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After a record-breaking year for ETFs — with net 
inflows at around $450 billion — managers and 
industry experts expect a deeper focus on prod-
uct innovation and fee reductions.       

Smart beta growth, increased AUM, fee wars 
and more attention to risk-management strate-
gies are key trends to watch, according to experts 
surveyed by Money Management Executive.    

Vanguard’s head of ETF product management, 
Rich Powers, looked at cost-saving strategies be-
yond low fees. “As expense ratios drop to the low 
single digits, an investor should consider looking 
beyond price alone,” he wrote.  

Maxwell Gold, director of investment strategy 
at ETF Securities, sees “new products focused on 
better downside protection, particularly as the 
current bull market continues to age and valua-
tions remain stretched.” 

For other thoughts on what’s ahead, we also 
solicited outlook from BlackRock’s Head of U.S. 
iShares Martin Small; Reality Shares President 
and CEO Eric Ervin; Jennifer Muzerall, senior 
relationship manager, investor services, Brown 
Brothers Harriman; and David Dziekanski, port-
folio manager at Toroso Investments. 

Read on for their takes on what’s ahead.

The Markets in Financial Instrument 
Directive II is being hailed for its 
promise to more than double ETF as-
sets in the European region to about 
$2 trillion in five years, and help bring 
the market up to speed with its Goliath 
U.S. counterpart.

The sweeping regulations, for the 
first time, require every ETF transac-
tion to be reported — a huge change 
for a market that is currently domi-
nated by opaque, behind-the-scenes 
trading. 

However, one thing is missing that 
could really help MiFID II take off.  

Europe’s market for ETFs, scattered 
across the bloc’s dozens of countries, 
still lacks a single reporting source — 
called consolidated tape. 

Without such an electronic  tracker 

REGULATION:  
Snag in MiFID-driven 
ETF boom?

January 2018  |  Volume 26 • Number 1  |  mmexecutive.com 

The Premier News Source  
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REGULATION: Fiduciary rule’s impact on plan sponsors 

Over the past two years, the number of retirement 
plan sponsors shopping around for a new plan 
advisor has nearly doubled, according to Fidelity 
research.  

What would prompt plan sponsors to be shop-
ping now — especially when Fidelity also found 

that 80% of them are working with an advisor 
and their satisfaction rate is high? 

Jordan Burgess, senior vice president, specialist 
sales for Fidelity Institutional Asset Management, 
said the Department of Labor’s fiduciary rule “ac-
celerated awareness that was already working its 

way into the system with 
plan sponsors.” 

This alerted sponsors to 
the fact that they needed to 
pay attention to their 401(k) 
plans. 

When they did that, they 
realized they had three 
concerns that needed ad-

OPERATIONS: What’s ahead for ETFs?

By William Canny and Viren Vaghela

By Paula Aven Gladych

By Rebecca Stropoli
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Money market fund assets 
slipped $7.59B for the week 
ending Jan. 3 (billions)

$2,850 B

$2,840 B

$2,830 B

$2,820 B

$2,810 B

$2,800 B
Dec. 20 Dec. 27 Jan. 3

$2
,8

15
.5

$2
,8

46
.0

2

$2
,8

38
.4

3

SPECIAL REPORT: ETF FORECASTS 2018

Competition drives fees down
Strategic beta fees dropped 22 basis points in three years
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Featuring the following keynote speakers:

Carey Lohrenz
First Female U.S. Navy 
F-14 Tomcat Fighter 
Pilot, Team-Building/
Leadership/Strategy 
Expert & Author

Kunal Kapoor
CFA, CEO,  
Morningstar, Inc.

Bob Reynolds
President & CEO, 
Putnam Investments

Topics include:

• Face the Membership: CEO 
Roundtable

• Distribution Evolution

• #Trending 2025: Asset  
Management of the Future

• Product Outlook - Where is the 
Puck Going?

• Regulatory Primer 2018

• Tour the Innovation Lab

• European Funds

• Advanced Analytics

• Aligning Your Organization to 
Meet Changing Client Needs

February 28 - March 2
The Doral  Miami, FL

#SLFnicsa

At the 2018 SLF, you will find the education, best practices, actionable takeaways and  
connections you need to thrive in this innovative new world of asset management. 

Visit www.nicsa.org/SLF to view the full program and speaker list.
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1/3/2018 12/27/2017 12/20/2017 12/13/2017 12/6/2017
Equity -6,487 6,200 10,451 20,421 16,041

Domestic -7,958 4,327 3,339 18,628 15,244
World 1,472 1,873 7,112 1,793 797

Hybrid 41 69 85 68 50
Bond 1,921 1,536 856 1,512 1,810

Taxable 1,660 1,463 567 1,330 1,569
Municipal 261 73 288 182 241

Commodity -305 -296 -434 5 421
Total -4,829 7,509 10,957 22,005 18,322

ETF Estimated net issuance

Source: Investment Company Institute

($ millions)

Morningstar has revealed its nomi-
nees for the 2017 U.S. Fund Manager of 
the Year awards. 

The awards, presented annually, rec-
ognize managers whose funds demon-
strate strong performance and outstand-
ing long-term risk-adjusted returns. 

Nominees have also proven to be 
strong stewards of fund shareholders’ 
capital. 

To qualify for nomination, managers’ 
funds must have a Gold or Silver Morn-
ingstar Analyst Rating. 

Awards are given in four categories: 
domestic stock, international stock, 
fixed income and allocation/alternatives. 

The winners are set to be announced 
on Jan. 24. 

Domestic Stock 
Steven Wymer, Fidelity Growth Com-

pany (FDGRX)
Paul Viera of Earnest Partners, Har-

bor Small Cap Value (HASCX)
Larry Puglia, T. Rowe Price Blue Chip 

Growth (TRBCX)
Henry Ellenbogen, T. Rowe Price 

New Horizons (PRNHX)

International Stock 
Sarah Ketterer, Harry Hartford and 

team, Causeway International Value 
(CIVIX)

Rajeev Bhaman and John Delano, 

Oppenheimer Global (OPPAX)
James Anderson and Thomas Coutts 

of Baillie Gifford Overseas, and Si-
mon Webber of Schroder Investment 
Management, Vanguard International 
Growth (VWIGX)

Fixed-Income 
David Hoffman, Stephen Smith, John 

McIntyre and Anujeet Sareen, Bran-
dywine Global’s Global Opportunities 
Bond (GOBSX)

Daniel Ivascyn, Alfred Murata and 
team, Pimco Income (PIMIX)

 Scott Mather, Mark Kiesel and Mihir 
Worah, Pimco Total Return (PTTRX)

Michael Collins, Robert Tipp, Rich-
ard Piccirillo and Gregory Peters, Pru-
dential Total Return Bond (PDBZX)

Ken Leech and team, Western Asset 
Core Plus Bond (WACPX). 

Allocation/Alternatives 
Andrew Dierdorf and Brett Sumsion, 

Fidelity Freedom Target-Date Series 
(FFFEX)

 Paul Stewart, Michael Buckius, Dan-
iel Ashcraft and Kenneth Toft, Gateway 
(GTEYX)

David Giroux, T. Rowe Price Capital 
Appreciation (PRWCX)

Anne Lester, Dan Oldroyd and team, 
JPMorgan SmartRetirement Target-Date 
Series (JSMIX) — Rebecca Stropoli  

Morningstar reveals 2017 U.S. Fund Manager 
of the Year Award nominees 

HEAD HERE
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sitions at Prudential Financial from 1989 to 
2000, most recently serving as president of 
the firm’s capital markets division.

CALVERT NAMES CHIEF OPERATING OFFICER
Eaton Vance subsidiary Calvert Re-

search and Management announced the 
appointment of Anne Richardson, formerly 
of Cambridge Associates, to chief operating 
officer, a newly created role at the firm. 

Richardson is now responsible for 
Calvert’s day-to-day 
operations, infrastruc-
ture and supporting 
activities, as well as de-
veloping strategies and 
services and client de-
velopment activities, the 
firm said. Richardson 
will report to Calvert 
CEO John Streur. 

“[Richardson] is an 
accomplished leader who will make signif-
icant contributions to Calvert’s innovative 
research processes, intellectual capital and 
our strategic plan for sustained, long-term 
growth of Calvert’s business,” Streur said of 
Richardson’s appointment. 

INDEXIQ ANNOUNCES LEADERSHIP 
TEAM CHANGES 

New York Life Investment Management 
announced that its head of ETF product 
development, Jon Zimmerman, will take 
on the newly created role of chief operat-
ing officer at IndexIQ, the firm’s global ETF 
business.

Zimmerman and the IndexIQ’s chief in-
vestment officer, Sal Bruno, who also joined 
the team, report to Kirk Lehneis, NYLIM’s 
chief operating officer and head of mutual 
fund and ETF operations. 

The changes come as part of a planned, 
post-acquisition leadership transition for 
IndexIQ, which was acquired by NYLIM in 
2014, the firm said. 

IndexIQ founders, Adam Patti and Da-
vid Fogel, who served as CEO and presi-
dent, respectively, will step down and serve 
as senior advisers, the firm said. Patti and 
Fogel will also report to Lehneis.   MME 

News Scan by Rebecca Stropoli  and 
Andrew Shilling

SS&S TECHNOLOGIES TO 
ACQUIRE DST SYSTEMS

Financial-services software provider 
SS&C Technologies said it will acquire DST 
Systems, a provider of proprietary informa-
tion processing and servicing solutions, for 
approximately $5.4 billion. The firms agreed 
to an all-cash transaction at $84 per share 
plus debts assumed by SS&C.  

The deal represents Windsor, Connecti-
cut-based SS&C’s largest to date. The acquisi-
tion of Kansas City, Missouri-based DST will 
significantly expand its U.S. retirement and 
wealth management footprint, and add over 
110 million investor positions across DST’s 
client base. 

The combined businesses will boast ap-
proximately $3.9 billion in revenue and 
13,000 clients. The deal is expected to close by 
third quarter 2018.

“The combination will position us to cap-
italize on the demand for outsourcing in fi-
nancial services and better enable our clients 
to address increasing competitive and regula-
tory pressures,” said Bill stone, chairman and 
CEO of SS&C. 

UBS INTRODUCES LGBT-RIGHTS ETF
UBS has launched its first U.S. ETF, and 

it comes with a socially conscious theme. 
The InsightShares LGBT Employment 
Equality ETF (PRID), will invest in com-
panies that promote equality for lesbian, 
gay, bisexual and transgender employees, 
Bloomberg reports.

The fund will track an index based on a 
Human Rights Campaign Foundation gauge 
of corporate equality. All companies in the 
index must have a market cap of at least $1 
billion. Zurich-based UBS is introducing the 
ETF through its InsightShares brand and will 
provide the index it tracks, but the fund will 
actually be run by ETF advisor Exchange 
Traded Concepts, Bloomberg says.

A portion of revenues will be donated an-
nually to an LGBT-related charity.

The fund has an expense ratio of 0.65% 
and lists on the NYSE Arca.  Trading began 
on Jan. 11.

DEUTSCHE LAUNCHES JUNK BOND ETFS
Deutsche Bank is adding to its high-yield 

suite with three new ETFs focusing on junk 
bonds. 

The Xtrackers Short Duration High Yield 
Corporate Bond ETF (SHYL), Xtrackers 
High Beta High Yield Bond ETF (HYP) and 
Xtrackers Low Beta High Yield Bond ETF 
(HYDW) are part of a risk-management 
strategy that allows investors to increase or 
decrease their exposure to junk bonds. Their 
expense ratios are 0.20%, 0.35% and 0.25%, 
respectively.

SHYL will track the performance, before 
fees and expenses, of the Solactive USD High 
Yield Corporates Total Market 0-5 Year In-
dex. HYUP tracks the performance of the 
Solactive USD High Yield Corporates Total 
Market High Beta Index. HYDW tracks the 
Solactive USD High Yield Corporates Total 
Market Low Beta Index.

AMERICAN CENTURY APPOINTS 
2 FOR ETF INITIATIVE

American Century Investments appoint-
ed former BlackRock Portfolio Manager 
Rene Casis and ETF specialist Sean Walker to 
the firm’s expanding ETF initiative. 

Casis was most recently a partner at 55 
Institutional, according to American Cen-
tury. Before that he was a director for iS-
hares at BlackRock, where he worked for 19 
years, including his tenure at Barclays Glob-
al Investors. 

Walker previously worked at BlackRock 
as vice president and market leader for active 
and passive product platforms for the West 
Coast and Florida. 

PNC ADDS 2 TO BOARD OF DIRECTORS 
LA Medler CEO Linda Medler and Mar-

tin Pfinsgraff, the former senior deputy 
comptroller at the Office of the Comptroller 
of the Currency, are the newest editions to the 
PNC Financial Services board of directors, 
the firm said. 

Medler is the former chief information 
security officer and director of information 
technology security of Raytheon Missile 
Systems, a subsidiary of Raytheon Compa-
ny. Pfinsgraff previously held leadership po-

Anne Richardson
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Vanguard ETF Product Manager Rich Powers:

Lower costs expected

Brown Brothers Harriman Senior Relationship Manager Jennifer Muzerall:

An increase in smart beta

Fees are the most important factor 
when considering an ETF, according to an 
advisor survey from Cerulli Associates. 
Vanguard certainly agrees with that. Low 
costs are good for investors, who get to 
keep more of their gains. 

Fortunately, fund costs are falling 
across the board. As expense ratios drop 
to the low single digits, managers should 

Although smart beta ETFs represent 
just over 20% of overall U.S. ETF assets, 
don’t be surprised to see that percentage 
increase in 2018. 

In a recent survey of professional ETF 
investors, BBH found that almost 30% plan 
to increase their exposure to smart beta 

consider looking beyond price alone. 
If you’re considering an investment 

with a fee of 0.80% vs. 0.10%, costs should 
be the top consideration. 

When differences in fees among com-
peting products are only a few basis points, 
other factors may have a bigger relative im-
pact. Here are five other areas we believe 
investors are considering when select-
ing an ETF, especially those with similar 
benchmarks: 

1. Benchmark methodology. Seemingly 
small differences in benchmark methodol-
ogy can yield different portfolio exposure. 
For example, Vanguard uses float-adjusted 
fixed-income benchmarks, which do not 
count bonds held by the Federal Reserve. 
Some asset managers do not use float-ad-
justed indexes. 

2. Tracking difference. A one-ba-
sis-point expense ratio advantage can 

be easily overwhelmed by mistracking a 
benchmark, when a fund manager fails to 
properly match the key characteristics of 
the fund’s benchmark. 

3. Spreads. Bid-ask spreads are a cost 
of buying ETFs and can be materially 
larger than the expense ratio. Perform a 
total-cost-of-ownership comparison: the 
expense ratio plus the spread. 

4. Tax efficiency. Taxes can take a much 
bigger bite out of your clients’ returns than 
expense ratios. Consider the frequency 
and magnitude of distributed capital gains 
and compare not only pre-tax returns but 
after-tax returns as well.

5. The provider behind the product. 
ETFs are not run by a computer. Experi-
ence and expertise are needed to man-
age an ETF. Consider, too, if low costs 
are offered across the provider’s product  
offerings.  

ETFs over the next 12 months, as they get 
more comfortable with these strategies and 
see funds establish longer track records. 

With fee wars still rampant among the 
providers of traditional low-cost ETFs, 
many ETF sponsors are launching smart 
beta products to differentiate themselves 
and earn higher fees for their investment 
expertise.  

This strategy may already be proving 
fruitful — 40% of investors surveyed who 
have purchased a smart beta ETF in the 
past 12 months did so through replacing 
index ETFs.  

But another 35% of investors said they 
are using smart beta ETFs to replace active 

mutual funds. 
This could mean active managers that 

have not developed an ETF strategy are 
missing out on an opportunity to compete 
against low-cost passive strategies.  

The two most common reasons cited 
by investors for not using smart beta ETFs 
were 1) not being able to determine if the 
strategies will generate alpha, and 2) gen-
eral unfamiliarity with smart beta strate-
gies and products.

In order to keep smart beta momentum 
going, ETF sponsors must continue to in-
crease awareness of smart beta and educate 
investors on its capabilities.  

SPECIAL REPORT: ETF FORECASTS 2018

CONTINUED 
from page 1

CONTINUED on page 8
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BlackRock Head of U.S. iShares Martin Small:

Total assets to expand

ETF Securities Investment Strategy Director Maxwell Gold:

Product innovation coming

ETFs had a breakout year in 2017. The 
question now is, can growth continue at 
this pace? 

It can for a simple reason: investors ar-
en’t just buying more ETFs, they’re using 
and benefiting from them in increasingly 
innovative ways. 

The products are helping clients build 
better portfolios, target precise outcomes 

At first glance, ETF product innovation 
may appear to be reaching maturity, with 
an ever-increasing number of funds and the 
emergence of a fee war among providers. 

The current state of the ETF landscape, 
however, appears to be hitting a pivot point 
rather than a plateau. 

The first generation of ETFs focused on 
providing access to traditional markets 
and asset classes, followed by factor-based 
(smart beta) and active ETFs aimed at en-
hancing these exposures. 

The next generation of ETF products 

and participate in virtually every mar-
ket imaginable — more precisely, simply, 
transparently and at a lower cost than ever 
before.  

The ETF space has definitively moved 
beyond a set-it-and-forget-it broad market 
indexing approach.  

ETFs are now arming wealth managers 
with institutional-quality asset allocation 
tools that are knocking down the outdated 
barrier between active and passive strate-
gies.

This includes factor-based strategies, 
fixed-income ETFs, sectors and single 
countries, and new ways to seek income.

Going forward, we expect to see even 
more strategies developed. We are index-
ing things today that we would not have 

thought possible just a decade ago. 
Major structural trends are likewise 

playing a part, notably the move to fee-
based management, overall cost conscious-
ness and the growing use of ETFs by al-
pha-seeking active managers. 

And with the rise of open, all-to-all net-
works, ETFs are taking their place along-
side swaps, options and other derivatives as 
low-cost, convenient and transparent trad-
ing vehicles.    

Collectively, we expect these forces to 
lead millions more investors into ETFs, 
potentially doubling global AUM by 
2022. 

In short: ETFs are driving a movement, 
and the music isn’t going to stop anytime 
soon.

will likely shift focus from providing line-
item building blocks to building out a 
toolkit for portfolio management needs, 
particularly risk management and return 
enhancement.  

On the risk management front, the first 
step (which is partly underway) will likely 
see new products focused on better down-
side protection, particularly as the current 
bull market continues to age and valua-
tions remain stretched. 

Demand for options-based strategies, 
tail-risk hedging and portfolio insurance 
in ETF wrappers may see a boom in prod-
uct innovation in coming years. 

Continued expansion of ETF products 
anchored in non-traditional asset classes 
with low correlations for portfolio diversi-
fication needs will see more products tied 
to real assets, commodities and currencies. 

On the return enhancement side, hav-

ing already established effective solutions 
for providing beta exposure to equity, 
fixed-income and non-traditional mar-
kets, ETF product innovation will shift 
focus to providing solutions for alpha  
generation. 

This will likely be in the form of further 
development of thematic-based (e.g., mil-
lennials, the next generation of commod-
ities and automation), characteristic-based 
(spin-offs, IPOs and insider ownership) 
and alternative risk premia ETFs. 

A key differing aspect these funds have 
compared to today’s alpha-seeking ETFs, 
however, will be a strong emphasis on con-
centrated and pure-play exposures of the 
underlying asset.  

This will help drive higher tracking er-
ror, potential outperformance and product  
differentiation. 

SPECIAL REPORT: ETF FORECASTS 2018

CONTINUED 
from page 6

CONTINUED 
from page 8

CONTINUED on page 9
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Reality Shares CEO Eric Ervin:

A deeper focus on performance

Toroso Investments Portfolio Manager David Dziekanski:

More ESG offerings

thought possible just a decade ago. 
Major structural trends are likewise 

playing a part, notably the move to fee-
based management, overall cost conscious-
ness and the growing use of ETFs by al-
pha-seeking active managers. 

And with the rise of open, all-to-all net-
works, ETFs are taking their place along-
side swaps, options and other derivatives as 
low-cost, convenient and transparent trad-
ing vehicles.    

Collectively, we expect these forces to 
lead millions more investors into ETFs, 
potentially doubling global AUM by 
2022. 

In short: ETFs are driving a movement, 
and the music isn’t going to stop anytime 
soon.

While the bulk of asset flows have gone 
to incredibly low-cost, plain-vanilla index 
ETFs, a significant amount of assets have 
flowed and will continue to flow into smart 
beta ETFs, which offer many of the key 
benefits that active mutual fund managers 
attempt to deliver. 

However, these funds manage to pro-
vide these benefits in a lower-cost, trans-
parent, tax-efficient structure. 

The potential tidal wave of assets that 
will continue to flow from mutual funds is 
big (likely to be over $10 trillion).

ETFs bring choice, transparency and 
competition where consumers need it 
most.  

Active money managers have drifted 
more and more into closet benchmark 
huggers, and are now paying the price for 

their lack of alpha.  
It is not all about cost, however. People 

will pay for alpha, but they will no longer 
accept high fees without performance that 
shows the funds are worth it. 

Liquid alternative ETFs, thematic ETFs 
and fixed-income ETFs should continue to 
offer opportunities for investors with lower 
fees than their active mutual fund counter-
parts. 

But they are not free, and the market is 
willing to pay. 

Boutique ETF issuers can carve out a 
comfortable niche by offering truly unique 
value-added products for those advisors 
looking to whittle down the cost struc-
ture of their mutual fund portfolios with-
out sacrificing the individuality of their  
solutions. 

ing already established effective solutions 
for providing beta exposure to equity, 
fixed-income and non-traditional mar-
kets, ETF product innovation will shift 
focus to providing solutions for alpha  
generation. 

This will likely be in the form of further 
development of thematic-based (e.g., mil-
lennials, the next generation of commod-
ities and automation), characteristic-based 
(spin-offs, IPOs and insider ownership) 
and alternative risk premia ETFs. 

A key differing aspect these funds have 
compared to today’s alpha-seeking ETFs, 
however, will be a strong emphasis on con-
centrated and pure-play exposures of the 
underlying asset.  

This will help drive higher tracking er-
ror, potential outperformance and product  
differentiation. 

 Last year was a record year for flows 
into ETFs, with inflows surpassing $450 
billion.  After huge flows to the smart beta 
space in 2016, 2017 was dominated by 
cheap beta products and high-active-share 
thematic products.    

We expect this trend will continue in 
2018. Investors have shown a willingness 
to pay increased fees for something that is 
truly unique to the marketplace, with min-
imal broad overlap. 

Another theme from 2017 that we ex-
pect will carry into 2018 will be increased 
focus on the ESG space.  

As recently as 26 months ago, there were 
only seven ESG offerings for the ETF realm.  
There are now 45 ESG offerings using an ETF 
wrapper, including  offerings in the fixed-in-

come arena, which are necessary for build-
ing an entire ESG ETF portfolio.  

We expect smart beta funds that have 
significant overlap to broader indexes 
but still charge relatively high fees to lose 
ground to cheaper smart beta products.  

Lastly, the cryptocurrency and block-
chain space has caused a lot of buzz in 
the ETF world, with a significant number 
of filings ranging from long bitcoin, to 
short bitcoin, to long ethereum, to block-
chain-related investments.  

We expect to see the first of many ETFs 
launch in this space within the first few 
months of the year. 

We also anticipate ETFs flows will sur-
pass those of mutual funds in 2018, as they 
did in 2017. MME

SPECIAL REPORT: ETF FORECASTS 2018
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to provide real-time volume and pricing data, 
MiFID’s intended goal of improving trans-
parency will be a tall order.

“It would be a game-changer for volumes 
if we can create a consolidated tape like in 
the U.S. market, to provide a real overview of 
European ETFs,” said Stephen Cohen, who 
leads BlackRock’s ETF business in Europe, 
Middle East and Africa. “It can be challeng-
ing for investors to get a full picture of trad-
ing volumes of a product listed across multi-
ple exchanges.”

Europe’s ETF market has lagged the ex-
plosive growth in the U.S., where assets ac-
count for more than $3 trillion of the $4.5 
trillion global pie.  

MiFID II, aimed at creating transparency 
and rooting out conflicts of interest, offers 
hope that Europe could soon catch up. A 
unified reporting system like that in the U.S. 
might further unleash the potential of the 
funds in Europe. 

TIME TO DIGEST
It may take time for investors to digest 

the newly reported information before we 
see any boom in European flows thanks to 
MiFID, Vanguard has said. 

Making things more cumbersome, 
trading venues will have to produce their 
own reports, says Adam Laird, head of 
ETF strategy at Lyxor Asset Management 
in London. 

“This means a great number of data 
sources — it will be difficult, and at least 
time consuming, to put together a compre-
hensive data set on ETF traded volumes,” 
Laird said. “The rules mean the data must 
be available, but that doesn’t mean it will be 
simple to access. For a wealth manager and 
her risk managers, it could be difficult and 
laborious.”

Some efforts are underway within the 
industry to create a unified record of ETF 
trades in one place. 

European regulators say they’ll appoint 
a company to create a consolidated tape if a 
satisfactory one doesn’t exist by 2020.

Data on ETF volumes will not be served 
on a “silver platter,” said Antoine Lesne,       
of SPDR ETF strategy & research for Eu-

rope, Middle East and Africa at State Street 
Global Advisors. 

“While the consolidated tape is still not 
an immediate reality,” he said, “this trade 
reporting side of MiFID II is allowing an 
important step towards realizing it.”

 Europe’s ETF market — about two 
thirds of which is traded over-the-counter, 
or off public exchanges — is likely to be-
come even more fragmented. 

That’s because of a boom in MiFID-com-
pliant trading venues called systematic in-
ternalizers, or SIs, that threaten to lure a 
bulk of ETF flows and further splinter the 
market.

Goldman Sachs, Bank of America 
and HSBC Holdings are among the firms 
that have announced plans to trade ETFs 
through SIs. 

Jane Street Financial has also said it will 
become an SI for ETFs.

AUSPICIOUS SIGNS
There are some signs that more of Eu-

rope’s ETF market will be brought into the 
light, despite the snags. 

Three firms make up more than a third 
of Europe’s ETF trading, and they will all 

make use of a so-called a request-for-quote 
service, or RFQ, which allows institutions 
to find larger ETF trades.

The largest market makers for European 
ETFs have said that they will send most of 
their off-exchange trades to just three RFQ 
platforms — Flow Traders NV, Jane Street 
and Optiver BV will all make extensive use 
of the venues. 

Any trader connected to those venues 
will get a clearer picture of what’s going on 
in the market.

MIRRORING THE U.S. MARKET
The European ETF market would be bet-

ter for all users if more trading went onto 
public exchanges, mirroring the market in 
the U.S., said Steve Palmer, a director of 
sales and trading at HSBC in London. 

Europe’s market is dominated by finan-
cial companies trading behind the scenes.

“More on-exchange ETF trading could 
help the European retail segment to grow 
and catch up with the U.S.,” Palmer said. “It 
would be especially fairer for the retail users 
as on-exchange allows for complete visibil-
ity and ability to participate.” — Bloomberg 
News   MME

REGULATION

dressing: the cost of their plan, their fiduciary 
responsibility and whether or not they were 
adequately preparing employees for retire-
ment, Burgess said.

Because so many plan sponsors have ques-
tions about their plans, it has driven them to 
look more closely at their advisors and what 
services they are providing to their workplace 
retirement plans. 

Their top reasons for switching advisors 
are that they want someone more knowl-
edgeable about regulatory changes, who 
is able to help them with their fiduciary 
responsibilities and will also focus on im-
proving plan performance and minimizing 
plan costs.  

“As knowledgeable advisors gained more 
market share, they were ratcheting up the 
expectations of plan sponsors in conjunc-
tion with their DoL awareness that shakes 
out the non-specialist advisor,” Burgess 
said, referring to those who only manage a 
handful of plans.   

“Now we’ve got specialist advisors asking 
all the right questions when prospecting for 
new plans and defending the ones they’ve got, 
and it raises the game. It creates a competitive 
environment,” he added.

SOLICITATIONS
Fidelity, in its 2017 survey, found that 71% 

of plan sponsors had been solicited at least 

MIFID 
from page 1

FIDUCIARY 
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Unlike in the U.S., European ETFs aren’t gaining traction

Sources: Bloomberg, Deutsche Bank
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make use of a so-called a request-for-quote 
service, or RFQ, which allows institutions 
to find larger ETF trades.

The largest market makers for European 
ETFs have said that they will send most of 
their off-exchange trades to just three RFQ 
platforms — Flow Traders NV, Jane Street 
and Optiver BV will all make extensive use 
of the venues. 

Any trader connected to those venues 
will get a clearer picture of what’s going on 
in the market.

MIRRORING THE U.S. MARKET
The European ETF market would be bet-

ter for all users if more trading went onto 
public exchanges, mirroring the market in 
the U.S., said Steve Palmer, a director of 
sales and trading at HSBC in London. 

Europe’s market is dominated by finan-
cial companies trading behind the scenes.

“More on-exchange ETF trading could 
help the European retail segment to grow 
and catch up with the U.S.,” Palmer said. “It 
would be especially fairer for the retail users 
as on-exchange allows for complete visibil-
ity and ability to participate.” — Bloomberg 
News   MME

REGULATION

dressing: the cost of their plan, their fiduciary 
responsibility and whether or not they were 
adequately preparing employees for retire-
ment, Burgess said.

Because so many plan sponsors have ques-
tions about their plans, it has driven them to 
look more closely at their advisors and what 
services they are providing to their workplace 
retirement plans. 

Their top reasons for switching advisors 
are that they want someone more knowl-
edgeable about regulatory changes, who 
is able to help them with their fiduciary 
responsibilities and will also focus on im-
proving plan performance and minimizing 
plan costs.  

“As knowledgeable advisors gained more 
market share, they were ratcheting up the 
expectations of plan sponsors in conjunc-
tion with their DoL awareness that shakes 
out the non-specialist advisor,” Burgess 
said, referring to those who only manage a 
handful of plans.   

“Now we’ve got specialist advisors asking 
all the right questions when prospecting for 
new plans and defending the ones they’ve got, 
and it raises the game. It creates a competitive 
environment,” he added.

SOLICITATIONS
Fidelity, in its 2017 survey, found that 71% 

of plan sponsors had been solicited at least 

once during the course of the year by a spe-
cialist plan advisor, and 55% of those who 
were solicited said the encounter piqued their 
interest.

These specialist plan advisors are telling 
plan sponsors they will take a hard look at 
their plan funds, act as a fiduciary and cut 
their plan fees. 

“They are redefining the service model at 
the next level of detail,” Burgess said. 

Plan sponsors evaluate advisors based on 
the value they deliver, he added. 

“We know that plan sponsors are checking 

on their advisors,” he said. “Seventy-two per-
cent evaluate them annually or more.”

PROVIDING VALUE
Plan sponsors want to know if advisors are 

giving them the value they want, providing 
a good investment lineup, helping the plan 
with its fiduciary responsibilities and assur-
ing that the plan remains in compliance with 

regulations.
The best thing plan advisors can do to keep 

their current clients and solicit new ones is to 
become activists on their own behalf. 

First, they need to clearly communicate to 
their clients the services that they offer and 
the value they have delivered throughout the 
year. 

“The [advisors] with the best retention 
rates take time to write down and formally 
communicate to their plan sponsors on a reg-
ular basis,” Burgess said.

The communications should include how 

much time was spent reviewing investments 
and making changes on a quarterly basis; 
any suggested changes to the plan menu; any 
benchmarking that was conducted that com-
pares plan costs to other plans of the same 
size, demographics and industry; and what 
their focus has been on improving outcomes, 
such as plan design changes and investment 
options that get people closer to their targeted 
savings rate. 

Advisors also should mention if they 
have added a target-date fund option to 
help those who don’t want to make a lot of 
complex investment decisions.

FIRM PARTNERSHIPS
Advisors can beef up much of their 

knowledge in these areas when they sign 
onto a partnership with firms that have cen-
tralized research teams and can help them 
be on the 3(21) fiduciary list. 

“Activism in general is up,” Burgess said. 
“Competition is up, and that’s probably 
good for plan participants, good for plan 
sponsors and creates good service models 
that are constantly being revised by advi-
sors and record keepers. That competition 
creates value.”  MME  

The Department of Labor’s fiduciary rule 
“accelerated awareness that was already 
working its way into the system with plan 
sponsors.”

Jordan Burgess, senior vice president, 
Fidelity Institutional Asset Management
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DATA SHOWCASE

Ticker 2017 Net Flows 
(millions) 3-year % Return Expense

Ratio
Fund Size 
(milllions)

Fidelity Contrafund FCNTX -$10,177 12.82 0.68% $123,728

Fidelity Low-Priced Stock FLPSX -$7,046 9.12 0.68% $39,601

Fidelity Growth Company FDGRX -$6,145 15.56 0.77% $41,896

T. Rowe Price Growth Stock PRGFX -$6,027 14.10 0.68% $53,389

American Funds Growth Fund of Amer AGTHX -$5,107 12.51 0.64% $177,609

Templeton Global Bond TPINX -$5,068 1.40 0.93% $38,821

MainStay Large Cap Growth MLAAX -$4,780 10.30 0.99% $11,918

T. Rowe Price Equity Index 500 PREIX -$4,548 10.58 0.21% $29,685

Franklin Income FKINX -$4,421 4.85 0.61% $82,341

JPMorgan High Yield OHYFX -$4,313 5.00 0.75% $9,433

Vanguard Health Care Inv VGHCX -$4,164 6.62 0.37% $47,587

Vanguard Windsor II Inv VWNFX -$3,840 8.11 0.33% $50,094

T. Rowe Price Retirement 2020 TRRBX -$3,792 7.12 0.63% $25,234

Strategic Advisers Core FCSAX -$3,756 10.28 0.49% $24,270

Fidelity Diversifi ed International FDIVX -$3,721 7.61 1.05% $19,185

T. Rowe Price Equity Income PRFDX -$3,656 8.44 0.66% $22,563

American Funds Capital Income CAIBX -$3,588 5.37 0.61% $109,301

Artisan International Investor ARTIX -$3,389 3.85 1.19% $14,239

American Funds Income Fund of Amer AMECX -$3,305 6.90 0.56% $111,292

BlackRock High Yield Bond BRHYX -$3,072 5.77 0.53% $16,912

Data as of 1/2/18. Source: Morningstar Direct

� e largest net out� ows among mutual funds in 2017 included 
funds focused on growth, income, high-yield and various sectors, 
as well as one ETF. 

It wasn’t pronounced underperformance that prompted inves-
tors to head for the exits; all the funds on this list were in the black 
for the year, posting an average gain of 19.9%. But one common 

The biggest mutual fund outfl ows of 2017

NRS’ Blue Sky Solution Transac-
tional Exemption Module offers 
mutual funds a new source for 

Blue Sky Compliance Reporting. 
While mutual funds may be exempted 

from state registration1, they are still sub-
ject to state notice filings and payment of 
fees. Many of the state fees are calculated as 
a percentage of aggregate sales in the state. 

Mutual fund companies receive blue 
sky sales data feeds from financial inter-
mediaries that include highly aggregated 
information on sales transactions, which, 
for a number of reasons, may be exempt. 
These files, however, lack the informa-
tion necessary to filter exempt transac-
tions from the aggregate sales amounts 
they report. As a result, mutual funds pay 
higher blue sky notice fees (potentially 
millions of dollars per year) to the states 
than would otherwise be necessary. These 
payments increase the expenses that are 
ultimately passed on to fund investors. 

BY-PRODUCT OF THE MIGRATION 
TO FULL OMNIBUS REPORTING 

Many broker/dealers and other financial 
intermediaries that sell mutual funds are 
no longer using networked accounts held 
on the transfer agent platform. These inter-
mediaries are instead using sub-account-
ing platforms to perform many of the roles 
of the transfer agent. The fund sales and 
redemptions are reported to the transfer 
agent in the name of the financial interme-
diary without reference to the underlying 
investors. As a result of this migration, the 
transparency that was previously available 
to the transfer agent at the account lev-
el dissolves. This loss of transparency has 
resulted in issues with data accuracy and 
a significant decrease in the savings from 
transactional exemptions used by funds to 
mitigate overpayment of blue sky fees. In 
recent years, data inaccuracies have result-
ed in erroneous reporting of sales. 

Without access to detailed data, mutual 
funds are paying higher notice filing fees 
than necessary that are a direct expense of 
shareholders. 

A gap in available technology has pre-
vented mutual fund companies from ac-
cessing the data that would enable them 
to withhold fees on transac-
tions that are exempt from 
reporting. A revolutionary 
software innovation—the 
Transactional Exemption 
Module, developed by 
NRS—now enables mutual 
fund companies to regain 
control and transparency of the transac-
tions they are reporting for blue sky com-
pliance. This new technology resolves both 
the accuracy issues and the loss of exemp-
tions by filtering detailed transaction-level 
data through user configurable rules. 

Financial intermediaries provide data 
files known as “DSA” (data share activity) 
files and “DSP” (data share position) files 
to funds for the purpose of complying with 
Rule 22c-2. The rule is meant to address 
and prevent the issue of frequent trading 
due to “market timing” by allowing funds 
to impose a redemption fee of up to two 
percent, to allow funds to recoup some of 
the direct and indirect costs incurred as a 
result of short-term trading strategies. 

The rule also requires investment firms 
to enter into information sharing agree-
ments with intermediaries under which 
the intermediaries must provide upon re-
quest information about the shareholder. 
These new data file formats include infor-
mation needed to identify exempt transac-
tions, but also contain non-public person-
al information, and are incompatible with 
traditional blue sky compliance systems. 

TRANSPARENCY AND CONTROL 
ARE RESTORED 

NRS’s Transactional Exemption Mod-
ule restores the transparency of transac-
tions to the funds for their omnibus ac-
counts. The software module gives back 
control to the fund by applying user-con-
figured rules to existing DSA and DSP files 
to generate daily sales reporting feeds that 
may be consumed by a blue sky report-
ing system, replacing the legacy omnibus 

reporting stream. These rules provide 
opportunity to correctly categorize each 
purchase type transaction as initial, sub-

sequent or re-open and to 
properly handle the report-
ing or exclusion of these 
based on specific transac-
tional exemptions utilizing 
Social Code to identify the 
type of investor and aggre-
gating Assets provided in 

the position files to determine investors 
who meet State asset eligibility thresholds 
for Institutional Exemption.

Maximizing the exclusion of transac-
tional exemptions is key to the expense 
management of a fund because it reduces 
reportable sales and the corresponding fees, 
thereby fulfilling fiduciary responsibility to 
funds and shareholders, while meeting reg-
ulatory reporting requirements. 

NRS’s Transactional Exemption Mod-
ule was created to reinstate control over 
transaction filtering and to mitigate the 
escalating fees that mutual funds are pay-
ing. With this automated solution, fund 
companies can reduce the amount they’re 
paying on blue sky fees by approximately 
ten percent. Funds save money, savings 
are passed on to shareholders—everyone 
wins with the Transactional Exemption 
Module from NRS. 

Want to learn more? Contact NRS to 
find out how the Transactional Exemption 
Module can work for you. Visit www.nrs-
inc.com/transactional exemption or call 
1-860-435-0200.

1National Securities Market Improve-
ment Act, specifically Title 1—Capital 
Markets, preempted state securities regis-
tration and “merit review” requirements 
for certain securities, and introduced a new 
class of securities referred to as “covered se-
curities.” Included in this new class of “cov-
ered securities” are securities of registered 
investment companies, more commonly 
known to the public as “mutual funds.”

Submitted by National Regulatory Ser-
vices – NRS.

It’s Time to Stop Paying Fees on 
Exempt Transactions

SPONSOR CONTENT BY
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DATA SHOWCASE

Ticker 2017 Net Flows 
(millions) 3-year % Return Expense

Ratio
Fund Size 
(milllions)

Fidelity Contrafund FCNTX -$10,177 12.82 0.68% $123,728

Fidelity Low-Priced Stock FLPSX -$7,046 9.12 0.68% $39,601

Fidelity Growth Company FDGRX -$6,145 15.56 0.77% $41,896

T. Rowe Price Growth Stock PRGFX -$6,027 14.10 0.68% $53,389

American Funds Growth Fund of Amer AGTHX -$5,107 12.51 0.64% $177,609

Templeton Global Bond TPINX -$5,068 1.40 0.93% $38,821

MainStay Large Cap Growth MLAAX -$4,780 10.30 0.99% $11,918

T. Rowe Price Equity Index 500 PREIX -$4,548 10.58 0.21% $29,685

Franklin Income FKINX -$4,421 4.85 0.61% $82,341

JPMorgan High Yield OHYFX -$4,313 5.00 0.75% $9,433

Vanguard Health Care Inv VGHCX -$4,164 6.62 0.37% $47,587

Vanguard Windsor II Inv VWNFX -$3,840 8.11 0.33% $50,094

T. Rowe Price Retirement 2020 TRRBX -$3,792 7.12 0.63% $25,234

Strategic Advisers Core FCSAX -$3,756 10.28 0.49% $24,270

Fidelity Diversified International FDIVX -$3,721 7.61 1.05% $19,185

T. Rowe Price Equity Income PRFDX -$3,656 8.44 0.66% $22,563

American Funds Capital Income CAIBX -$3,588 5.37 0.61% $109,301

Artisan International Investor ARTIX -$3,389 3.85 1.19% $14,239

American Funds Income Fund of Amer AMECX -$3,305 6.90 0.56% $111,292

BlackRock High Yield Bond BRHYX -$3,072 5.77 0.53% $16,912

 
Data as of 1/2/18. Source: Morningstar Direct

The largest net outflows among mutual funds in 2017 included 
funds focused on growth, income, high-yield and various sectors, 
as well as one ETF. 

It wasn’t pronounced underperformance that prompted inves-
tors to head for the exits; all the funds on this list were in the black 
for the year, posting an average gain of 19.9%. But one common 

thread was active management. Of the 20 largest net outflows, 18 
came from actively managed funds. Active funds lost 92% of the 
$94 billion pulled from these 20 funds last year. 

The average expense is 67 basis points, with a couple over 1%. 
The average among the (mostly passive) cash gainers last time was 
31 basis points, with over half below 20 bps. MME  

The biggest mutual fund outflows of 2017
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NRS’ Blue Sky Solution Transac-
tional Exemption Module offers 
mutual funds a new source for 

Blue Sky Compliance Reporting. 
While mutual funds may be exempted 

from state registration1, they are still sub-
ject to state notice filings and payment of 
fees. Many of the state fees are calculated as 
a percentage of aggregate sales in the state. 

Mutual fund companies receive blue 
sky sales data feeds from financial inter-
mediaries that include highly aggregated 
information on sales transactions, which, 
for a number of reasons, may be exempt. 
These files, however, lack the informa-
tion necessary to filter exempt transac-
tions from the aggregate sales amounts 
they report. As a result, mutual funds pay 
higher blue sky notice fees (potentially 
millions of dollars per year) to the states 
than would otherwise be necessary. These 
payments increase the expenses that are  
ultimately passed on to fund investors. 

BY-PRODUCT OF THE MIGRATION 
TO FULL OMNIBUS REPORTING 

Many broker/dealers and other financial 
intermediaries that sell mutual funds are 
no longer using networked accounts held 
on the transfer agent platform. These inter-
mediaries are instead using sub-account-
ing platforms to perform many of the roles 
of the transfer agent. The fund sales and 
redemptions are reported to the transfer 
agent in the name of the financial interme-
diary without reference to the underlying 
investors. As a result of this migration, the 
transparency that was previously available 
to the transfer agent at the account lev-
el dissolves. This loss of transparency has 
resulted in issues with data accuracy and 
a significant decrease in the savings from 
transactional exemptions used by funds to 
mitigate overpayment of blue sky fees. In 
recent years, data inaccuracies have result-
ed in erroneous reporting of sales. 

Without access to detailed data, mutual 
funds are paying higher notice filing fees 
than necessary that are a direct expense of 
shareholders. 

A gap in available technology has pre-
vented mutual fund companies from ac-
cessing the data that would enable them 
to withhold fees on transac-
tions that are exempt from 
reporting. A revolutionary 
software innovation—the 
Transactional Exemption 
Module, developed by 
NRS—now enables mutual 
fund companies to regain 
control and transparency of the transac-
tions they are reporting for blue sky com-
pliance. This new technology resolves both 
the accuracy issues and the loss of exemp-
tions by filtering detailed transaction-level 
data through user configurable rules. 

Financial intermediaries provide data 
files known as “DSA” (data share activity) 
files and “DSP” (data share position) files 
to funds for the purpose of complying with 
Rule 22c-2. The rule is meant to address 
and prevent the issue of frequent trading 
due to “market timing” by allowing funds 
to impose a redemption fee of up to two 
percent, to allow funds to recoup some of 
the direct and indirect costs incurred as a 
result of short-term trading strategies. 

The rule also requires investment firms 
to enter into information sharing agree-
ments with intermediaries under which 
the intermediaries must provide upon re-
quest information about the shareholder. 
These new data file formats include infor-
mation needed to identify exempt transac-
tions, but also contain non-public person-
al information, and are incompatible with 
traditional blue sky compliance systems. 

TRANSPARENCY AND CONTROL 
ARE RESTORED 

NRS’s Transactional Exemption Mod-
ule restores the transparency of transac-
tions to the funds for their omnibus ac-
counts. The software module gives back 
control to the fund by applying user-con-
figured rules to existing DSA and DSP files 
to generate daily sales reporting feeds that 
may be consumed by a blue sky report-
ing system, replacing the legacy omnibus 

reporting stream. These rules provide 
opportunity to correctly categorize each 
purchase type transaction as initial, sub-

sequent or re-open and to 
properly handle the report-
ing or exclusion of these 
based on specific transac-
tional exemptions utilizing 
Social Code to identify the 
type of investor and aggre-
gating Assets provided in 

the position files to determine investors 
who meet State asset eligibility thresholds 
for Institutional Exemption.

Maximizing the exclusion of transac-
tional exemptions is key to the expense 
management of a fund because it reduces 
reportable sales and the corresponding fees, 
thereby fulfilling fiduciary responsibility to 
funds and shareholders, while meeting reg-
ulatory reporting requirements. 

NRS’s Transactional Exemption Mod-
ule was created to reinstate control over 
transaction filtering and to mitigate the 
escalating fees that mutual funds are pay-
ing. With this automated solution, fund 
companies can reduce the amount they’re 
paying on blue sky fees by approximately 
ten percent. Funds save money, savings 
are passed on to shareholders—everyone 
wins with the Transactional Exemption 
Module from NRS. 

Want to learn more? Contact NRS to 
find out how the Transactional Exemption 
Module can work for you. Visit www.nrs-
inc.com/transactional exemption or call 
1-860-435-0200.

1National Securities Market Improve-
ment Act, specifically Title 1—Capital 
Markets, preempted state securities regis-
tration and “merit review” requirements 
for certain securities, and introduced a new 
class of securities referred to as “covered se-
curities.” Included in this new class of “cov-
ered securities” are securities of registered 
investment companies, more commonly 
known to the public as “mutual funds.”

Submitted by National Regulatory Ser-
vices – NRS.

It’s Time to Stop Paying Fees on 
Exempt Transactions
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SCORECARD

Top 50 fund groups
December 2017

Assets ($ billions) Asset growth Market share

Rank Group Dec. ’17 Dec. ’16 Dec. ’16 YTD 1 Year Dec. ’17 Dec. ’16

1 Vanguard  4,574.5  3,635.5  3,635.5 25.8% 25.8% 20.3% 18.8%

2 Fidelity Investments  2,109.5  1,825.3  1,825.3 15.6% 15.6% 9.4% 9.4%

3 BlackRock  1,911.2  1,465.7  1,465.7 30.4% 30.4% 8.5% 7.6%

4 American Funds  1,678.3  1,393.0  1,393.0 20.5% 20.5% 7.5% 7.2%

5 State Street Global 
Advisors  716.2  595.1  595.1 20.3% 20.3% 3.2% 3.1%

6 T. Rowe Price  613.7  520.4  520.4 17.9% 17.9% 2.7% 2.7%

7 JPMorgan  566.3  529.2  529.2 7.0% 7.0% 2.5% 2.7%

8 TIAA  471.7  409.9  409.9 15.1% 15.1% 2.1% 2.1%

9 Franklin Templeton 
Investments  427.1  422.5  422.5 1.1% 1.1% 1.9% 2.2%

10 Dimensional Fund Advisors  417.5  327.0  327.0 27.7% 27.7% 1.9% 1.7%

11 Invesco PowerShares  384.9  334.0  334.0 15.2% 15.2% 1.7% 1.7%

12 PIMCO Funds  371.1  318.5  318.5 16.5% 16.5% 1.6% 1.6%

13 Schwab/Laudus  342.7  286.8  286.8 19.5% 19.5% 1.5% 1.5%

14 John Hancock Investments  289.1  264.0  264.0 9.5% 9.5% 1.3% 1.4%

15 Goldman Sachs  275.6  286.7  286.7 -3.9% -3.9% 1.2% 1.5%

16 Columbia Threadneedle  260.2  244.1  244.1 6.6% 6.6% 1.2% 1.3%

17 Federated  249.4  242.0  242.0 3.1% 3.1% 1.1% 1.3%

18 MFS  248.1  209.5  209.5 18.4% 18.4% 1.1% 1.1%

19 Dreyfus  237.0  211.1  211.1 12.2% 12.2% 1.1% 1.1%

20 OppenheimerFunds  223.2  195.1  195.1 14.4% 14.4% 1.0% 1.0%

21 Dodge & Cox  217.3  185.0  185.0 17.5% 17.5% 1.0% 1.0%

22 Wells Fargo  207.6  201.2  201.2 3.2% 3.2% 0.9% 1.0%

23 Northern Funds  176.1  151.3  151.3 16.4% 16.4% 0.8% 0.8%

24 Jackson National  172.0  146.0  146.0 17.8% 17.8% 0.8% 0.8%

25 Natixis Distributors  170.8  142.2  142.2 20.1% 20.1% 0.8% 0.7%

Continued

26 Morgan Stanley  166.8  136.7  136.7 22.0% 22.0% 0.7% 0.7%

27 Principal Funds  146.9  128.9  128.9 14.0% 14.0% 0.7% 0.7%

28 Advanced Series Trust  145.1  133.4  133.4 8.8% 8.8% 0.6% 0.7%

29 Legg Mason/Western  141.9  134.5  134.5 5.4% 5.4% 0.6% 0.7%

30 Janus Henderson  137.8  118.0  118.0 16.7% 16.7% 0.6% 0.6%

31 Lord Abbett  128.9  112.5  112.5 14.6% 14.6% 0.6% 0.6%

32 American Century 
Investments  125.1  116.0  116.0 7.9% 7.9% 0.6% 0.6%

33 PGIM  124.7  110.1  110.1 13.2% 13.2% 0.6% 0.6%

34 Hartford Funds  115.4  98.6  98.6 17.1% 17.1% 0.5% 0.5%

35 SEI  113.9  102.7  102.7 10.9% 10.9% 0.5% 0.5%

36 AXA Equitable  111.0  102.1  102.1 8.7% 8.7% 0.5% 0.5%

37 TCW  106.7  104.5  104.5 2.2% 2.2% 0.5% 0.5%

38 Voya  95.4  90.4  90.4 5.6% 5.6% 0.4% 0.5%

39 AllianceBernstein  93.5  79.2  79.2 18.0% 18.0% 0.4% 0.4%

40 Lincoln National  91.4  82.0  82.0 11.5% 11.5% 0.4% 0.4%

41 First Eagle  83.6  73.0  73.0 14.5% 14.5% 0.4% 0.4%

42 Deutsche Asset 
Management  82.7  77.8  77.8 6.3% 6.3% 0.4% 0.4%

43 Transamerica  82.3  72.6  72.6 13.3% 13.3% 0.4% 0.4%

44 DoubleLine  78.5  71.9  71.9 9.2% 9.2% 0.3% 0.4%

45 Eaton Vance  78.5  70.0  70.0 12.2% 12.2% 0.3% 0.4%

46 USAA  77.6  69.1  69.1 12.3% 12.3% 0.3% 0.4%

47 MainStay  76.6  74.6  74.6 2.6% 2.6% 0.3% 0.4%

48 Putnam  76.4  69.8  69.8 9.5% 9.5% 0.3% 0.4%

49 Waddell & Reed  74.4  70.4  70.4 5.7% 5.7% 0.3% 0.4%

50 Guggenheim Investments  72.0  55.6  55.6 29.5% 29.5% 0.3% 0.3%

Top 50  19,938.2  16,895.6  16,895.6 18.0% 18.0% 88.5% 87.3%

Industry Total  22,523.7  19,345.5  19,345.5 16.4% 16.4% 100.0% 100.0%

SCORECARD

014_MME0118   14 1/11/2018   5:22:29 PM



14 Money Management Executive                                                                                              January 2018 January 2018 Money Management Executive        15

Source: FUSE Research, using Morningstar data

Assets ($ billions) Asset growth Market share

Rank Group Dec. ’17 Dec. ’16 Dec. ’16 YTD 1 Year Dec. ’17 Dec. ’16

SCORECARD

Top 50 fund groups
December 2017

Assets ($ billions) Asset growth Market share

Rank Group Dec. ’17 Dec. ’16 Dec. ’16 YTD 1 Year Dec. ’17 Dec. ’16

1 Vanguard  4,574.5  3,635.5  3,635.5 25.8% 25.8% 20.3% 18.8%

2 Fidelity Investments  2,109.5  1,825.3  1,825.3 15.6% 15.6% 9.4% 9.4%

3 BlackRock  1,911.2  1,465.7  1,465.7 30.4% 30.4% 8.5% 7.6%

4 American Funds  1,678.3  1,393.0  1,393.0 20.5% 20.5% 7.5% 7.2%

5 State Street Global 
Advisors  716.2  595.1  595.1 20.3% 20.3% 3.2% 3.1%

6 T. Rowe Price  613.7  520.4  520.4 17.9% 17.9% 2.7% 2.7%

7 JPMorgan  566.3  529.2  529.2 7.0% 7.0% 2.5% 2.7%

8 TIAA  471.7  409.9  409.9 15.1% 15.1% 2.1% 2.1%

9 Franklin Templeton 
Investments  427.1  422.5  422.5 1.1% 1.1% 1.9% 2.2%

10 Dimensional Fund Advisors  417.5  327.0  327.0 27.7% 27.7% 1.9% 1.7%

11 Invesco PowerShares  384.9  334.0  334.0 15.2% 15.2% 1.7% 1.7%

12 PIMCO Funds  371.1  318.5  318.5 16.5% 16.5% 1.6% 1.6%

13 Schwab/Laudus  342.7  286.8  286.8 19.5% 19.5% 1.5% 1.5%

14 John Hancock Investments  289.1  264.0  264.0 9.5% 9.5% 1.3% 1.4%
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18 MFS  248.1  209.5  209.5 18.4% 18.4% 1.1% 1.1%
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REGISTER TODAY TO ENJOY THESE BENEFITS
•  Full online access to MME online, including breaking retail investment product news updated 

throughout the day.

•  Access to the Mutual Fund Service Guide, including guides from the last 7 years.

• Information on executive moves in the industry.

•  Receive the MME daily e-newsletter with the latest news, job opportunities and insights 
on the latest happening in the mutual fund and money management communities.

SUBSCRIBE TODAY
www.Financial-Planning.com/Money-Management-Executive

For more information or to inquire about an enterprise 
Site License for your company, please contact: 
Customer Service 212-803-8500 | help@sourcemedia.com
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