
SCOTT REEVES HAS FACED SO MUCH 
skepticism about what he does at U.S. Trust 
that he now welcomes the chance to chal-
lenge people’s misconceptions.

“I’m actually starting to enjoy getting the 
question” about returns on impact invest-
ing, said Reeves, a portfolio manager at the 
Bank of America wealth management unit. 

“It really gives us 
the opportunity to 
highlight the benefit 

of our approach, and why our approach can 
lead to better investment outcomes.”

The question is usually phrased with a 
negative spin: Don’t impact investments — 
which are made with the intention of foster-
ing social or environmental benefits — un-

derperform?
Put another way, don’t you have to sacri-

fice profits for purpose?
Reeves and others involved in the im-

pact sector answered with a resounding “no” 
during a recent conference titled “Diversity 
Driving Revenue” that the investment bank 
Big Path Capital hosted in New York City.

Interest in impact investing is expected to 
continue growing, fueled in part by women 
and millennials, and more financial institu-
tions are taking notice. But the idea is still 
outside the mainstream, so fittingly a por-
tion of the panel discussion with Reeves fo-
cused on the myths that participants spend 
the most time debunking. Disbelief about fi-

WILLIAM STROMBERG IS READY TO TAKE ON 
the naysayers.

Even as investors continue to abandon active-
ly managed mutual funds, the chief executive of 

T. Rowe Price is doubling 
down on stock picking. 
Stromberg, armed with a 

record that shows that the majority of the compa-
ny’s funds outperform indexes even after charging 
higher fees, is taking steps from bolstering adver-
tising to adding new products to lure clients.

“Over a market cycle, we’ll put up our results 
against passive any day of the week,” Stromberg 

T. Rowe doubles down 
on stock picking funds
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Forget Google, Keep 
Watch on Amazon

ASSET MANAGERS HAVE DEBATED HOW 
much of an impact a Silicon Valley giant like Goo-
gle could have if it were to enter the industry.

But among tech giants, Amazon’s CEO Jeff 
Bezos should be the most 
closely watched, says 
Riskalyze CEO Aaron 

Klein, arguing that it has the retail infrastructure 
and distribution to disrupt financial services.

Amazon’s multibillion acquisition of Whole 
Foods launched a wave of speculation about what 
other industries could become a target for Bezos.

Klein, whose Auburn, California-based firm 
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Impact Investing: Myth busting’s part of the job
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U.S. Trust’s impact investing team launched in 
2010 around a suite of products account for diverse 
environmental, social and governance factors.
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Brown Brothers Harriman
names fintech head

Brown Brothers Harriman promoted 
Michael McGovern to the newly creat-
ed position of head of investor services 
and fintech offerings, as custodial banks 
ramp up digital product development in 
the face of competition.

Previously a managing director and the 
chief information officer, McGovern will 
focus on data strategy and client informa-
tion delivery channels.

The new job will focus on middle-of-
fice services like hedge funds, soft-
ware tech solutions and BBH’s Info-
mediary, a message and connectivity 
engine that helps clients, their external 
service providers and internal systems 
connect simultaneously through a sin-
gle point.

Rivals BNY Mellon, Northern Trust and 
State Street have all upgraded their mid-
dle-office support offerings, including 
the expansion of their data management 
platforms.

Other custody banks, including Charles 
Schwab, TD Ameritrade, Fidelity Invest-
ments and Pershing, have broadened their 
adviser fintech offerings in the past year, 
either through internal development, part-
nerships or M&A.

The nearly 200-year-old Brown Broth-
ers said it wants to help its 250 clients to 
access, organize, transmit and use data 
more effectively.

“Mike’s experience applying informa-
tion technology across the borders of 
front, middle, and back offices is rare and 
differentiated,” Geoffrey Cook, a partner 
and head of investment operations and 
technology services, said in a press re-
lease. “It’s the kind of competence our for-
ward-thinking clients can put to use with 
today’s new and emerging technologies.”

Surging interest in bonds
boosts Pimco Income Fund

The Pimco Income Fund climbed to 
$88.9 billion in assets last month, ex-
tending its lead as the world’s largest 
actively managed fixed-income fund, ac-
cording to Bloomberg News.

Investors added a net $2.6 billion in 
June to the Income Fund (PONAX). The 
fund had net inflows of $15.6 billion in the 
first half of this year after $16.9 billion of 
new investment in all of 2016.

Bond funds have been winning cash 
amid speculation that U.S. stock prices 
may be reaching unsustainable levels.

Investors moved more than $17 billion 
into taxable-bond mutual funds in the four 
weeks through June 28 while withdrawing 
about $15 billion from domestic equity 
funds, according to the Investment Com-
pany Institute.

Fixed-income demand helps 
mutual funds outpace ETFs

U.S. mutual funds outpaced ETFs for 
the first time since February 2016 by 
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part of the fiduciary due diligence pro-
cess,” says Shelby George, the firm’s 
defined contribution practice leader.

ARRIVALS

Hartford Funds adds 
wirehouse relations manager

Gina Lombardi joins Hartford Funds’ 
wirehouse strategic relationship man-
agement team as a relationship manager, 
the firm announced.

 Lombardi is tasked with building 
Hartford’s relationships largest bro-
ker-dealer clients. She will be based out 

of Westfield, New 
Jersey, reporting to 
Eric Levinson, the 
team’s head.

Prior to joining 
the firm, Lombardi 
worked at Cohen 
& Steers. She has 
more than 12 years 
of sales and rela-
tionship manage-
ment experience. 

At Cohen & Steers, Lombardi worked 
in the independent and wirehouse bro-
ker-dealer channel.

Wells Fargo recruits
BlackRock executives

Wells Fargo Asset Management re-
cruited two BlackRock heads to its mul-
tiasset client solutions group.

At Well Fargo’s client solutions office 
in San Francisco, Kevin Kneafsey and 
Jonathan Hobbs both do research in 
portfolio risk management. 

Kneafsey is a senior investment strat-
egist. Hobbs is head of U.S. portfolio 
solutions.

Prior to joining Wells Fargo, Hobbs 
was co-head of liability driven invest-
ment at BlackRock, while Kneafsey was 
head of research for BlackRock’s multi-
asset team. He also worked as a senior 
adviser for the Schroders multiasset 
team before joining Wells Fargo.  MME 

News Scan by Sarah Martinson

NEWS SCAN

$2.6 billion, according to a study from 
Cerulli Associates.

Analysts caution that the push may 
only be temporary driven by the current 
demand for fixed income.

The monthly net flows for fixed-in-
come U.S. mutual funds remained 
steady with $29.6 billion for May. In 
comparison, the net flows for equity U.S. 
mutual funds was $17.3 billion, accord-
ing to Morningstar.

The monthly net flows for mutual 
funds was $35.6 billion for May 2017. 
For ETFs, the net flows was $33 billion, 
according to Cerulli Associates.

While mutual funds outpaced ETFs, 
ETF assets grew 2.2% reaching $2.9 
trillion. Mutual fund assets grew 1.7% 
reaching $13.6 trillion, according to Ce-
rulli Associates.

Taxable bonds had the strongest net 
flows of $26.5 billion for May. The big-
gest inflow was at Vanguard with $3.1 
billion taking 22.3% of the market share, 
according to Cerulli Associates.

PRODUCTS

Virtus offers new ETF 
Virtus ETF solutions launched an 

ETF that does not buy and sell stocks 
to maintain the portfolio’s original asset 
allocation. 

Virtus Enhanced Short U.S. Equity 
ETF (VESH), tries to outperform the total 
return of the S&P 500 index by minimiz-
ing exposure to large- and mid-cap U.S. 
equities. It sells future contracts based 
on how much impact short-term expo-
sure to low performing equities will have 
on an investor’s portfolio.  

The fund is recommended for inves-
tors who want to reduce the volatility of 
an equity investment. 

T. Rowe Price introduces 
new retirement fund 

The new Retirement Income 2020 
fund from T. Rowe Price is tailored for 
so-to-be retirees who would like to gen-
erate additional income from their retire-

ment savings. 
While the fund is designed for retir-

ees, dividends are distributed to all of the 
fund’s investors. Monthly dividends are 
calculated based on the fund’s net asset 
value over a rolling five-year time period.

The income fund is structured identi-
cally to T. Rowe Price’s standard retire-
ment 2020 fund. 

TrimTabs offers
globally focused ETF

Trim Tabs added a second free cash 
flow ETF to its offerings. 

The All Cap International Free-Cash-
Flow ETF is designed to achieve long-
term gains from non-U.S. companies 
that produce free cash flow. A propri-
etary algorithm selects from 85 compa-
nies in Europe, Asia and Canada that are 
decreasing share count and have healthy 
balance sheets. 

TrimTabs’ first ETF selected domestic 
companies with strong free cash flow 
that were cutting back share counts. 

WisdomTree launches
new smart beta fund

WisdomTree launched a multifactor 
fund that evaluates value, quality, mo-
mentum and low correlation to manage 
volatility and maintain sector neutrality.

The fund is ideal for investors who 
can tolerate greater tracking errors to 
traditional benchmarks for higher re-
turns and lower volatility.

Manning & Napier offering
funds for fiduciary rule era

Investment manager Manning & Na-
pier is promoting Collective Investment 
Trust Funds as a fiduciary rule-friendly 
product, adding another offering to its 
stable of 25 CIT funds. 

The new CIT fund has a zero reve-
nue share product with a trustee fee of 
0.25%. The companies chosen for the 
fund are selected based their free cash 
flow yield, dividend yield, dividend sus-
tainability and financial health.  

“CITs are an increasingly important 

PRODUCTS

Gina Lombardi

ARRIVALS
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nancial worthiness is one they all seemed 
to have in common.

Sunwoo Hwang, the founder and 
chief executive of Sixup, said he doesn’t 
emphasize the social mission behind his 
San Francisco startup, partly to avoid 
that extra layer of skepticism.

Sixup is an online lending plat-
form that aims to help high-achieving, 
low-income students attend four-year 
colleges. Hwang describes it as a SoFi for 
“the other 99%.”

Borrowers can get $5,000 to $15,000 a 
year to fill the gap between the financial 
aid they receive and the cost of their tui-
tion, and parents do not have to co-sign.

Sixup’s target group carries a lot 
of stigma in the financial community, 
Hwang said. “These students get lumped 
into subprime, loser prime, risky prime,” 
he said.

To get past the preconceived notions, 
Hwang started using the term “future 
prime” instead, which he said has helped 
overcome some initial resistance to his 
pitch about why these students are a 
worthwhile investment.

For Elizabeth Chou of New Markets 
Venture Partners, a bias in favor of estab-
lished funds is her biggest hurdle.

“Everyone thinks that investing with 
small managers or emerging managers is 
risky,” she said.

But large firms rely on track records 
established over the years by fund man-
agers who might no longer be involved in 
that portfolio, said Chou, who is a part-
ner at New Markets. And sometimes the 
interests of large firms do not align with 
those of investors.

“I spend my life telling people that in-
vesting with established managers is ac-
tually riskier,” she said.

Reeves is part of the socially innova-
tive investing team at U.S. Trust — S2I 
for short. It launched in 2010 around a 
suite of investing products that took onto 
account diverse environmental, social 
and governance factors, he said. But a few 
years in, U.S. Trust found that many of its 
high-net-worth clients started to “cluster” 

their attention on specific themes.
“As a result, starting in 2013, we devel-

oped two new portfolios that are much 
more focused in nature, one of which is 
called our Women and Girls Equality 
Strategy — we call it WAGES for short — 

and the second is our Human Rights and 
Recognition Strategy — which we call 
H2R for short,” Reeves said. “And those 
are really kind of extensions of our diver-
sified approach with just a greater focus 
on diversity, inclusion, social justice and 
the like.”

Despite the social goals, Reeves said 
the team is entirely data driven and gath-
ers insight from many sources. “We con-
sider ourselves to be quantitative inves-
tors really,” he said.

But two questions they ask about 
every potential investment likely dif-
fer from those of mainstream portfolio 
managers.

The first is, do companies have the 
right intentions? In other words, “do they 

have the right policies around things like 
family benefits?” Reeves asked. “Are they 
transparent about their hiring practices 
and their track record around hiring and 
promotions?”

The second is, are those policies actu-
ally leading to the right outcomes?

An emphasis on both intention and 
results helps weed out pretenders that are 
just “green washing,” Reeves said. 

“You can’t cheat the hard numbers,” 
he added.   MME 
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“[Impact investing] really gives us 
the opportunity to highlight the 
benefit of our approach, and why 
our approach can lead to better 
investment outcomes.”

Scott Reeves, portfolio manager, U.S. Trust
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said in an interview.
Stromberg is doing more than boast. 

He plans to expand the Baltimore-based 
firm’s distribution outside the U.S., create 
funds that invest in multiple asset classes 
and add data scientists to supplement the 
fundamental research the company has 
relied on for 80 years. 

Challenging indexers will be a mighty 
effort. Investors have pulled $444 billion 
from funds run by stock pickers in the last 
17 months while adding about $575 billion 
to mutual and ETFs tracking indexes.

“T. Rowe Price is a fine organiza-
tion, but the forces of nature are lined up 
against them,” said Michael Rosen, chief 
investment officer of Angeles Investment 
Advisors which oversees about $25 billion 
in passive and active strategies. “I’m not 
sure the argument will resonate.”

T. Rowe Price hasn’t been immune 
from the shift to indexing. The company 
had $2.8 billion in net redemptions in 2016 
after two years of modest inflows. Over 
the past five years the firm attracted a total 
of $7.7 billion in deposits. To put that in 
perspective, Vanguard, known for its low-
cost index products, has gathered about 
that much money each week this year. T. 
Rowe Price shares rose 9.6% over the past 
12 months as of June 27 compared with 
a gain of 39% for the S&P index of asset 
managers and custody banks.

The company is vulnerable to further 
outflows and will have to spend more 
money “just to tread water, much less 
grow,” UBS analyst Brennan Hawken said.

Stromberg thinks the firm’s record 
versus passive as well as larger rivals is a 
big advantage. On average, T. Rowe’s stock 
funds beat 75% of peers over the past de-
cade, compared with 63% for Capital 
Group and 51% for Fidelity Investments, 
according to data compiled by Morn-
ingstar. Fidelity and Capital Group, both 
known for their equity funds, manage 
$2.3 trillion and $1.5 trillion, respectively.

T. Rowe has specialized in picking 
stocks since it was founded in 1937 by 
Thomas Rowe Price Jr., an investor who 
favored growth companies. The firm still 

emphasizes fundamental research and 
hires money managers who often spend 
their whole careers there.

Stromberg, 57, once a star football 
player for Johns Hopkins University in 
Baltimore, fits that profile. He has been at 
the company for 30 years — as an analyst, 
portfolio manager and executive.

In a 2016 study, the company found 
that a majority of its 18 U.S. equity strat-
egies beat their index benchmarks across 
multiple time periods over 20 years. Some 
of the funds topped their benchmarks by a 
wide margin.

The firm’s biggest fund, the $51 billion 
T. Rowe Price Growth Stock Fund, beat the 

S&P 500 Index over five years and 10 years. 
The $20 billion New Horizons Fund beat 
the Russell 2000 Growth Index by rough-
ly 4 percentage points a year over 20 years, 
according to data compiled by Bloomberg. 
The $28 billion Mid-Cap Growth Fund 
exceeded its benchmark by 3 percentage 
points a year over the same period.

HIGHER PRICE
T. Rowe Price’s “consistently solid in-

vestment performance and reasonable 
fees” are an important competitive advan-
tage, Greggory Warren, who follows asset 
managers for Morningstar, said.

Most of the firm’s biggest stock funds 
charge nearly 80 cents per $100 invested. 
Many index funds and ETFs charge about 
5 cents. Making an analogy between mu-
tual funds and hotels, Robert Sharps, T. 
Rowe Price’s co-head of global equities, 
said, “If we can deliver a better experience, 
we should be able to charge a higher price.” 

New spending initiatives are aimed at 
making T. Rowe Price more competitive 

and attracting flows. By beefing up its dis-
tribution in Europe, the company is hop-
ing to tap into a bigger pool of investors. 
Currently only 5% of assets come from 
outside the U.S.

The new products will focus on pro-
viding income using a mix of asset classes, 
Stromberg said. One fund, which opened 
this week, is a variation on T. Rowe Price’s 
target-date retirement series. Called Re-
tirement Income 2020, it will allow inves-
tors to receive regular monthly distribu-
tions after they retire.

TECHNOLOGY CENTER
Like other managers, including Black-

Rock and Tudor Investment, the hedge 
fund run by Paul Tudor Jones, T. Rowe 
Price believes it needs to improve its tech-
nology skills to keep up with competitors. 
Its technology center, which opened this 
year in New York, expects to have 50 to 60 
people with expertise in fields such as big 
data and machine learning.

“This isn’t a replacement for fundamen-
tal research,” said Nigel Faulkner, head 
of technology, who joined in 2015 from 
Credit Suisse. “We want to use technology 
to find alpha,” or outperformance.

Another area slated for a 10% spending 
hike this year is advertising and promo-
tion.

“We’ve been a quiet firm,” said Strom-
berg. “Our feeling was that if we deliver 
terrific results that would carry the day.”

With advocates for passive pressing 
their case, Stromberg said it may be time 
for T. Rowe Price to raise its voice. “We 
may have to be more active in defense of 
active management,” he said. - Bloomberg 
News   MME 
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“Over a market cycle, we’ll put up 
our results against passive any
day of the week.”

T. Rowe Price CEO William Stromberg
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is now competing with asset managers 
like BlackRock to provide advisers with 
risk and portfolio management software, 
sees regulation as a serious barrier for en-
try. But eventually the cost of doing busi-
ness will become attractive enough, Klein 
adds, that an Amazon could be tempted 
to enter. 

An edited transcript of the conversa-
tion follows.

Do you think there’s a fine line be-
tween automation and personalization?  

If you look at the approaches advisers 
have been using to implement their in-
vesting decisions for their clients, histor-
ically they’ve had to choose. They’ve had 
to ask, ‘Will I have automation, or will I 
trade each client’s account individually 
and have personalization?’

We partner with a bunch of the great 
TAMPs that advisers will outsource their 
business to. That’s a fine business model.  
Our target with the Autopilot platform is 
the 74% of the market that doesn’t use a 
TAMP because they’re committed to this 
personalization aspect and they feel like 
they can’t get that if they give up control 
to outsourcing. We’re giving them the 
technology tools to achieve that automa-
tion while still maintaining the personal-
ization.  

Your firm’s platform features funds 
from a number of asset managers who 
are also offering the same sort of adviser 
tool that your firm offers. 

Baked into our DNA is the ability to 
build amazing technology for advisers 
that takes a ton of complexity and hides 
it into a product that advisers love to use.  
We believe that the transition from do-
it-yourself to the automated account era 
is really similar to the change from flip 
phones to the smart phone era. 

The reason we have chosen to work 
with great asset management partners is 
because we believe that their DNA is in 
building great portfolios. And that’s not 
our DNA. So we’re going to focus on what 
we’re really good at, we’re going to work 

with great partners who are focused on 
what they’re really good at. 

I’m sure that some of these asset man-
agement partners are going to try to also 
do their own technology initiatives. But 
I’ll put my money on companies like us 
where that’s baked into our DNA in terms 
of building superior technology experi-
ences that actually work.

I’ll put my money on them when it 
comes to building great portfolios be-
cause, again, that’s baked into their DNA 
and they’ve got a long track record of 
doing so. I view this as a long-term part-
nership, and mind you, we actually work 
with a lot of those partners to equip them 

with technology. Sometimes the offerings 
that you’re hearing about and seeing from 
those partners are actually coming from 
a technology partner like us. It depends 
how it goes.

Is the future of this technology mar-
ket going to come down to, the most 
simple, wins?

[As an industry] we have often allowed 
complexity to be the enemy of progress for 
our clients. The advisers we serve are all 
very focused on what makes their client 
successful and when we hear demands 
for complexity from those advisers, we try 
to turn that back and say, ‘Can’t we help 
you help your client achieve the end result 
you’re looking for in a much simpler way?’ 
And we hear a pretty strong response back 
that, yes, that’s the right answer. 

Complicating things for no reason, it 
may look cool; maybe you try to use it to 
differentiate yourself on the technology 
side, maybe you try to do it to differentiate 
yourself on the advisory side. The reality 

is people choose advisers because they feel 
comfortable with them, they trust them 
and the adviser is telling them informa-
tion they really can’t hear somewhere else. 

We just continually find that if you can 
make life simpler for the adviser, it real-
ly allows the adviser to showcase what’s 
great about them. The unique benefits 
that their firm provides to the client, the 
behavioral coaching and what I like to 
call it being the financial consigliore that 
advisers love to be for their clients. We 
want to take time and focus away from 
the complexity of technology and let that 
stay for the background and let the advis-
er really shine.

Jeff Bezos calls, he says, ‘I’ve got this 
idea about wealth management, Aaron, 
what do you think?’

(Laughs) There is always so much talk 
in our industry about, ‘Oh, what happens 
if Google gets into finance, what happens 
if Facebook gets into finance?’ I think it’s 
an interesting hypothetical discussion. I 
think that it’s always possible, but I would 
go back to the DNA question. 

I love that you picked Jeff Bezos, be-
cause Amazon is the closest to maybe 
having the DNA to do something in the 
wealth management space. I don’t see that 
with Google, I don’t see that with Face-
book. They’re great at building services to 
organize information and do social. But I 
don’t know anybody that wants to be so-
cial about their money. I’ve never seen the 
benefit of Snapchatting my investments. 

So when that kind of call happens, the 
question you’re asking is, Amazon could 
be an interesting customer for this tech-
nology, but it’s going to be a very different 

AMAZON 
from page 1

Q&A

“Once Amazon has a working business in 
personal finance and banks, then maybe 
we start worrying about what they’re 
going to do in investing and in wealth 
management.”

Aaron Klein, CEO Riskalyze
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world for Amazon. What’s not in their 
DNA is working inside a regulated indus-
try like this. The regulatory framework 
that advisers understand and work within 
is a big piece of the puzzle, but great busi-
nesses are built from having a great prod-
uct to offer and having distribution to get 
there. Amazon has a very interesting level 
of distribution, they have relationships 
with customers. Any time you talk about 
a player that actually has distribution, 
that’s interesting.

Now they’ll have physical locations. 
Would you go meet with your adviser 
inside of a Whole Foods? I’m not sure. 
Again, I think it’s interesting to bring up 
Jeff Bezos because if there is one technol-
ogy company you could envision actual-
ly having the credibility to maybe try to 
have an offering like that, I don’t look at 
Google and Facebook and say I would 
trust them because who would you call if 
something got screwed up?

Amazon gets a little closer, but I still 
think the ace up the sleeve of every hu-
man adviser is when you get to a certain 
point in your financial life, number one, 
you really want somebody to tell you how 
to navigate your finances. Finances are 
complicated, not something you want to 
leave to chance, and not something you 
want to figure out yourself. And you really 
don’t want it getting screwed up. 

So as a result, this is really a trust ques-
tion, just as how a client chooses an ad-
viser. Could Amazon build that kind of 
trust? Is it interesting to them to build that 
kind of trust, to be in that business? 

One would argue that they’ve got a 
lot of other territory they could conquer 
in financial services before they get to in-
vesting. Like, why isn’t Amazon my bank? 
So once Amazon has a working business 
in personal finance and banks, then may-
be we start worrying about what they’re 
going to do in investing, in wealth man-
agement.

You noticed that Facebook has 
now started its own payments service, 
though, and they’re touting it as an al-
ternative to PayPal.

It’s sending money from one person 
to another. That’s an interesting start. If 
they morph that into making it compel-
ling for me to actually store money with 
them, that’s another interesting step. But 
those are sort of the steps that you have to 
take before you can get to a place where 
you start thinking about whether or not 
that makes sense. 

I look at all the different startups that 
are thinking about that, and to some ex-
tent I think they may simply turn out to 
be lead generation engines for real advis-
ers. Do I want more of my money to go to 
our charity in Ethiopia or do I want more 
of my money to go to taxes, and how do I 

structure that to make sure that that hap-
pens that way? That’s the kind of question 
that I’m not going to get a good answer to 
on Facebook Messenger. To really delve 
into that I’m going to need to sit down 
with a real adviser and that’s going to be 
worth the fee that I’m going to pay to that 
adviser.

Do you see at some point the cost of 
doing business becoming cheap enough 
for outside firms to consider jumping 
into wealth management, despite the 
regulatory hurdles?

Potentially, but I will say that, if you 
are going to overcome the regulatory 
hurdles, again, I would look to when they 
actually become banks. It is wildly more 
profitable to be a bank than to do wealth 
management inside of that bank. 

A bank will probably earn about 200 
basis points on the money that you de-
posit with them and they’ll earn about 30 
basis points on the money that you invest 
with them. For many banks, the only rea-

son they do investing is because they’ve 
already got the customer, the distribution 
is already built in. 

So I would completely agree, the first 
step is the ability to send payments. The 
next step is to make it compelling for you 
to basically use me as your bank. 

Square is in the middle of doing that. 
We’ve gone from an adapter where I can 
take credit cards on my phone to Square 
Cash where I can send money between 
phones electronically, to now I can get a 
credit card attached to my Square Cash 
account. I can keep my money in Square 
Cash. They’re not paying me any interest 
on it yet, but give them time, that will be-

come a bank. Once it’s a bank and you’ve 
got money there, well then they would 
probably follow the same pattern, they 
want to provide that incremental service 
that drives another 30 basis points of rev-
enue. 

Lenders have done that. SoFi is now 
offering wealth advice and applied for a 
bank charter.

SoFi has figured out they can scale 
the business using lending and then take 
those customers and move them into in-
vesting, somewhat similar to what the 
banks are doing. SoFi may have found a 
good channel. What we have learned over 
the last five years is that it’s incredibly 
difficult to have your starting point be in-
vesting. That’s a bit of a moat that human 
advisers can be happy about that’s around 
their business. The reason that they ac-
quire clients is they go out into the com-
munity and build trust and get referrals, 
and that’s something that an online brand 
finds very, very difficult to do.  MME

Q&A

“[As an industry] we have often allowed 
complexity to be the enemy of progress
for our clients.”
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Ticker 3-Yr. Return 
(%)

Return Over 
Benchmark 
(% points)

Expense 
Ratio (%)

Fund Assets 
(millions)

Fidelity Select Chemicals FSCHX 6.54 16.31 0.79 $1,591

AllianzGI Global Water AWTAX 4.46 14.23 1.49 $589

Morgan Stanley Inst Global Opp MGGPX 17.18 11.87 1.17 $1,127

Fidelity Advisor Materials FMFAX 1.53 11.30 1.07 $1,552

Oppenheimer Global Opportunities OPGIX 16.11 10.44 1.18 $5,352

Lazard Global Listed Infrastructure GLFOX 14.16 10.13 1.22 $5,106

T. Rowe Price Media & Telecomms PRMTX 14.79 10.13 0.79 $4,401

Deutsche Enhanced Commodity Strat SKSRX -8.13 10.02 1.17 $2,667

Virtus KAR Small-Cap Growth PSGAX 18.12 9.53 1.50 $926

First Eagle Gold SGGDX 2.23 9.41 1.27 $1,222

Fidelity Select Gold FSAGX 2.09 9.26 0.84 $1,468

Matthews India Investor MINDX 14.79 8.88 1.12 $2,157

VanEck International Investors Gold INIVX 1.70 8.88 1.35 $682

T. Rowe Price Real Assets PRAFX -1.00 8.77 0.84 $3,353

Invesco Balanced-Risk Commodity Strat IBRFX -9.53 8.62 1.13 $765

Oppenheimer Gold & Special Minerals OPGSX 1.12 8.29 1.17 $1,085

Fidelity Select Medical Equip & Systems FSMEX 18.47 7.80 0.76 $3,705

Franklin Gold and Precious Metals FGPMX 0.53 7.70 0.59 $1,083

DoubleLine Shiller Enhanced CAPE DSENX 15.12 7.42 0.85 $4,052

RMB Mendon Financial Services RMBKX 18.80 7.37 1.40 $557

 
Data as of June 23. Source: Morningstar

It’s easy for clients to view investing as an absolute game. But unless they’re a hedge fund, investing is relative. Any mutual fund performance is 
most meaningful when compared against the broader market or some other yardstick. If an industry benchmark returned 15%, then a mutual 
fund in that same category can’t very well brag about its 12% return.

On the other hand, a return of 3% can have value for clients who want to be diversified, if the benchmark posted a loss.

These are the best 20 best mutual funds for the past three years, on an annualized basis, compared against their respective benchmarks over 
that period. MME

Top 20 mutual funds that beat their benchmarks

DATA SHOWCASE
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 Total Total Total    Municipal  Total Developed Emerging
Date long term equity domestic Large cap Mid cap Small cap multi cap     Other world markets market

WorldDomestic
Equity

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

Source: Investment Company Institute

Mutual Fund Flows
($ millions)

Estimated Weekly Net New Cash Flow

Monthly Net New Cash Flow

6/28/2017 3,312 554 -1,581 -1,201 -555 -155 248 83 2,135 1,901 234

6/21/2017 4,114 -152 -3,504 -1,101 -603 -384 -823 -593 3,353 2,888 464

6/14/2017 3,979 382 -2,405 -7,138 -509 -353 5,847 -252 2,787 2,157 630

6/7/2017 -674 -7,912 -7,658 -3,630 -792 -899 -2,015 -322 -255 -210 -45

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

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

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

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

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

6/30/2015 5,290 -2,984 -16,597 -8,620 -1,026 -771 -5,858 -322 13,613 13,218 395

7/31/2015 -19,131 -9,547 -27,907 -14,811 -2,613 -986 -9,431 -66 18,361 18,857 -497

8/31/2015 -39,250 -9,347 -17,562 -3,927 -2,773 -1,425 -6,122 -3,315 8,215 11,440 -3,225

9/30/2015 -34,455 -9,401 -14,898 -5,318 -1,007 -1,976 -3,541 -3,055 5,497 7,749 -2,251

10/31/2015 -7,669 -9,877 -11,881 -7,227 -725 -1,977 -2,958 1,006 2,003 3,132 -1,129

11/30/2015 -30,057 -20,575 -19,537 -6,164 -3,542 -3,591 -5,978 -262 -1,038 813 -1,850

12/31/2015 -76,124 -36,806 -25,416 -5,347 -5,169 -4,121 -8,240 -2,539 -11,390 -7,233 -4,157

1/31/2016 -20,767 -4,966 -15,479 5,587 -5,919 -2,888 -7,306 -4,952 10,514 10,753 -239

2/29/2016 8,129 8,417 -2,374 2,072 -2,878 -367 -544 -657 10,791 10,189 602

3/31/2016 14,663 -9,851 -9,701 -5,468 -1,321 93 -2,667 -338 -149 1,274 -1,423

4/30/2016 -4,673 -23,921 -19,388 -5,800 -3,334 -2,405 -7,307 -542 -4,533 -3,633 -899

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

6/30/2016 -14,516 -18,967 -14,678 1,099 -4,404 -1,576 -7,777 -2,020 -4,289 -4,292 3

7/31/2016 -15,322 -37,875 -31,402 -11,922 -5,177 -3,381 -9,035 -1,887 -6,473 -6,281 -192

8/31/2016 -9,939 -32,418 -24,807 -5,504 -3,373 -1,726 -12,747 -1,458 -7,611 -7,383 -228

9/30/2016 -9,013 -22,382 -15,275 -152 -1,653 -1,086 -10,118 -2,264 -7,108 -6,201 -907

10/31/2016 -32,973 -38,068 -31,450 -8,576 -5,330 -2,538 -12,213 -2,793 -6,619 -6,400 -219

11/30/2016 -52,595 -28,475 -26,087 -8,244 -1,853 -291 -11,078 -4,621 -2,388 -1,241 -1,147

12/31/2016 -56,061 -33,606 -26,962 -10,891 -975 -816 -12,196 -2,085 -6,643 -5,819 -824

1/31/2017 10,202 -8,700 -11,167 778 -886 826 -10,571 -1,314 2,468 1,408 1,060

2/28/2017 25,911 2,944 -3,023 -1,235 491 697 -2,350 -626 5,967 5,062 905

3/31/2017 10,773 -15,782 -14,132 -1,715 -1,040 -1,089 -7,873 -2,415 -1,650 -1,532 -117

4/30/2017 -757 -13,493 -19,772 -5,056 -4,129 -2,029 -7,182 -1,375 6,279 4,412 1,867

5/31/2017 24,199 948 -9,573 2,766 -2,367 -2,183 -5,562 -2,227 10,521 6,948 3,572

SCORECARD
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