57,736
04/30/2017 12,335 -8,264 20,599 -1,563 25,185 22,064 3,120 948 36,905
03/31/2017 24,562 9,421 15,141 -1,924 37,797 36,562 1,235 -531 59,904
02/28/2017 35,179 17,610 17,569 44 35,990 33,991 1,999 1,867 73,081
01/31/2017 20,678 5,093 15,585 -1,976 35,519 31,037 4,482 -637 53,584
12/31/2016 23,720 18,868 4,851 -11,727 -4,163 12,168 -16,331 -3,600 4,229
11/30/2016 21,953 23,164 -1,211 -7,335 -13,298 -2,156 -11,142 -3,572 -2,252
10/31/2016 -24,010 -23,101 -909 -4,171 13,875 12,276 1,599 -87 -14,393
09/30/2016 -13,030 -5,804 -7,226 -3,519 24,673 20,674 3,999 496 8,620
08/31/2016 -12,238 -9,914 -2,325 -283 30,864 23,569 7,295 -568 17,774
07/31/2016 -2,166 453 -2,619 -1,142 33,585 26,833 6,753 2,069 32,347
06/30/2016 -14,803 -15,709 906 -3,482 16,700 9,641 7,059 4,327 2,743
05/31/2016 -19,695 -14,030 -5,665 -1,315 16,936 8,966 7,970 3,466 -609
04/30/2016 -17,054 -12,664 -4,391 603 22,128 16,304 5,824 -674 5,002
03/31/2016 11,642 7,611 4,031 3,293 29,437 23,605 5,832 2,148 46,519
02/29/2016 -4,472 -9,055 4,584 -1,345 11,936 6,637 5,299 5,664 11,783
01/31/2016 -20,171 -27,283 7,111 -10,370 7,708 2,697 5,011 2,010 -20,822

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

Mutual fund flows  
($ millions)

SCORECARD

Date
Total

long-term
Total equity

Total
domestic

Large-cap Mid-cap Small-cap Multi-cap Other Total world Developed 
markets

Emerging 
markets

Estimated weekly net new cash flow
12/26/2018 -46,199 -25,114 -13,515 109 -2,684 -2,304 -5,605 -3,031 -11,600 -10,202 -1,398
12/19/2018 -56,373 -27,181 -12,790 -2,342 -2,911 -2,835 -2,681 -2,020 -14,392 -12,305 -2,087
12/12/2018 -40,804 -20,738 -10,696 -618 -2,575 -2,016 -3,829 -1,659 -10,042 -8,493 -1,549
12/4/2018 -21,043 -10,008 -5,818 -664 -1,186 -1,748 -1,710 -510 -4,190 -3,614 -576
11/28/2018 -19,904 -10,125 -6,425 -1,275 -1,083 -1,236 -1,973 -860 -3,700 -3,361 -338
Monthly net new cash flow
11/30/2018 -63,805 -25,557 -17,771 -3,132 -3,079 -3,192 -5,032 -3,335 -7,786 -7,974 188
10/31/2018 -61,810 -18,979 -15,008 -51 -4,337 -3,068 -4,200 -3,351 -3,972 -3,525 -446
9/30/2018 -22,943 -28,057 -25,504 -12,280 -1,980 -998 -8,089 -2,156 -2,553 -2,691 138
8/31/2018 -17,743 -24,453 -23,108 -12,975 -2,019 1,179 -8,006 -1,288 -1,345 -1,469 124
7/31/2018 -9,761 -20,874 -18,877 -9,658 -2,173 1,572 -6,727 -1,890 -1,997 -2,231 233
6/30/2018 -16,154 -19,894 -24,290 -15,216 -2,714 1,453 -6,517 -1,296 4,395 4,808 -413
5/31/2018 -5,521 -8,733 -15,721 -5,623 -4,423 544 -5,152 -1,067 6,988 5,794 1,194
4/30/2018 -6,622 -9,293 -12,667 -702 -1,128 -104 -3,965 -6,769 3,374 1,618 1,756
3/31/2018 9,865 264 -12,010 368 -2,823 -1,600 -6,599 -1,356 12,274 11,227 1,047
2/28/2018 -11,902 -8,369 -19,560 -1,655 -2,858 -2,634 -9,412 -3,000 11,191 9,452 1,739
1/31/2018 39,992 -7,078 -24,538 -6,895 -5,288 -2,117 -9,952 -285 17,460 13,259 4,201
12/31/2017 -28,528 -38,329 -43,086 -18,741 -4,770 -3,202 -12,395 -3,978 4,757 4,294 463
11/30/2017 -4,725 -16,441 -24,058 -5,891 -3,756 -3,439 -7,094 -3,878 7,618 6,294 1,324
10/31/2017 11,607 -15,971 -22,090 -7,338 -2,411 -2,109 -8,386 -1,846 6,119 4,951 1,169
9/30/2017 892 -21,998 -22,609 -7,535 -2,720 -2,046 -9,340 -967 611 1,364 -754
8/31/2017 -86 -16,493 -24,558 -7,221 -3,513 -2,555 -8,213 -3,056 8,065 6,640 1,425
7/31/2017 4,326 -13,782 -25,538 -10,317 -4,487 -2,243 -7,303 -1,188 11,756 11,030 726
6/30/2017 7,718 -9,412 -18,483 -13,216 -3,147 -2,341 1,965 -1,746 9,072 7,495 1,576
5/31/2017 27,721 3,144 -9,233 2,778 -2,379 -2,169 -5,236 -2,227 12,377 8,817 3,561
4/30/2017 770 -12,498 -19,542 -5,048 -4,061 -2,006 -7,051 -1,375 7,043 5,183 1,861
3/31/2017 12,983 -14,101 -13,397 -1,672 -833 -827 -7,651 -2,415 -704 -583 -121
2/28/2017 28,017 4,405 -2,684 -1,228 524 712 -2,066 -626 7,089 6,183 906
1/31/2017 11,641 -7,754 -10,924 794 -792 998 -10,610 -1,314 3,169 2,111 1,058
12/31/2016 -55,610 -33,615 -26,953 -10,862 -977 -816 -12,212 -2,085 -6,663 -5,838 -825
11/30/2016 -51,891 -27,965 -25,916 -8,230 -1,709 -293 -11,059 -4,626 -2,049 -901 -1,147
10/31/2016 -32,099 -37,928 -31,441 -8,551 -5,287 -2,541 -12,228 -2,834 -6,487 -6,268 -219
9/30/2016 -8,433 -22,398 -15,365 -133 -1,750 -1,086 -10,131 -2,265 -7,033 -6,125 -908
8/31/2016 -9,625 -32,287 -24,766 -5,481 -3,355 -1,711 -12,759 -1,459 -7,522 -7,292 -229
7/31/2016 -14,527 -37,685 -31,241 -11,907 -5,015 -3,382 -9,048 -1,889 -6,444 -6,251 -192
6/30/2016 -13,962 -18,895 -14,857 1,115 -4,486 -1,576 -7,815 -2,095 -4,038 -4,040 2
5/31/2016 -5,378 -17,369 -17,328 -4,166 -3,363 -1,188 -7,096 -1,516 -41 -1,231 1,190
4/30/2016 -4,331 -23,767 -19,442 -5,790 -3,381 -2,405 -7,324 -542 -4,325 -3,426 -899
3/31/2016 14,796 -9,971 -9,801 -5,470 -1,428 87 -2,651 -338 -170 1,295 -1,464
2/29/2016 8,602 8,779 -2,322 2,091 -2,871 -351 -534 -657 11,101 10,499 602
01/31/2016 -20,516 -4,927 -15,539 5,625 -5,958 -2,887 -7,367 -4,952 10,612 10,852 -239

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

WorldDomestic
Equity
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SCORECARD

ETF flows  
($ millions)

Date Total equity
Domestic

equity
World
equity

Hybrid
Total
bond

Taxable
bond

Municipal
bond

Commodity
Total LT MF

and ETF flows

Estimated weekly net new cash flow
12/26/2018 -21,048 -11,731 -9,317 -8,268 -9,230 -10,143 913 707 -37,839
12/19/2018 -9,724 -2,504 -7,220 -9,545 -12,221 -11,710 -512 390 -31,101
12/12/2018 -17,469 -11,949 -5,519 -5,497 -12,021 -12,199 178 155 -34,832
12/04/2018 4,585 5,392 -807 -3,457 -5,244 -4,608 -635 -321 -4,436
11/28/2018 -6,348 -4,614 -1,734 -3,391 -3,535 -2,639 -896 4 -13,270
Monthly net new cash flow
11/30/2018 7,178 3,000 4,179 -12,246 -11,107 -7,310 -3,797 117 -16,057
10/31/2018 -10,491 -11,927 1,436 -11,140 -32,598 -28,342 -4,257 336 -53,893
09/30/2018 -1,180 829 -2,009 -6,025 17,847 18,301 -454 -36 10,606
08/31/2018 -3,953 -6,658 2,705 -6,187 19,585 17,259 2,326 -2,322 7,123
07/31/2018 -305 984 -1,289 -6,007 25,956 22,535 3,421 -599 19,045
06/30/2018 -26,524 -20,978 -5,546 -7,085 19,650 17,049 2,601 -2,450 -16,409
05/31/2018 13,744 10,062 3,682 -3,630 13,026 11,749 1,277 -133 23,007
04/30/2018 -27 -7,410 7,382 -3,752 22,405 24,176 -1,771 2,310 20,935
03/31/2018 -6,742 -22,164 15,422 -1,712 15,880 14,148 1,732 554 7,979
02/28/2018 -19,502 -41,439 21,938 -3,439 1,694 2,706 -1,012 1,026 -20,221
01/31/2018 54,200 10,786 43,415 356 56,744 46,287 10,457 1,724 113,025
12/31/2017 8,940 -9,046 17,987 -3,334 19,158 19,491 -333 -528 24,237
11/30/2017 13,723 -4,420 18,143 -3,164 21,597 19,788 1,809 -444 31,712
10/31/2017 23,928 3,163 20,765 -1,818 38,705 36,110 2,595 -747 60,068
09/30/2017 653 -9,774 10,428 -2,099 36,427 33,440 2,987 1,733 36,715
08/31/2017 -6,149 -22,765 16,615 -3,685 29,532 25,078 4,454 2,393 22,091
07/31/2017 7,402 -12,520 19,922 -2,001 31,702 29,139 2,564 -3,532 33,572
06/30/2017 21,927 -7,950 29,877 -2,546 32,632 29,372 3,260 1,528 53,542
05/31/2017 23,363 -10,750 34,113 -1,549 36,372 33,070 3,302 -449 57,736
04/30/2017 12,335 -8,264 20,599 -1,563 25,185 22,064 3,120 948 36,905
03/31/2017 24,562 9,421 15,141 -1,924 37,797 36,562 1,235 -531 59,904
02/28/2017 35,179 17,610 17,569 44 35,990 33,991 1,999 1,867 73,081
01/31/2017 20,678 5,093 15,585 -1,976 35,519 31,037 4,482 -637 53,584
12/31/2016 23,720 18,868 4,851 -11,727 -4,163 12,168 -16,331 -3,600 4,229
11/30/2016 21,953 23,164 -1,211 -7,335 -13,298 -2,156 -11,142 -3,572 -2,252
10/31/2016 -24,010 -23,101 -909 -4,171 13,875 12,276 1,599 -87 -14,393
09/30/2016 -13,030 -5,804 -7,226 -3,519 24,673 20,674 3,999 496 8,620
08/31/2016 -12,238 -9,914 -2,325 -283 30,864 23,569 7,295 -568 17,774
07/31/2016 -2,166 453 -2,619 -1,142 33,585 26,833 6,753 2,069 32,347
06/30/2016 -14,803 -15,709 906 -3,482 16,700 9,641 7,059 4,327 2,743
05/31/2016 -19,695 -14,030 -5,665 -1,315 16,936 8,966 7,970 3,466 -609
04/30/2016 -17,054 -12,664 -4,391 603 22,128 16,304 5,824 -674 5,002
03/31/2016 11,642 7,611 4,031 3,293 29,437 23,605 5,832 2,148 46,519
02/29/2016 -4,472 -9,055 4,584 -1,345 11,936 6,637 5,299 5,664 11,783
01/31/2016 -20,171 -27,283 7,111 -10,370 7,708 2,697 5,011 2,010 -20,822

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

Mutual fund flows  
($ millions)

SCORECARD

Date
Total

long-term
Total equity

Total
domestic

Large-cap Mid-cap Small-cap Multi-cap Other Total world Developed 
markets

Emerging 
markets

Estimated weekly net new cash flow
12/26/2018 -46,199 -25,114 -13,515 109 -2,684 -2,304 -5,605 -3,031 -11,600 -10,202 -1,398
12/19/2018 -56,373 -27,181 -12,790 -2,342 -2,911 -2,835 -2,681 -2,020 -14,392 -12,305 -2,087
12/12/2018 -40,804 -20,738 -10,696 -618 -2,575 -2,016 -3,829 -1,659 -10,042 -8,493 -1,549
12/4/2018 -21,043 -10,008 -5,818 -664 -1,186 -1,748 -1,710 -510 -4,190 -3,614 -576
11/28/2018 -19,904 -10,125 -6,425 -1,275 -1,083 -1,236 -1,973 -860 -3,700 -3,361 -338
Monthly net new cash flow
11/30/2018 -63,805 -25,557 -17,771 -3,132 -3,079 -3,192 -5,032 -3,335 -7,786 -7,974 188
10/31/2018 -61,810 -18,979 -15,008 -51 -4,337 -3,068 -4,200 -3,351 -3,972 -3,525 -446
9/30/2018 -22,943 -28,057 -25,504 -12,280 -1,980 -998 -8,089 -2,156 -2,553 -2,691 138
8/31/2018 -17,743 -24,453 -23,108 -12,975 -2,019 1,179 -8,006 -1,288 -1,345 -1,469 124
7/31/2018 -9,761 -20,874 -18,877 -9,658 -2,173 1,572 -6,727 -1,890 -1,997 -2,231 233
6/30/2018 -16,154 -19,894 -24,290 -15,216 -2,714 1,453 -6,517 -1,296 4,395 4,808 -413
5/31/2018 -5,521 -8,733 -15,721 -5,623 -4,423 544 -5,152 -1,067 6,988 5,794 1,194
4/30/2018 -6,622 -9,293 -12,667 -702 -1,128 -104 -3,965 -6,769 3,374 1,618 1,756
3/31/2018 9,865 264 -12,010 368 -2,823 -1,600 -6,599 -1,356 12,274 11,227 1,047
2/28/2018 -11,902 -8,369 -19,560 -1,655 -2,858 -2,634 -9,412 -3,000 11,191 9,452 1,739
1/31/2018 39,992 -7,078 -24,538 -6,895 -5,288 -2,117 -9,952 -285 17,460 13,259 4,201
12/31/2017 -28,528 -38,329 -43,086 -18,741 -4,770 -3,202 -12,395 -3,978 4,757 4,294 463
11/30/2017 -4,725 -16,441 -24,058 -5,891 -3,756 -3,439 -7,094 -3,878 7,618 6,294 1,324
10/31/2017 11,607 -15,971 -22,090 -7,338 -2,411 -2,109 -8,386 -1,846 6,119 4,951 1,169
9/30/2017 892 -21,998 -22,609 -7,535 -2,720 -2,046 -9,340 -967 611 1,364 -754
8/31/2017 -86 -16,493 -24,558 -7,221 -3,513 -2,555 -8,213 -3,056 8,065 6,640 1,425
7/31/2017 4,326 -13,782 -25,538 -10,317 -4,487 -2,243 -7,303 -1,188 11,756 11,030 726
6/30/2017 7,718 -9,412 -18,483 -13,216 -3,147 -2,341 1,965 -1,746 9,072 7,495 1,576
5/31/2017 27,721 3,144 -9,233 2,778 -2,379 -2,169 -5,236 -2,227 12,377 8,817 3,561
4/30/2017 770 -12,498 -19,542 -5,048 -4,061 -2,006 -7,051 -1,375 7,043 5,183 1,861
3/31/2017 12,983 -14,101 -13,397 -1,672 -833 -827 -7,651 -2,415 -704 -583 -121
2/28/2017 28,017 4,405 -2,684 -1,228 524 712 -2,066 -626 7,089 6,183 906
1/31/2017 11,641 -7,754 -10,924 794 -792 998 -10,610 -1,314 3,169 2,111 1,058
12/31/2016 -55,610 -33,615 -26,953 -10,862 -977 -816 -12,212 -2,085 -6,663 -5,838 -825
11/30/2016 -51,891 -27,965 -25,916 -8,230 -1,709 -293 -11,059 -4,626 -2,049 -901 -1,147
10/31/2016 -32,099 -37,928 -31,441 -8,551 -5,287 -2,541 -12,228 -2,834 -6,487 -6,268 -219
9/30/2016 -8,433 -22,398 -15,365 -133 -1,750 -1,086 -10,131 -2,265 -7,033 -6,125 -908
8/31/2016 -9,625 -32,287 -24,766 -5,481 -3,355 -1,711 -12,759 -1,459 -7,522 -7,292 -229
7/31/2016 -14,527 -37,685 -31,241 -11,907 -5,015 -3,382 -9,048 -1,889 -6,444 -6,251 -192
6/30/2016 -13,962 -18,895 -14,857 1,115 -4,486 -1,576 -7,815 -2,095 -4,038 -4,040 2
5/31/2016 -5,378 -17,369 -17,328 -4,166 -3,363 -1,188 -7,096 -1,516 -41 -1,231 1,190
4/30/2016 -4,331 -23,767 -19,442 -5,790 -3,381 -2,405 -7,324 -542 -4,325 -3,426 -899
3/31/2016 14,796 -9,971 -9,801 -5,470 -1,428 87 -2,651 -338 -170 1,295 -1,464
2/29/2016 8,602 8,779 -2,322 2,091 -2,871 -351 -534 -657 11,101 10,499 602
01/31/2016 -20,516 -4,927 -15,539 5,625 -5,958 -2,887 -7,367 -4,952 10,612 10,852 -239

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