
It’s an evolution, 
not a revolution

Global fund administration 
made simple

Alternative investment  
administration

Compliance

Custody and lending

Distribution and marketing

Exchange-traded funds

Fund accounting  
and administration

Mutual fund administration

Transfer agent and 
shareholder services

Great innovation is often built on simple ideas. We assess 
your company’s changing needs and look for ways to 
optimize your products and propose new strategies to help 
you reach your goals. From doing the basics better, to the 
most complex requirements, we offer the comprehensive 
fund support that can help you create your next success.

For more information about our comprehensive suite of 
services for alternative funds, exchange-traded funds and 
mutual funds, call 800.300.3863 or visit usbfs.com.

For more information about our comprehensive suite of 
services for alternative funds, exchange-traded funds and 
mutual funds, call 800.300.3863 or visit usbfs.com.
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Whether you offer open-end or closed-end mutual funds, 
exchange-traded funds, hedge funds, BDCs, CITs, or 
offshore funds let our global support help you focus on 
what’s most important to you and your shareholders—
growth. Our breadth of service expertise can help lead 
you through the challenges and opportunities offered in 
this evolving market. 

Let us guide you on the  
path to product expansion.

Forward thinking  
is the first step

We’re here to help 
you reach your goals

Our commitment to providing smart, clear and honest guidance  
began more than four decades ago. With a consultative support 

model focused on sound experience and innovative practices, we’re 
here to provide you with the right resources regardless of your product 

type. With a tenured staff and client relationships lasting since our 
inception, we know that every great accomplishment is built on a 

foundation of our collective strength.

002_MME0000   2 2/2/2018   11:04:41 AM



Paychecks have grown fatter in the asset man-
agement space, but challenges to compensation 
models remain.  

Among firms that saw a rise in 2017 com-
pensation was BlackRock, the world’s largest 
asset manager. BlackRock’s 2017 bonus pool 
increased by approximately 9%, as the firm’s 
assets topped $6 trillion — a 22% rise from the 
year before — amid record net inflows of $367 
billion,  Bloomberg reported in January.  

This followed a 2% to 4% bonus reduction 
in 2016, when BlackRock recorded its first rev-
enue decline since 2009.  

Average compensation levels for asset man-
agement professionals overall in 2017 rose ap-
proximately 7% year over year, according to a 

Starting an ETF is about to get a lit-
tle easier. 

More than 10 years after regulators 
first considered a plan to streamline 
ETF approvals in the U.S., the SEC is 
readying a proposal that will shave 
months off the process and end incon-
sistencies that have created a lopsided 
playing field.

But one quirky provision could ex-
pose investors to a new risk — fund 
managers admitting substandard se-
curities into existing ETFs for reasons 
that have nothing to do with what’s 
best for the portfolio.

“The world’s largest asset managers 
recognize the downside of something 
like that is far bigger than the up-
side, but what about a startup?,” said 
Mo Haghbin, head of product at Op-

REGULATION:  
Rule from SEC may 
make ETFs riskier

April 2018  |  Volume 26 • Number 4  |  mmexecutive.com 
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for Asset Management Leaders
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ANALYSIS: How internship programs can boost growth

Human collateral is undoubtedly one of the 
most valuable assets to supporting business 
growth and boosting a firm’s value proposition. 
While finding talent is one of the most challeng-
ing aspects of running a business, implementing 
a strong internship program can help combat this 
obstacle. 

A successful internship program is a give-and-
take initiative that helps firms streamline their 
workload and offers young career hopefuls rele-

vant experience that will refine their careers and 
support their future professional plans. 

Here are ways asset managers can use intern-
ship programs to benefit their ongoing vision and 
mission for their companies:

1. EASE WORKLOADS
An internship program is an often overlooked 

and underestimated opportunity for asset man-
agers. Many firms consider implementing one 

more trouble than it’s worth. 
But in my experience, the 
right interns can take an 
awful lot of workload off 
asset managers’ desks and  
eventually help them spend 
more time catering to cli-
ents’ needs. To improve an 
intern’s productivity and 

OPERATIONS: Growth reflected in manager pay 

By Rachel Evans

By Patrick Sweeny

By Rebecca Stropoli

ETFs, on page 10

COMPENSATION, on page 8

INTERNSHIPS, on page 11

BlackRock’s bonus pool  increased by around 
9% in 2017.

Source: Investment Company Institute

Outflows from long-term mutual funds 
and ETFs were $7.4B for the week ending 
March 21 (millions)
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Model Access  
& Delivery  
Made Easy

Vestmark Manager Marketplace (VMM) makes it easier for asset managers to distribute their investment  
strategies and for sponsors to evaluate and implement them. We save you time and deliver enhanced transparency. 

A true marketplace is built on the premise that product quality speaks for itself. We are not biased. We do not  
promote product. We have created a network through which managers and sponsors can seamlessly connect.  

Our aim is to enhance the investment value chain to ultimately enable investors to better their financial well-being.

Vestmark Advisory Solutions, Inc. (“VAS”) is a Registered Investment Advisor registered in the District of Columbia. VAS provides asset management and related 
services for clients nationally. VAS will file and maintain all applicable licenses as required by the state securities regulators and/or the Securities and Exchange  

Commission (“SEC”), as applicable. VAS renders individualized responses to persons in a particular state only after complying with the state’s regulatory  
requirements, or pursuant to an applicable state exemption or exclusion.

inquiry@vestmarkmm.com  www.vestmarkmm.com  p. 781.224.3640

Vestmark Manager Marketplace
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SURGING VOLATILITY RESULTS IN 
BEST FUND RETURNS OF 2018

Unlike bets on calm equity markets for 
returns in 2017, stocks linked to volatility 
have provided the best returns for exchange- 
traded products so far this year, according to 
Bloomberg. 

With the S&P 500 posting its first quar-
terly slide since 2015, the CBOE Volatili-
ty Index rebounded from record lows set 
last year. The best performers of 2017 that 
tied inversely to volatility have become the 
year’s worst, losing 91% since January. 

The VIX fell 4.4% last week after surging 
18% just days before, Bloomberg reports. 
As a result, Goldman Sachs has warned 
investors to add protection, saying traders 
are more exposed to stock swings. 

CHARITY ADDS FUND DEDICATED TO 
DOUBLELINE’S BONNIE BAHA

Pasadena Community Foundation, a 

tax-exempt charity, has added the Bonnie 
Baha Memorial Scholarship Fund into its 
charitable assets. The fund aims to support 
women who want to develop their careers in 
the financial industry. 

At least one $10,000 scholarship will be 
given every year to a woman enrolled in the 
full-time MBA program at the Marshall 
Business School of University of Southern 
California.

Bonnie Baha, who served as a senior 
portfolio manager and a partner of the 
asset management firm DoubleLine Cap-
ital established the fund to help address 
the underrepresentation of women in the 
financial industry. Baha passed away in 
2016, at the age 56. 

“We are honored to establish a fund in 
tribute to Bonnie’s impressive career, sup-
porting a cause which was dear to her heart,” 
says Jennifer DeVoll, chief executive officer of 
the Foundation. “Through this scholarship, 
her legacy of helping women in finance will 
continue.”

INDUSTRY HIGHLIGHTS

NEWS SCAN

3/28/2018 3/21/2018 $ Change* 3/14/2018
Government 2,242.02 2,231.96 10.06 2,228.22

 Retail 618.83 620.35 -1.53 619.05
 Institutional 1,623.20 1,611.61 11.59 1,609.17

Prime 453.26 457.83 -4.57 456.4
          Retail 262.32 264.16 -1.84 264.99

 Institutional 190.94 193.67 -2.73 191.42
Tax-exempt 133.75 135.35 -1.6 135.58
          Retail 127.1 128.33 -1.23 128.68
          Institutional 6.66 7.02 -0.37 6.9
Total 2,829.04 2,825.14 3.89 2,820.20
    Retail 1,008.24 1,012.84 -4.6 1,012.71
    Institutional 1,820.80 1,812.30 8.49 1,807.49

Assets of money market funds

Source: Investment Company Institute

($ millions)
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Now accepting Top Women in Asset 
Management Awards nominations

Money Management Executive is welcoming submissions for this year’s Top Women 
in Asset Management Awards. Candidates will need to demonstrate how they have im-
proved their firm’s marketing, technology and/or operations, and provide details about 
involvement in community service or mentorship programs, as well as programs or ef-
forts in providing opportunities to the women of their firm and industry. 

To make a nomination, email mme@sourcemedia.com. The deadline to receive sub-
missions this year is April 20.
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NEWS SCAN

NEW ENERGY ETF LAUNCHED TO 
HONOR T. BOONE PICKENS

TriLine Index Solutions, a BP Capital Fund 
Advisors affiliate, announced the launch of 
a new ETF — NYSE Pickens Oil Response 
(BOON). The fund honors the leadership of T. 
Boone Pickens, who crafted the Pickens Plan 
for American energy.

BOON, which has an expense ratio of 
0.85%, tracks the performance of the NYSE 
Pickens Oil Response Index, owned and ad-
ministered by ICE Data Indices. The index is 
composed of equities that correlate to ener-
gy, and includes not only traditional energy 
companies but also energy-intensive firms 
that have the potential to benefit from U.S. 
energy and global demand for energy. 

The mix is intended to lessen the effect 
of commodity cycles. The index is equally 
weighted and reconstitutes annually while 
rebalancing quarterly.

VIRTUS INVESTMENT PARTNERS 
ANNOUNCE SMID CORE FUND

The Virtus KAR Small-Mid Cap Core 
Fund was introduced by Virtus Investment 
Partners and affiliated investment man-
ager Kayne Anderson Rudnick. The fund 
seeks to invest in competitive, high- quality 
companies and purchase them at attractive  
valuations.

The fund (VKSIX) has an expense ratio of 
1.05%. The strategy for the fund mirrors that 
of KAR’s SMID Core retail separate account, 
which had $2 billion in AUM as of Dec. 31.

Businesses that are differentiated by 
above-average returns and trading at attrac-
tive valuations are identified using KAR’s dis-
ciplined investment process. 

Portfolio managers expect to invest in 25 
to 35 select companies they think are under-
valued relative to future growth potential.

BMO REDUCES FEES FOR 
2 U.S. EQUITY FUNDS

Effective Feb. 8, BMO Global Asset Man-
agement reduced advisory and total expense 
ratio cap fees for BMO Large-Cap Growth 
Fund (MASTX) and BMO Large-Cap Value 
Fund (MLVIX). 

The move reduced the advisory fees by 15 
basis points and the total expense ratio cap by 
21 basis points.

MORE INTEREST IN FOCUSED 
STRATEGIES: GREENWICH ASSOCIATES
Institutional investors are raising their 

allocations to so-called focused strategies, 
or portfolios holding 50 names or fewer, as 
distributors are increasingly recommending 
them to clients, according to a study reported 
on by Bloomberg News.

Due to the continued growth of passive 
strategies, distributors believe this is the op-
timal way to deliver performance for both 
large- and small-cap funds, the report re-
leased by Greenwich Associates, in conjunc-
tion with Fred Alger Management, found. Of 
the 91 “key decision makers” surveyed, more 
than half of the institutional investors said 
they’d increase their allocations to focused 
strategies in the previous 18 months, if given 
the chance, while the same amount expect 
their interest to grow over the next two years.

“It’s indisputable that passive has gained 
momentum in the marketplace,” Jim Tam-
bone, Alger’s chief distribution officer, told 
Bloomberg. “Passive has essentially created 
a floor for returns. In other words, you must 
beat passive or you don’t survive.” 

Index-based passive strategies in mutual 
funds and ETFs have grown to $6.8 trillion 
from $2.7 trillion five years ago, according to 
Morningstar.  

T. ROWE PRICE LAUNCHES 
MULTI-STRATEGY TOTAL RETURN FUND
T.Rowe Price has launched a multi-strat-

egy total return fund (TMSRX for Investor 
Class shares and TMSSX for I Class shares) 
that seeks to diversify investment risk and 
provide capital preservation and consistent 
returns over time.

TMSRX has an expense ratio of 1.37%, 
with TMSSX at 1.07%. The fund is a combi-
nation of six internally managed liquid alter-
native strategies. 

It’s considered an absolute return fund, 
and the goal is to achieve positive returns over 
time regardless of market conditions, accord-
ing to the firm. 

The offering could also lower risks during 
periods of heightened market volatility by 

capital preservation and consistent returns 
over time, the firm says.

“We expect each of the fund’s underly-
ing components to contribute meaningful-
ly to its performance, so no one component 
should drive all of the returns,” says Ste-
fan Hubrich, co-portfolio manager, direc-
tor of research, multi-asset division. “We 
believe that, over time, this diversifica-
tion will allow us to generate a high level of 
risk-adjusted performance above the cash  
benchmark.”

VIDENT FINANCIAL OFFERS A 
MULTIFACTOR REAL ESTATE ETF   

Vident Financial has launched the PPTY — 
U.S. Diversified Real Estate ETF (PPTY). The 
rule-based fund, which has an expense ratio 
of 0.53%, will diversify investors’ exposure in 
the real estate market based on four factors 
including location, property type and the 
analysis of a firm’s leverage and governance. 

The traditional cap-weighted approach 
has over 95% of REIT ETF assets. Its port-
folio construction process uses data on the 
individual properties held by each company 
in the investment universe to build a portfo-
lio based on the four factors, according to the 
firm.

GRAYSCALE SETS UP 4 CRYPTO 
FUNDS TO IMPROVE LIQUIDITY

Grayscale, the firm behind the trad-
able Bitcoin Investment Trust (GBTC), has 
launched four new cryptocurrency-related 
investment funds: Bitcoin Cash Investment 
Trust, Ethereum Investment Trust, Litecoin 
Investment Trust and XRP Investment Trust, 
Investopedia reported.

The funds will cover bitcoin cash, ethe-
reum, litecoin and ripple virtual currencies, 
respectively. Because the funds operate as 
trusts, only U.S.-based qualified accredited 
investors are allowed to invest. 

There is a one-year holding period before 
the investor can exit the funds without any 
restrictions, according to Investopedia.

“Digital currencies are not like stocks 
and bonds. There’s certain technological 
prowess that people need to have in order to 
handle them.” Michael Sonnenshein, man-
aging director at Grayscale Investments, 
told CNBC.

PRODUCTS

RESEARCH
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NEWS SCAN

Christopher Alwine, currently the 
head of municipal investments, will fill 
Jakubowski’s previous responsibilities, 
overseeing the firm’s active corporate bond 
portfolio management and trading teams 
in the U.S., Europe and Asia-Pacific, ac-
cording to Vanguard. 

Paul Malloy, head of the firm’s fixed-in-
come group in Europe, will replace Alwine in 
leading the $183 billion municipal bond team.  
Christopher Wrazen, manager of the Van-
guard Total International Bond Index Fund 
(VTIBX), will now manage the firm’s bond 
index group in Europe. 

OPPENHEIMERFUNDS NAMES 
NEW CHIEF RISK OFFICER

OppenheimerFunds has appointed former 
Goldman Sachs Managing Director Ahmad 
Deek to chief risk officer. 

Deek, who is based in New York, is now 
responsible for leading the firm’s risk man-

agement functions as 
well as enhancing its 
corporate governance 
structure, according to 
OppenheimerFunds. 
Deek will report to Op-
penheimerFunds CEO 
Art Steinmetz. 

“I look forward to 
joining a firm recog-
nized for creating prod-
ucts and solutions tai-

lored to client needs, and helping to further 
build out and strengthen its risk management 
and reporting capabilities,” Deek says.

GUGGENHEIM SECURITIES GROWS ITS LEV-
ERAGED FINANCE GROUP WITH NEW HIRE

Former Bank of America Merrill Lynch 
Managing Director John Pantalena has 
joined Guggenheim Securities in an effort 
by the firm to expand its leveraged finance 
group. 

“John’s deep understanding of the lev-
eraged finance markets, particularly in the 
energy sector, is an important addition to 
our growing leveraged finance capabilities 
at Guggenheim,” says Guggenheim Co-CEO 
Mark Van Lith.  MME 

News Scan by David Pan and Andrew Shilling

“We are continuously looking for ways to 
serve our clients better and offer investors a 
diverse range of best-in-class products across 
asset classes and investment styles,” says Phil 
Enochs, head of BMO GAM U.S. “Reducing 
the fees of our two largest U.S. equity funds 
demonstrates our commitment to providing 
our clients with top-performing funds at a 
great value.”

CBOE VEST LAUNCHES ITS FIRST ETF
CBOE Vest, the asset management sub-

sidiary of CBOE Global Markets, announced 
the launch of the CBOE Vest S&P 500 Divi-
dend Aristocrats Target Income ETF (KNG).

The fund, which has an expense ratio of 
0.75%, is index-based and tracks the CBOE 
S&P 500 Dividend Aristocrats Target Income 
Index Monthly Series (SPATI) that seeks to 
provide annualized income from stock div-
idends and option premiums of nearly 3% 
over the appreciation of the S&P 500, before 
fees and expenses.  

“Investors have been challenged since 
the global financial crisis to find sources of 
income without introducing duration and 
credit risk into their portfolios,” says CBOE 
Vest President Steve Neamtz. “KNG, with 
its dividend-grower stock selection and 
covered-call options strategy, offers a novel  
approach.” 

DOUBLELINE APPOINTS 
CHIEF COMPLIANCE OFFICER 

DoubleLine Capital appointed Pim-
co’s Youse Guia to chief compliance officer 
of the firm and of the DoubleLine Funds 
Trust. Guia, who previously served as Pim-
co’s chief compliance officer, succeeds Adam 
Rossetti in the position. 

Rossetti continues at DoubleLine as an at-
torney in the firm’s legal department.

“Youse’s depth of management expertise 
and experience perfectly complement the 
ongoing diversification of DoubleLine’s 
business into multiple investment strat-
egies and the extension of those product 
lines into a variety of distribution channels 
to serve our valued clients in the United 
States and globally,” says DoubleLine CEO 
Jeffrey Gundlach. 

Guia previously served as the head of U.S. 
compliance for Allianz Global Investors and 
the chief compliance officer of Allianz Funds, 
according to DoubleLine. Before that he spent 
six years as an audit manager with PwC, spe-
cializing in the investment management  
industry. 

RBC EXPANDS U.S. INVESTMENT 
MANAGEMENT TEAM  

RBC Asset Management named for-
mer Rutabaga Capital and MFS Portfolio 
Manager Robert Henderson as its newest 
edition to the firm’s U.S. investment man-
agement team.

“At RBC Global Asset Management, we 
are committed delivering best-in-class in-
vestment solutions, and continually seek 
out talented professionals to further add to 
our capabilities,” says Lance James, manag-
ing director at RBC Global Asset Manage-
ment. “Rob’s deep industry knowledge, along 
with his demonstrated skills in research and 
portfolio management, will complement our 
team’s proven strengths.”

Henderson will serve as lead portfolio 
manager for RBC’s Mid-Cap Value Strategy, 
according to the firm. In addition to portfolio 
management duties, Henderson will provide 
research analysis to support strategies man-
aged by the firm’s Boston-based enterprise 
team. 

VANGUARD MAKES ADJUSTMENTS TO 
FIXED-INCOME GROUP

Vanguard made four appointments to its 
fixed-income group. 

Paul Jakubowski, global head of the firm’s 
taxable credit group, will replace Ken Volpert, 
who is retiring in August, as head of invest-
ments in Europe and global head of fixed-
ncome indexing, the firm says. 

Volpert joined Vanguard in 1992 and 
managed the Vanguard Total Bond Market 
Index Fund from 1992 to 2014. 

“Ken was instrumental in the devel-
opment of Vanguard’s global bond index 
fund lineup, as well as ETF shares for Van-
guard’s bond index funds,” says Vanguard 
Chief Investment Officer Greg Davis. “He 
also helped build out our European invest-
ment team as Vanguard globalized its in-
vestment management function.”

Ahmad Deek
ARRIVALS
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report from market research firm Green-
wich Associates and consultancy Johnson 
Associates.  

The solid stock market rally meant eq-
uity managers were favored over those in 
fixed-income funds. In fact, fixed-income 
portfolio managers saw an overall 14% de-
crease in compensation last year, accord-
ing to the study.  

There was, however, a huge disparity 
between average compensation for hedge 
fund fixed-income managers and those 
at traditional asset management firms: 
$940,000 vs. $490,000. 

Hedge fund compensation overall rose 
approximately 5% from 2016, even as sev-
eral firms underperformed.  

In its 2018 outlook, Johnson Associates 
said it expects overall compensation in the 
financial sector to increase again. Howev-
er, said Managing Director Alan Johnson in 
a report, “the momentum from 2017 may be 
difficult to replicate in 2018, especially within 
select sectors like asset management, where 
fee and product pressures remain.”

Asset managers have been cutting costs 
by eliminating jobs and investing heavily 
in technology solutions, a Bloomberg re-
port noted. In March of last year, BlackRock 
cut dozens of jobs across their active-equity 
group, replacing them with automated solu-
tions.  The firm also moved more assets into 
passive products and cut fees on some of its 
newer Advantage funds by around half. 

In January, BlackRock CEO Larry Fink 
told The New York Times that “we have been 
very aggressive with fee cuts, yet our margins 
continue to expand.” 

THE PASSIVE CHALLENGE
Still, the continued ascendancy of low-

cost passive funds continues to put pressure 
on compensation overall, particularly in the 
active management space. 

Boosts in AUM for active managers over 
the past year have largely been the result of as-
set appreciation — not growth in new assets, 
which are flowing mostly to low-cost index 
products, the Greenwich report  said.

Passive growth in the institutional space 
was especially strong in 2017: “In the face of 

this massive migration, active managers have 
started negotiating and cutting deals on fees 
to retain assets and clients.”

As firms face these fee pressures along 
with the need for costly technology invest-
ments, employees will experience compensa-
tion challenges in numerous ways, “including 
reductions in incentives and the ‘junioriza-
tion’ of jobs that depress salaries and overall 
compensation for internal roles,” the report 
said.  

At the same time, employees will need to 
do more to compensate for staffing decreases, 
including managing more clients and cover-
ing additional market sectors. 

Considering these increased demands, 
asset managers are crafting compensation 
plans that tie incentives more directly to spe-
cific dollar targets and other goals, per the 
report. The ongoing shift to passive is also 
forcing some firms and active managers to 
differentiate themselves through innovative 
products and strategies to prove their worth.

“You find a need, you fill the need, you 
get paid. If you aren’t finding a need, your 
fees have to come down,” Christopher Zook, 
chairman and founder of CAZ Investments, 
told Money Management Executive. “As an 
industry, we have to learn each year how to 
add more value, so that people don’t ask at 
an investment meeting if we were worth the 
money.” 

ETF STRUCTURE
The passive movement has been a boon 

to ETFs, which saw inflows of approxi-

mately $476 billion in 2017, according to 
ETF.com. Passive ETF products saw the 
largest inflows.   

Kevin Quigg, chief strategist at Expo-
nential ETFs, explains that compensation 
structure in ETFs comes with its own  
challenges. 

“Unlike mutual funds and separate ac-
counts, whose sales go directly through 
the asset manager, ETFs are bought and 
sold on the exchange,” he says. “Track-
ing any individual sale is akin to tracking 
down who bought shares of Microsoft on 
any given day.” 

He continues, “The key to successful 
ETF compensation plans is developing a 
framework that replaces rewarding indi-
vidual achievement with broader firm and 
product success by expanding the number 
of distribution roles with skin in the game.”

As a result, he explains, all contributors 
to the sales cycle will have an incentive to 
see fund and firm growth.

REWARDING TECH EXPERTISE
Financial firm employees with tech ex-

pertise, particularly in data and analytics, 
may find themselves in a favorable com-
pensation position, the Greenwich study 
noted, as their talents are increasingly  
coveted. 

Firms are demonstrating willingness to 
give hefty pay boosts to particularly talent-
ed young tech experts. However, “these big 
jumps are still cheap relative to the much big-
ger compensation packages required to retain 

COMPENSATION 
from page 1

Source: Business Insider, SumZero
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more-senior employees,” said Johnson Asso-
ciates managing director Francine McKenzie 
in the report.

LOCATION, LOCATION, LOCATION
A shift may be afoot in cost-of-living pay 

structures, the study found.       
While asset management firms have gen-

erally maintained a more across-the-board 
pay structure, the research showed that, over 
the past year, firms are increasingly consid-
ering location when it comes to constructing 
compensation plans.   

This means higher base salaries may be the 
norm in more-costly areas, such as New York 
and San Francisco, than they are in, say, Kan-
sas City, Missouri. 

This trend applies not only to investment 
managers but to client services and technology  
employees.

A DELINKING
Strong investment results may not always 

be enough to boost managers’ compensation, 
noted the study. 

The cost-cutting trend among asset man-
agement firms may lead to “tough compen-
sation discussions” however strong overall 
investment performance may be.   

On average, organization and department 
performance were perceived as the largest 
drivers of incentive compensation, at around 
55% to 75% of individual incentives in 2016. 

Individual investment performance dic-
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mately $476 billion in 2017, according to 
ETF.com. Passive ETF products saw the 
largest inflows.   

Kevin Quigg, chief strategist at Expo-
nential ETFs, explains that compensation 
structure in ETFs comes with its own  
challenges. 

“Unlike mutual funds and separate ac-
counts, whose sales go directly through 
the asset manager, ETFs are bought and 
sold on the exchange,” he says. “Track-
ing any individual sale is akin to tracking 
down who bought shares of Microsoft on 
any given day.” 

He continues, “The key to successful 
ETF compensation plans is developing a 
framework that replaces rewarding indi-
vidual achievement with broader firm and 
product success by expanding the number 
of distribution roles with skin in the game.”

As a result, he explains, all contributors 
to the sales cycle will have an incentive to 
see fund and firm growth.

REWARDING TECH EXPERTISE
Financial firm employees with tech ex-

pertise, particularly in data and analytics, 
may find themselves in a favorable com-
pensation position, the Greenwich study 
noted, as their talents are increasingly  
coveted. 

Firms are demonstrating willingness to 
give hefty pay boosts to particularly talent-
ed young tech experts. However, “these big 
jumps are still cheap relative to the much big-
ger compensation packages required to retain 

Source: Business Insider, SumZero
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more-senior employees,” said Johnson Asso-
ciates managing director Francine McKenzie 
in the report.

LOCATION, LOCATION, LOCATION
A shift may be afoot in cost-of-living pay 

structures, the study found.       
While asset management firms have gen-

erally maintained a more across-the-board 
pay structure, the research showed that, over 
the past year, firms are increasingly consid-
ering location when it comes to constructing 
compensation plans.   

This means higher base salaries may be the 
norm in more-costly areas, such as New York 
and San Francisco, than they are in, say, Kan-
sas City, Missouri. 

This trend applies not only to investment 
managers but to client services and technology  
employees.

A DELINKING
Strong investment results may not always 

be enough to boost managers’ compensation, 
noted the study. 

The cost-cutting trend among asset man-
agement firms may lead to “tough compen-
sation discussions” however strong overall 
investment performance may be.   

On average, organization and department 
performance were perceived as the largest 
drivers of incentive compensation, at around 
55% to 75% of individual incentives in 2016. 

Individual investment performance dic-

tated at least 25% of incentive awards.
However, given the industry’s increas-

ing push into expensive tech and expansion 
into new products and distribution channels, 
“the resulting margin pressure is forcing as-
set managers to manage costs aggressively 
throughout their firms. And for most firms, 
one of the primary costs is compensation,” 
said Greenwich Associate Director William 
Llamas in the report. 

“What we are experiencing — and what 
many more professionals will experience [in 
2018] — is the delinking of investment results 
and compensation,” he added.  

THE RETURN OF VOLATILITY 
Volatility returned to the financial markets 
in the first quarter of 2018. U.S. stock funds 
overall experienced outflows of over $63 bil-
lion, according to data cited from Trim Tabs, 
and the S&P 500, Dow and Nasdaq started 
the second quarter in correction territory. 

When asked by Money Management Exec-
utive about the effect of renewed volatility on 
compensation, Llamas referenced the indus-
try advantage such activity can have, partic-
ularly with those in the active management 
space. “Market volatility and performance 
will continue to have a positive effect and be 
the biggest driver of asset management com-
pensation moving forward,” he said. 

“However,” he added, “increasing pres-
sure from fee reductions and continu-
ous investment in technology may com-

press compensation, regardless of market  
activity.”

Speaking on the ETF market, Quigg 
notes that volatility and market correc-
tions have both a macro and micro effect 
on compensation.

“From a macro level, volatility — and 
particularly market downturns — adversely 
affect fund asset levels upon which revenue, 
and ultimately incentive compensation, are 
based,” he says. “We have seen hints of this al-
ready with ETFs experiencing flow challeng-
es for the first time in quite a while.”

The past two months saw the first consec-
utive ETF outflow activity since 2008, with 
$4.4 billion in February and $2.7 billion in 
March, according to data from ETF.com. 

From a micro level, Quigg says, “vol-
atility and downturns weather-proof a 
compensation plan in that plans designed 
to promote positive behavior, including 
the retention of assets, will align firm and 
salesperson behavior. Plans that are over-
ly reliant upon new asset growth will be  
challenged.”

LOOKING AHEAD
Johnson’s McKenzie, while noting firms’ 

continued fee and product pressures, is 
generally optimistic about the immediate 
compensation outlook.  

“Even with the recent market volatility, 
we continue to forecast a positive outlook 
for 2018 asset management compensation, 
which would build on the significant pay 
levels delivered in 2017,” she told Money 
Management Executive, while noting the 
trajectory could change if there is a sus-
tained and deep downturn.  

“With increased market and sector vola-
tility, we are likely to see more outliers, de-
pending on strategy and focus, than we did 
in 2017, where many boats rose in tandem 
with the market,” she says. “Those in the 
industry that would especially benefit from 
volatility would be the large brokers whose 
advice and guidance during turbulence is 
often sought.”

Overall, she adds, despite the challeng-
es, “large asset management firms are well- 
managed, positioned and structured, and 
will continue to offer real career and com-
pensation opportunities.”  MME  
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REGULATION

penheimerFund’s beta solutions business. 
“There’s always a risk that someone does the 
wrong thing so, ‘How do you mitigate that 
risk?’ is the right way of thinking about it.”

Since the first ETF started trading 25 years 
ago, they’ve exploded into a $3.4 trillion in-
dustry of more than 80 U.S. providers. There 
was no ETF-specific rule when they began, 
so they operated under an exemption to the 
Investment Company Act of 1940. Little has 
changed since then, even as they’ve become 
bigger and more complex and have drifted 
away from mutual funds. So adapting regu-
lations to the new ETF industry was all but 
inevitable. But do the benefits for issuers and 
investors outweigh the potential costs?

FLEXIBLE BASKETS
The SEC declined to comment. Dalia Blass, 

who leads the regulator’s investment manage-
ment division, said in a speech last week that 
“delivering a recommendation to the Com-
mission for a rule is a high priority for the 
division, and our ETF team is hard at work.”

Both issuers and investors are intended to 
benefit from the provision, which makes it 
easier for managers to choose the securities 
for their ETFs when they issue new shares 
and those they surrender when they destroy 
shares. While early adopters such as Black-
Rock and State Street already have some flex-
ibility as to which securities they can admit 

or distribute, known as creating a custom 
basket, more recent issuers have to stick to a 
pro-rata slice of their portfolio.

This has put the newcomers at a disadvan-
tage, as managers are forced to accept securi-
ties they already own or cash — both of which 
can hurt the end-investor if they’re traded for, 
or invested in, other securities. There’s also a 
tax hit during redemptions. Bond funds in 
particular suffer under this regime, as debt 
instruments can be hard to find and difficult 
to trade. These strategies house less than 20% 
of assets in U.S. ETFs.

“The benefit of the custom basket is the tax 
efficiencies it can generate,” said Stacy Fuller, 
a partner at K&L Gates. “The division recog-
nizes the necessity of leveling the competitive 
playing field for all ETF issuers, and they’ve 
really educated themselves on the value of 
custom baskets for ETF shareholders and be-
come less wary as a result of having undertak-
en that education on the potential for custom 
baskets to be abused.”

‘That wariness had governed the SEC’s 
thinking for years and gets to the heart 
of how ETFs work. ETF issuers rely on a 
group of middlemen known as authorized 
participants to supply the baskets of secu-
rities that they then add to their funds. If 
these baskets were flexible, the concern is 
that a small ETF might be tempted to ac-
cept less-than-perfect securities from these 
banks and electronic traders in exchange 
for much-needed assets. Another could be 

persuaded to deliver better securities from 
the fund to a broker that it relies on for 
business. This is known as “dumping” or 
“cherry picking.”

“They are concerned about situations 
where an authorized participant exerts power 
over an ETF,” Jane Heinrichs, associate gen-
eral counsel at ICI, an industry association for 
mutual funds and ETFs, said of the SEC. “But 
there are enough other belts and suspenders 
that take care of that. If you show favoritism 
to one authorized participant, it’s not going to 
be a long-term game.”

CONTROLS, OVERSIGHT
Bad behavior would likely increase a 

fund’s tracking error — the margin by which 
its performance diverges from that of its in-
dex — prompting investors to move their 
money elsewhere. Manager compensation is 
also often linked to how closely an ETF tracks 
its underlying index, discouraging abuse.

Nevertheless, the regulator could intro-
duce measures to mitigate this unintended 
byproduct of reform, such as requiring ETFs 
to spell out their policies on flexible baskets, 
which the board would then approve with 
oversight from directors or the fund’s chief 
compliance officer. (Boards already act as 
fiduciaries and monitor each fund’s manage-
ment on behalf of shareholders.)

The proposed rule will likely be released by 
October and the public and industry invited 
to give feedback. Comment periods typically 
last around 30 to 90 days, after which regula-
tions are finalized and a compliance date set.

So far, ETF players are united in their sup-
port of flexible baskets. Both Goldman Sachs 
Group and Oppenheimer — which can’t cur-
rently use custom baskets — petitioned the 
SEC for a change to the rules last year, along 
with Pimco and Nuveen. BlackRock’s Mark 
Wiedman, global head of the company’s ETF 
business, said in October he would support a 
single rule governing plain-vanilla ETFs.

“Everybody is on the same side of the ta-
ble — both the haves and the have-nots,” Op-
penheimer’s Haghbin said. “You could see 
the market opening up, you could see more 
competitors having success. I consider it to 
be one of the key decisions around helping 
the fixed-income ETF market continue to  
succeed.” — Bloomberg News  MME  

ANALYSIS

streamline the firm’s efficiency, assign interns 
a combination of daily tasks and longer-term 
projects to work on. Internship programs can 
also serve as an effective medium for firms to 
learn more about their own processes from 
an outsider’s perspective. 

Ask interns to present their learnings and 
recommendations at the end of the semester 
on how the firm can improve their day-to-day 
processes; this lends fresh new perspectives 
to how your firm can implement changes. In 
addition to boosting their confidence before 
they embark on their professional journeys, 
an end-of-semester presentation allows firms 
to learn new technologies and tools that can 
help streamline their workload. 

2. FIND PROSPECTIVE EMPLOYEES
The $30 trillion wealth transfer from baby 

boomers to millennials expected to take place 
over the next few decades is causing a stir 
among asset managers. While wealth transfer 
may open new doors for managers, it brings 
one of the biggest and most taxing challenges 

— client retention. 
One prudent strategy to tackle this issue is 

hiring young professionals. For firms that are 
looking to hire the cream of the crop among 
college grads, an internship program can 
build the perfect pipeline to recruit talented 
young professionals to meet the future needs 
of the industry. 

Hiring an intern as a full-time employee 
also saves the time required for training, be-
cause they’ll know your business better than 
most seasoned industry professionals by the 
end of their internship. 

Successful internship programs identify 
the best and brightest students to staff avail-
able positions. But it can be difficult to know 
who is the best fit and who will accept an offer 
of a full-time position. 

Below are some steps to help ensure you’ve 
identified the perfect match for your firm:

• It’s easy for interns to get motivated when 
they are given interesting assignments. But 
watch them carefully with mundane tasks 
— if they are cheerful, motivated and eager 
to work hard on some tedious tasks, this is a 
clear testament of their dedication and com-
mitment to succeeding at your firm.  

ETF 
from page 1

INTERNSHIPS 
from page 1

Source: Bloomberg News
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REGULATION

persuaded to deliver better securities from 
the fund to a broker that it relies on for 
business. This is known as “dumping” or 
“cherry picking.”

“They are concerned about situations 
where an authorized participant exerts power 
over an ETF,” Jane Heinrichs, associate gen-
eral counsel at ICI, an industry association for 
mutual funds and ETFs, said of the SEC. “But 
there are enough other belts and suspenders 
that take care of that. If you show favoritism 
to one authorized participant, it’s not going to 
be a long-term game.”

CONTROLS, OVERSIGHT
Bad behavior would likely increase a 

fund’s tracking error — the margin by which 
its performance diverges from that of its in-
dex — prompting investors to move their 
money elsewhere. Manager compensation is 
also often linked to how closely an ETF tracks 
its underlying index, discouraging abuse.

Nevertheless, the regulator could intro-
duce measures to mitigate this unintended 
byproduct of reform, such as requiring ETFs 
to spell out their policies on flexible baskets, 
which the board would then approve with 
oversight from directors or the fund’s chief 
compliance officer. (Boards already act as 
fiduciaries and monitor each fund’s manage-
ment on behalf of shareholders.)

The proposed rule will likely be released by 
October and the public and industry invited 
to give feedback. Comment periods typically 
last around 30 to 90 days, after which regula-
tions are finalized and a compliance date set.

So far, ETF players are united in their sup-
port of flexible baskets. Both Goldman Sachs 
Group and Oppenheimer — which can’t cur-
rently use custom baskets — petitioned the 
SEC for a change to the rules last year, along 
with Pimco and Nuveen. BlackRock’s Mark 
Wiedman, global head of the company’s ETF 
business, said in October he would support a 
single rule governing plain-vanilla ETFs.

“Everybody is on the same side of the ta-
ble — both the haves and the have-nots,” Op-
penheimer’s Haghbin said. “You could see 
the market opening up, you could see more 
competitors having success. I consider it to 
be one of the key decisions around helping 
the fixed-income ETF market continue to  
succeed.” — Bloomberg News  MME  

ANALYSIS

streamline the firm’s efficiency, assign interns 
a combination of daily tasks and longer-term 
projects to work on. Internship programs can 
also serve as an effective medium for firms to 
learn more about their own processes from 
an outsider’s perspective. 

Ask interns to present their learnings and 
recommendations at the end of the semester 
on how the firm can improve their day-to-day 
processes; this lends fresh new perspectives 
to how your firm can implement changes. In 
addition to boosting their confidence before 
they embark on their professional journeys, 
an end-of-semester presentation allows firms 
to learn new technologies and tools that can 
help streamline their workload. 

2. FIND PROSPECTIVE EMPLOYEES
The $30 trillion wealth transfer from baby 

boomers to millennials expected to take place 
over the next few decades is causing a stir 
among asset managers. While wealth transfer 
may open new doors for managers, it brings 
one of the biggest and most taxing challenges 

— client retention. 
One prudent strategy to tackle this issue is 

hiring young professionals. For firms that are 
looking to hire the cream of the crop among 
college grads, an internship program can 
build the perfect pipeline to recruit talented 
young professionals to meet the future needs 
of the industry. 

Hiring an intern as a full-time employee 
also saves the time required for training, be-
cause they’ll know your business better than 
most seasoned industry professionals by the 
end of their internship. 

Successful internship programs identify 
the best and brightest students to staff avail-
able positions. But it can be difficult to know 
who is the best fit and who will accept an offer 
of a full-time position. 

Below are some steps to help ensure you’ve 
identified the perfect match for your firm:

• It’s easy for interns to get motivated when 
they are given interesting assignments. But 
watch them carefully with mundane tasks 
— if they are cheerful, motivated and eager 
to work hard on some tedious tasks, this is a 
clear testament of their dedication and com-
mitment to succeeding at your firm.  

• Understand and identify an intern’s 
unique skill set and offer them projects that 
further refine their prowess. Appreciation al-
ways goes a long way. If interns do well, com-
mend them for their excellent job and invite 
them back next semester. If they are graduat-
ing, encourage them to apply for a full-time 
position. This shows how the firm is commit-
ted to supporting their blossoming career. 

• Given the competitive landscape of en-
try-level positions, it is important to build a 
significant salary structure for next-gen pro-
fessionals — providing them with definitive 

and encouraging benefit plans. 
Once they become employees, it’s a good 

idea to invest in their continuing education, if 
possible. While investing in employees’ edu-
cation isn’t an option for all asset managers 
due to cost, it’s always valuable for students 
and allows them to vet out their potential 
growth in the firm. 

3. MENTORSHIP
The financial services industry is rapidly 

evolving with every passing day — regulato-
ry obligations, technological developments, 
growing client needs and expectations are 
always changing. 

This makes it hard for firms to find the 
time to spend on developing solid training 
programs for new asset managers and teach-
ing them the crucial traits to become a suc-
cessful professional. 

What most organizations fail to under-
stand is that they can teach young profession-
als, serve clients and retain intellectual capital 
all by investing in mentorship programs. 

A successful mentorship program can 
be beneficial for everyone involved — se-
nior professionals can learn how to adapt 
to emerging skill sets such as learning cut-

ting-edge technology and understanding 
analytics, and young asset managers can gain 
the basic aptitude that forms a strong founda-
tion for a successful career. 

I believe every organization must build out 
their company culture to define how employ-
ees get motivated and inspired every day. 

In our profession, it’s easy for young bud-
ding professionals to get distracted by the 
humdrum of the routine, and for senior asset 
managers to become complacent with their 
traditional strategies and methodologies. 

A mentorship program is a stepping stone 

to build bridges and open lines of commu-
nication between these demographics, and 
help them contribute in a meaningful way to 
each other’s careers. It allows them to tap the 
unique tacit knowledge within multi-genera-
tional professionals that they may have never 
been exposed to before — and empowers you 
to understand how people at different levels 
of their professional life process information. 

One easy way to kick-start a mentorship 
program is to pair senior professionals with 
young new hires and schedule regular meet-
ings where they not only discuss the firm 
and its developments but also how they per-
ceive evolving ideas, concerns and challenges  
differently.

We all need to think about how to make 
a concerted effort to not only attract the best 
talent to join the industry but to also train 
and nurture these fledglings to explore new 
horizons and skill sets that will benefit the 
overall development of the industry — and 
help us evolve.  MME  

Patrick Sweeny is the principal and 
co-founder of Symmetry Partners, a 
Glastonbury, Connecticut-based asset man-
agement firm. 

“An internship program can build the 
perfect pipeline to recruit talented young 
professionals to meet the future needs of the 
industry.” 

Symmetry Partners Principal Patrick Sweeny

INTERNSHIPS 
from page 1
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DATA SHOWCASE

Ticker 1-Yr. % Returns 3-Yr. % Annualized 
Returns

Expense
Ratio

Net Assets 
(millions)

JHancock Regional Bank B FRBFX 14.42 19.82 1.94% $2,280.61 

HCM Dividend Sector Plus R HCMZX 12.70 15.99 1.86% $374.59 

Fidelity Select Banking FSRBX 14.91 15.54 0.79% $829.97 

Parnassus Endeavor Investor PARWX 15.70 13.51 0.95% $5,408.19 

Towle Deep Value TDVFX 3.11 12.55 1.20% $124.68 

Matthews Korea Investor MAKOX 21.85 12.51 1.15% $217.30 

Davis Financial A RPFGX 15.42 12.40 0.92% $1,443.25 

Fidelity Select Chemicals FSCHX 13.94 12.21 0.80% $1,796.56 

Fidelity Advisor Financial Services I FFSIX 19.41 12.19 0.84 $522.00 

Fidelity Select Financial Services Port FIDSX 19.50 12.15 0.77% $1,307.71 

Fidelity Select Insurance Port FSPCX 9.85 11.90 0.80% $341.71 

Toreador Core Investor TORLX 21.94 11.55 1.20% $178.21 

Guggenheim StylePlus - Large Core A SECEX 16.06 11.48 1.45% $223.38 

DFA Emerging Markets Small Cap I DEMSX 19.94 11.05 0.73% $7,869.17 

AllianzGI NFJ Mid-Cap Value C PQNCX 16.95 11.00 1.74% $1,173.38 

JHancock Financial Industries A FIDAX 12.11 10.99 1.32% $957.45 

Pioneer Equity Income A PEQIX 10.20 10.91 1.02% $2,360.99 

DFA US Large Cap Value III DFUVX 14.06 10.90 0.13% $3,898.78 

DFA US Large Cap Value II DFCVX 14.01 10.88 0.14% $186.57 

Royce Opportunity Invmt RYPNX 17.82 10.87 1.19% $1,606.78 
 
Data as of 3/19/18 Source: Morningstar Direct

Despite concerns that value and growth strategies have become 
outdated, it turns out the top-performing value mutual funds bested 
the S&P 500. Those results, however, come at a price. 

While average expense ratios were over 100 basis points, these 
funds had an average return of 12.52% over the last three years, edging 
out the S&P 500, which returned 11.28% over the same period. 

“The interesting thing about examining returns of value funds, or 
any style for that matter, is the wide dispersion in returns that you can 

Value strategy mutual funds with the best 3-year returns
How do you implement an effective pub-

lic relations strategy for an ETF? Like most 
strategies, effective messaging and tailored 
content are the most important things you 
can do when utilizing PR.  

There is no general script that can be writ-
ten and rehashed. Many spokespeople can 
fall into the trap of describing their ETF just 
as it is printed on the prospectus.  

Like selling a car, you can read the specifi-
cations to whomever you’re selling to, but that 
won’t convince them to buy your product. It 
sometimes gives us basic information, but it 
doesn’t tell us why we should care. 

DIFFERENT FEATURES FOR DIFFERENT FOLKS
Knowing your target audience and talking 

about how your fund fits their investment 
strategy will give you authority with a niche 
audience. A good example of this is the 
VanEck Vectors Green Bond ETF (GRNB). 
VanEck was one of several firms quoted in 
a January New York Times article on ESG 
investing, headlined: Cutting Carbon Emis-
sions While Earning Cash.  

Within one paragraph, the message, goal 
and function were condensed into simple, 
understandable terms.  They managed to gain 
exposure to their niche audience, detail their 
general investment strategy and explain why 
their ETF is a great general option for U.S. 
investors looking to diversify their portfolio.

ESG funds may be more theme-oriented 
than the average ETF, but every fund has a 
community of investors who would be inter-
ested. Once you know who these people are, 
it’s all about distinguishing your fund from 
the competitors with consistent messaging.

GOING UNDER THE HOOD
When comparing your product to others 

in its theme, some may believe it’s essential to 
go “under the hood” to highlight what makes 
a product unique, and ultimately what it’s 
best used for.  

Comparing the SPDR S&P 500 ETF 
Trust (SPY) and the Vanguard S&P 500 ETF 
(VOO), you can see this play out. Both ETFs 
track the S&P 500, so the small details of each 
would make all the difference. SPY has great 

liquidity and is one of best-known ETFs on 
the market, but VOO’s expense ratio is lower 
and it reinvests interim cash, unlike SPY. 

Each fund has its own key features, and 
depending on how they are presented, each 
investor will go with the product they feel 
works best for their strategy. 

GETTING THE RIGHT MESSAGE
You might like to highlight what makes 

your product unique, but unless you have 
consistent messaging, there won’t be much of 
an opportunity aside from trends with which 
the fund might be associated. After the furor 

surrounding a trend slows down, media ex-
posure about a fund’s features has the poten-
tial to grind to a halt. 

Getting around this means you need to 
be versatile and utilize a message for your 
ETF that can easily apply to a wide variety of 
topics. By doing this, you open your spokes-
person up for more opportunities to be in-
terviewed, and, in turn, promote your ETF 
through coverage. If you’re asked about a 
specific holding in your portfolio, you should 
not only be able to speak to that holding’s per-
formance, but also to why it’s an indicator of 
success for your formula/strategy. 

With 60% of the ETF market dominated 
by big-name companies, gaining exposure 
like this is crucial for a boutique firm to be 
recognized. Needless to say, a large compo-
nent of how your product is promoted relies 
on some key messages. If you think you have 
the right spokesperson in mind, make sure 
they can answer these questions: 

• Why is your ETF superior?
• How is it constructed?
• What are its largest holdings?

• Who is the ETF’s ideal shareholder?
• Why should we invest now?
If they can answer all of these questions, 

you’re on the right track to getting the news 
coverage that will help grow your fund. 

UTILIZING YOUR SPOKESPERSON
There is one other thing that needs con-

sideration: Is your spokesperson  available to 
talk on trending stories? If you have a spokes-
person who is frequently unavailable or can 
only speak on a very narrow selection of 
topics, you limit your ability to get publicity, 
and your product won’t get the promotion it 

deserves. A pyramid can’t be built without 
laying down some bricks, and you can’t build 
exposure if you don’t take any interviews.

LEVERAGING YOUR MEDIA EXPOSURE
The impact of a good PR strategy is com-

pounded when the firm utilizes the news 
coverage they get.  Making your media clips 
readily available through your website, social 
media and other distribution networks will 
add extra coverage and help build your credi-
bility as an authority.   

This also allows for potential investors to 
access more information about your firm’s 
outlook. Look at any major fund’s website 
and you’ll find a clear link to their presence 
in the news.  With a good story, flexibility 
and versatility, your ETF can be just as recog-
nizable nationally as the multibillion-dollar 
funds.  Public relations is a tool, and like any 
tool, it matters how you use it. MME  

Kathryn Morrison is the founder and CEO 
of public relations and communications firm 
SunStar Strategic.

Best strategies for marketing your ETFs
By Kathryn Morrison

COMMENTARY

 “If you have a spokesperson who is 
frequently unavailable or can only speak on 
a very narrow selection of topics, you limit 
your ability to get publicity, and your product 
won’t get the promotion it deserves.”

SunStar Strategic CEO Kathryn Morrison
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DATA SHOWCASE

Ticker 1-Yr. % Returns 3-Yr. % Annualized 
Returns

Expense
Ratio

Net Assets 
(millions)

JHancock Regional Bank B FRBFX 14.42 19.82 1.94% $2,280.61 

HCM Dividend Sector Plus R HCMZX 12.70 15.99 1.86% $374.59 

Fidelity Select Banking FSRBX 14.91 15.54 0.79% $829.97 

Parnassus Endeavor Investor PARWX 15.70 13.51 0.95% $5,408.19 

Towle Deep Value TDVFX 3.11 12.55 1.20% $124.68 

Matthews Korea Investor MAKOX 21.85 12.51 1.15% $217.30 

Davis Financial A RPFGX 15.42 12.40 0.92% $1,443.25 

Fidelity Select Chemicals FSCHX 13.94 12.21 0.80% $1,796.56 

Fidelity Advisor Financial Services I FFSIX 19.41 12.19 0.84 $522.00 

Fidelity Select Financial Services Port FIDSX 19.50 12.15 0.77% $1,307.71 

Fidelity Select Insurance Port FSPCX 9.85 11.90 0.80% $341.71 

Toreador Core Investor TORLX 21.94 11.55 1.20% $178.21 

Guggenheim StylePlus - Large Core A SECEX 16.06 11.48 1.45% $223.38 

DFA Emerging Markets Small Cap I DEMSX 19.94 11.05 0.73% $7,869.17 

AllianzGI NFJ Mid-Cap Value C PQNCX 16.95 11.00 1.74% $1,173.38 

JHancock Financial Industries A FIDAX 12.11 10.99 1.32% $957.45 

Pioneer Equity Income A PEQIX 10.20 10.91 1.02% $2,360.99 

DFA US Large Cap Value III DFUVX 14.06 10.90 0.13% $3,898.78 

DFA US Large Cap Value II DFCVX 14.01 10.88 0.14% $186.57 

Royce Opportunity Invmt RYPNX 17.82 10.87 1.19% $1,606.78 
 
Data as of 3/19/18 Source: Morningstar Direct

Despite concerns that value and growth strategies have become 
outdated, it turns out the top-performing value mutual funds bested 
the S&P 500. Those results, however, come at a price. 

While average expense ratios were over 100 basis points, these 
funds had an average return of 12.52% over the last three years, edging 
out the S&P 500, which returned 11.28% over the same period. 

“The interesting thing about examining returns of value funds, or 
any style for that matter, is the wide dispersion in returns that you can 

find,” says Dana D’Auria, managing director at Symmetry Partners, a 
Glastonbury, Connecticut-based asset management firm. “Theoreti-
cally, if managers are seeking exposure to the same style, you might 
expect that they will perform relatively similarly in any given year. But 
we find that that is not necessarily the case because broad themes like 
value leave a lot of room for interpretation.”  

Funds with less than $100 million in assets, institutional funds and 
investment minimums over $100,000 were excluded from this list. MME  

Value strategy mutual funds with the best 3-year returns
• Who is the ETF’s ideal shareholder?
• Why should we invest now?
If they can answer all of these questions, 

you’re on the right track to getting the news 
coverage that will help grow your fund. 

UTILIZING YOUR SPOKESPERSON
There is one other thing that needs con-

sideration: Is your spokesperson  available to 
talk on trending stories? If you have a spokes-
person who is frequently unavailable or can 
only speak on a very narrow selection of 
topics, you limit your ability to get publicity, 
and your product won’t get the promotion it 

deserves. A pyramid can’t be built without 
laying down some bricks, and you can’t build 
exposure if you don’t take any interviews.

LEVERAGING YOUR MEDIA EXPOSURE
The impact of a good PR strategy is com-

pounded when the firm utilizes the news 
coverage they get.  Making your media clips 
readily available through your website, social 
media and other distribution networks will 
add extra coverage and help build your credi-
bility as an authority.   

This also allows for potential investors to 
access more information about your firm’s 
outlook. Look at any major fund’s website 
and you’ll find a clear link to their presence 
in the news.  With a good story, flexibility 
and versatility, your ETF can be just as recog-
nizable nationally as the multibillion-dollar 
funds.  Public relations is a tool, and like any 
tool, it matters how you use it. MME  

Kathryn Morrison is the founder and CEO 
of public relations and communications firm 
SunStar Strategic.

Best strategies for marketing your ETFs

COMMENTARY

 “If you have a spokesperson who is 
frequently unavailable or can only speak on 
a very narrow selection of topics, you limit 
your ability to get publicity, and your product 
won’t get the promotion it deserves.”

SunStar Strategic CEO Kathryn Morrison
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Mutual fund flows  
($ millions)

ETF flows  
($ millions)

SCORECARD

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
03/28/2018 -11,926 -12,554 628 -1,311 465 336 129 -332 -13,104

03/21/2018 -13,766 -17,107 3,341 151 5,315 4,546 769 938 -7,363

03/14/2018 25,210 19,062 6,148 -611 8,446 7,743 703 30 33,074

03/07/2018 -6,440 -10,973 4,533 -500 1,524 1,310 214 210 -5,207

Monthly net new cash flow
02/28/2018 -19,389 -41,334 21,946 -3,717 1,774 2,786 -1,012 681 -20,651

01/31/2018 54,200 10,777 43,423 -664 56,779 46,322 10,457 1,724 112,040

12/31/2017 8,931 -9,066 17,997 -3,697 19,158 19,491 -333 -528 23,864

11/30/2017 13,723 -4,429 18,152 -3,366 21,628 19,819 1,809 -444 31,542

10/31/2017 23,928 3,152 20,776 -2,458 38,759 36,163 2,595 -747 59,482

09/30/2017 653 -9,782 10,435 -2,589 36,463 33,476 2,987 1,733 36,260

08/31/2017 -6,149 -22,775 16,626 -4,163 29,578 25,124 4,454 2,393 21,659

07/31/2017 7,402 -12,528 19,930 -2,576 31,728 29,164 2,564 -3,532 33,022

06/30/2017 21,927 -7,958 29,886 -2,754 32,681 29,420 3,260 1,528 53,381

05/31/2017 23,363 -10,760 34,123 -2,040 36,430 33,128 3,302 -449 57,304

04/30/2017 12,335 -8,278 20,613 -2,078 25,236 22,116 3,120 948 36,441

03/31/2017 24,562 9,409 15,153 -2,424 37,867 36,632 1,235 -531 59,474

02/28/2017 34,769 17,600 17,170 -552 36,025 34,026 1,999 1,867 72,110

01/31/2017 20,678 5,081 15,597 -2,485 35,543 31,061 4,482 -637 53,099

12/31/2016 23,720 18,848 4,872 -12,210 -4,142 12,190 -16,331 -3,600 3,768

11/30/2016 21,953 23,151 -1,197 -7,538 -13,284 -2,142 -11,142 -3,572 -2,441

10/31/2016 -24,010 -23,111 -899 -4,886 13,896 12,297 1,599 -87 -15,086

09/30/2016 -13,030 -5,816 -7,214 -4,111 24,670 20,671 3,999 496 8,025

08/31/2016 -12,238 -9,930 -2,308 -461 30,859 23,565 7,295 -568 17,591

07/31/2016 -2,166 441 -2,607 -1,736 33,578 26,825 6,753 2,069 31,745

06/30/2016 -14,803 -15,722 919 -3,887 16,698 9,639 7,059 4,327 2,336

05/31/2016 -19,695 -14,044 -5,651 -1,516 16,925 8,955 7,970 3,466 -820

04/30/2016 -17,054 -12,677 -4,378 428 22,114 16,291 5,824 -674 4,814

03/31/2016 11,642 7,599 4,043 3,173 29,422 23,591 5,832 2,148 46,385

02/29/2016 -4,472 -9,066 4,594 -1,435 11,915 6,616 5,299 5,664 11,672

01/31/2016 -20,171 -27,292 7,121 -10,561 7,686 2,676 5,011 2,010 -21,035

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
3/28/2018 -4,034 -1,916 -4,448 865 -783 -1,124 -2,098 -1,309 2,532 2,502 30

3/21/2018 7,468 2,046 -520 1,227 -621 88 -1,315 100 2,566 2,536 29

3/14/2018 1,887 -3,765 -6,318 -3,482 -728 -195 -1,883 -30 2,553 2,041 512

3/7/2018 5,724 2,907 -1,281 835 -549 -641 -1,176 250 4,188 3,719 469

Monthly net new cash flow
2/28/2018 -12,100 -8,369 -19,568 -1,665 -2,858 -2,634 -9,410 -3,000 11,199 9,460 1,739

1/31/2018 39,007 -7,078 -24,546 -6,914 -5,288 -2,117 -9,942 -285 17,469 13,268 4,201

12/31/2017 -28,892 -38,329 -43,096 -18,763 -4,770 -3,202 -12,383 -3,978 4,767 4,304 463

11/30/2017 -4,895 -16,441 -24,067 -5,949 -3,756 -3,439 -7,045 -3,878 7,627 6,303 1,324

10/31/2017 11,021 -15,971 -22,101 -7,360 -2,411 -2,109 -8,375 -1,846 6,130 4,962 1,169

9/30/2017 438 -21,998 -22,617 -7,548 -2,720 -2,046 -9,336 -967 618 1,372 -754

8/31/2017 -517 -16,493 -24,569 -7,242 -3,511 -2,555 -8,205 -3,056 8,075 6,650 1,425

7/31/2017 3,777 -13,782 -25,545 -10,330 -4,487 -2,242 -7,298 -1,188 11,763 11,038 726

6/30/2017 7,558 -9,412 -18,492 -13,228 -3,146 -2,291 1,918 -1,746 9,081 7,504 1,576

5/31/2017 27,288 3,144 -9,243 2,766 -2,379 -2,169 -5,234 -2,227 12,387 8,827 3,561

4/30/2017 306 -12,498 -19,556 -5,057 -4,061 -2,006 -7,056 -1,375 7,058 5,197 1,861

3/31/2017 12,553 -14,101 -13,409 -1,715 -833 -827 -7,620 -2,415 -692 -571 -121

2/28/2017 27,046 3,995 -2,694 -1,235 524 712 -2,069 -626 6,690 5,784 906

1/31/2017 11,156 -7,754 -10,936 778 -792 998 -10,606 -1,314 3,182 2,124 1,058

12/31/2016 -56,071 -33,615 -26,974 -10,891 -977 -816 -12,204 -2,085 -6,642 -5,817 -825

11/30/2016 -52,080 -27,965 -25,929 -8,244 -1,709 -293 -11,058 -4,626 -2,035 -888 -1,147

10/31/2016 -32,792 -37,928 -31,452 -8,576 -5,287 -2,541 -12,213 -2,834 -6,477 -6,258 -219

9/30/2016 -9,028 -22,398 -15,377 -152 -1,750 -1,086 -10,123 -2,265 -7,021 -6,113 -908

8/31/2016 -9,807 -32,287 -24,782 -5,504 -3,355 -1,711 -12,753 -1,459 -7,505 -7,276 -229

7/31/2016 -15,129 -37,685 -31,253 -11,922 -5,015 -3,382 -9,045 -1,889 -6,432 -6,239 -192

6/30/2016 -14,369 -18,895 -14,871 1,099 -4,486 -1,576 -7,812 -2,095 -4,024 -4,027 2

5/31/2016 -5,589 -17,369 -17,342 -4,178 -3,363 -1,188 -7,098 -1,516 -27 -1,217 1,190

4/30/2016 -4,520 -23,767 -19,455 -5,800 -3,381 -2,405 -7,327 -542 -4,312 -3,413 -899

3/31/2016 14,661 -9,971 -9,814 -5,473 -1,428 87 -2,661 -338 -157 1,307 -1,464

2/29/2016 8,492 8,779 -2,332 2,072 -2,871 -351 -525 -657 11,111 10,509 602

01/31/2016 -20,729 -4,927 -15,549 5,587 -5,958 -2,887 -7,339 -4,952 10,622 10,862 -239

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

SCORECARD

Source: Investment Company InstituteSource: Investment Company Institute

WorldDomestic
Equity
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Mutual fund flows  
($ millions)

ETF flows  
($ millions)

SCORECARD

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
03/28/2018 -11,926 -12,554 628 -1,311 465 336 129 -332 -13,104

03/21/2018 -13,766 -17,107 3,341 151 5,315 4,546 769 938 -7,363

03/14/2018 25,210 19,062 6,148 -611 8,446 7,743 703 30 33,074

03/07/2018 -6,440 -10,973 4,533 -500 1,524 1,310 214 210 -5,207

Monthly net new cash flow
02/28/2018 -19,389 -41,334 21,946 -3,717 1,774 2,786 -1,012 681 -20,651

01/31/2018 54,200 10,777 43,423 -664 56,779 46,322 10,457 1,724 112,040

12/31/2017 8,931 -9,066 17,997 -3,697 19,158 19,491 -333 -528 23,864

11/30/2017 13,723 -4,429 18,152 -3,366 21,628 19,819 1,809 -444 31,542

10/31/2017 23,928 3,152 20,776 -2,458 38,759 36,163 2,595 -747 59,482

09/30/2017 653 -9,782 10,435 -2,589 36,463 33,476 2,987 1,733 36,260

08/31/2017 -6,149 -22,775 16,626 -4,163 29,578 25,124 4,454 2,393 21,659

07/31/2017 7,402 -12,528 19,930 -2,576 31,728 29,164 2,564 -3,532 33,022

06/30/2017 21,927 -7,958 29,886 -2,754 32,681 29,420 3,260 1,528 53,381

05/31/2017 23,363 -10,760 34,123 -2,040 36,430 33,128 3,302 -449 57,304

04/30/2017 12,335 -8,278 20,613 -2,078 25,236 22,116 3,120 948 36,441

03/31/2017 24,562 9,409 15,153 -2,424 37,867 36,632 1,235 -531 59,474

02/28/2017 34,769 17,600 17,170 -552 36,025 34,026 1,999 1,867 72,110

01/31/2017 20,678 5,081 15,597 -2,485 35,543 31,061 4,482 -637 53,099

12/31/2016 23,720 18,848 4,872 -12,210 -4,142 12,190 -16,331 -3,600 3,768

11/30/2016 21,953 23,151 -1,197 -7,538 -13,284 -2,142 -11,142 -3,572 -2,441

10/31/2016 -24,010 -23,111 -899 -4,886 13,896 12,297 1,599 -87 -15,086

09/30/2016 -13,030 -5,816 -7,214 -4,111 24,670 20,671 3,999 496 8,025

08/31/2016 -12,238 -9,930 -2,308 -461 30,859 23,565 7,295 -568 17,591

07/31/2016 -2,166 441 -2,607 -1,736 33,578 26,825 6,753 2,069 31,745

06/30/2016 -14,803 -15,722 919 -3,887 16,698 9,639 7,059 4,327 2,336

05/31/2016 -19,695 -14,044 -5,651 -1,516 16,925 8,955 7,970 3,466 -820

04/30/2016 -17,054 -12,677 -4,378 428 22,114 16,291 5,824 -674 4,814

03/31/2016 11,642 7,599 4,043 3,173 29,422 23,591 5,832 2,148 46,385

02/29/2016 -4,472 -9,066 4,594 -1,435 11,915 6,616 5,299 5,664 11,672

01/31/2016 -20,171 -27,292 7,121 -10,561 7,686 2,676 5,011 2,010 -21,035

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
3/28/2018 -4,034 -1,916 -4,448 865 -783 -1,124 -2,098 -1,309 2,532 2,502 30

3/21/2018 7,468 2,046 -520 1,227 -621 88 -1,315 100 2,566 2,536 29

3/14/2018 1,887 -3,765 -6,318 -3,482 -728 -195 -1,883 -30 2,553 2,041 512

3/7/2018 5,724 2,907 -1,281 835 -549 -641 -1,176 250 4,188 3,719 469

Monthly net new cash flow
2/28/2018 -12,100 -8,369 -19,568 -1,665 -2,858 -2,634 -9,410 -3,000 11,199 9,460 1,739

1/31/2018 39,007 -7,078 -24,546 -6,914 -5,288 -2,117 -9,942 -285 17,469 13,268 4,201

12/31/2017 -28,892 -38,329 -43,096 -18,763 -4,770 -3,202 -12,383 -3,978 4,767 4,304 463

11/30/2017 -4,895 -16,441 -24,067 -5,949 -3,756 -3,439 -7,045 -3,878 7,627 6,303 1,324

10/31/2017 11,021 -15,971 -22,101 -7,360 -2,411 -2,109 -8,375 -1,846 6,130 4,962 1,169

9/30/2017 438 -21,998 -22,617 -7,548 -2,720 -2,046 -9,336 -967 618 1,372 -754

8/31/2017 -517 -16,493 -24,569 -7,242 -3,511 -2,555 -8,205 -3,056 8,075 6,650 1,425

7/31/2017 3,777 -13,782 -25,545 -10,330 -4,487 -2,242 -7,298 -1,188 11,763 11,038 726

6/30/2017 7,558 -9,412 -18,492 -13,228 -3,146 -2,291 1,918 -1,746 9,081 7,504 1,576

5/31/2017 27,288 3,144 -9,243 2,766 -2,379 -2,169 -5,234 -2,227 12,387 8,827 3,561

4/30/2017 306 -12,498 -19,556 -5,057 -4,061 -2,006 -7,056 -1,375 7,058 5,197 1,861

3/31/2017 12,553 -14,101 -13,409 -1,715 -833 -827 -7,620 -2,415 -692 -571 -121

2/28/2017 27,046 3,995 -2,694 -1,235 524 712 -2,069 -626 6,690 5,784 906

1/31/2017 11,156 -7,754 -10,936 778 -792 998 -10,606 -1,314 3,182 2,124 1,058

12/31/2016 -56,071 -33,615 -26,974 -10,891 -977 -816 -12,204 -2,085 -6,642 -5,817 -825

11/30/2016 -52,080 -27,965 -25,929 -8,244 -1,709 -293 -11,058 -4,626 -2,035 -888 -1,147

10/31/2016 -32,792 -37,928 -31,452 -8,576 -5,287 -2,541 -12,213 -2,834 -6,477 -6,258 -219

9/30/2016 -9,028 -22,398 -15,377 -152 -1,750 -1,086 -10,123 -2,265 -7,021 -6,113 -908

8/31/2016 -9,807 -32,287 -24,782 -5,504 -3,355 -1,711 -12,753 -1,459 -7,505 -7,276 -229

7/31/2016 -15,129 -37,685 -31,253 -11,922 -5,015 -3,382 -9,045 -1,889 -6,432 -6,239 -192

6/30/2016 -14,369 -18,895 -14,871 1,099 -4,486 -1,576 -7,812 -2,095 -4,024 -4,027 2

5/31/2016 -5,589 -17,369 -17,342 -4,178 -3,363 -1,188 -7,098 -1,516 -27 -1,217 1,190

4/30/2016 -4,520 -23,767 -19,455 -5,800 -3,381 -2,405 -7,327 -542 -4,312 -3,413 -899

3/31/2016 14,661 -9,971 -9,814 -5,473 -1,428 87 -2,661 -338 -157 1,307 -1,464

2/29/2016 8,492 8,779 -2,332 2,072 -2,871 -351 -525 -657 11,111 10,509 602

01/31/2016 -20,729 -4,927 -15,549 5,587 -5,958 -2,887 -7,339 -4,952 10,622 10,862 -239

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

SCORECARD

Source: Investment Company Institute

World
Equity
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