
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.
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Among this year’s crop 
of notable fund managers, 
a couple of key themes 
emerge: the importance 
of acclimating to rapidly 
shifting economic condi-
tions and the challenges 
faced by active managers 
at a time when low-cost 
passive products are fa-
vored by many investors.       

“Asset classes, global economies and gov-
ernments are more connected than ever be-
fore,” said Rick Singh, manager of the JPMor-

gan Opportunistic Equity 
Long/Short Fund. “What 
made us exceptional over 
the last five years will not 
be sufficient in the next 
five years. We must be 
adaptive to ever-changing 
market environments.” 

Singh is one of 10 
managers selected by 

Money Management Executive for its annu-
al list of managers to watch. Managers were 
chosen based on factors including long- and 
short-term fund performance in their specific 

First it was tobacco. Then fossil fu-
els. Now guns have become a target on 
Wall Street.

Despite the outcry over the Feb. 14 
school shooting in Florida, most ordi-
nary investors seem unwilling to put 
their money where their outrage is. 
Since 17 people were gunned down in 
America’s latest mass killing, just $82 
million of the $22 billion that’s flowed 
to ETFs went to the 50 or so products 
that put money to work in accordance 
with ESG principles — like screening 
out gun stocks.

To put that figure in context, that’s 
less than these funds absorbed in 
the week immediately preceding the 
atrocity, according to data compiled 
by Bloomberg. In all, they sit atop less 

PRODUCTS:  
Gun-toting index 
funds retain appeal
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ANALYSIS: Ready for regulatory review?

Asset managers and mutual fund firms have 
been subject to new regulations in recent months.  
Considering the June 1 deadline to gather all 
data required for Form N-PORT reporting, firms 
should ensure they are prepared.   

In its 2018 National Exam Program Examina-
tion Priorities, the SEC’s Office of Compliance 
Inspections and Examinations indicated they will 
focus on ETFs and mutual funds.  Those that may 
be reviewed include funds that have experienced 

poor performance or liquidity, registered invest-
ment companies managed by investment advi-
sors with little experience, and funds that hold 
securities that are potentially difficult to value  
during periods of market stress.

For ETFs, the focus will include the review and 
analysis of investment risk disclosures for funds 
that have little secondary market trading volume 
and may face the risk of being delisted or forced to 
liquidate assets. Following are steps to help asset 

managers and funds pre-
pare for regulatory review.

For a routine examina-
tion, registrants are usually 
notified by phone in ad-
vance of an exam, giving 
firms time to gather sup-
porting documentations 

OPERATIONS: 10 fund managers to watch

By Rachel Evans

By Carl M. Rizzo and Joseph M. DiBartolo

By David Pan and Rebecca Stropoli

INDEX, on page 10

MANAGERS, on page 6

REVIEW, on page 11

SPECIAL REPORT

Catherine Stienstra Rick Singh

Source: Investment Company Institute

The estimated value of ETF shares issued 
exceeded redemptions by $17.89B for the 
week ending Feb. 28 (millions)
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JPMORGAN CHASE TO ACQUIRE MORE ETFs
ETF Securities and Global X are on JP-

Morgan Chase’s shopping list to expand its 
ETF lineup, according to Bloomberg. Since 
its first ETF launched in 2014, the firm has 
expanded to $3.5 billion in combined assets.   

The bank’s asset-management unit has 
approached ETF Securities for its U.S. busi-
nesses, Bloomberg reported. JPMorgan also 
talked with Global X, which the firm held a 
minority stake in at one point, though that 
firm entered into an agreement this week to 
be purchased by South Korea’s Mirae Asset 
Management, according to Bloomberg. 

Chloe Etsekson, a spokeswoman for New 
York-based JPMorgan, told Bloomberg the 
firm doesn’t comment on market rumors. 
The firm’s asset-management unit offers more 
than 20 smart beta funds, including strate-
gies focused on equities, fixed income and 
alternatives.

ROBO WELCOMES BNY MELLON 
AS ITS NEW ASSET MANAGER

As its assets under management doubled 
in the last five months, reaching $2 billion, 
ROBO Global’s ROBO Global Robotics & 
Automation Index ETF (ROBO) is turning to 
BNY Mellon for custody and transfer agency 
services, according to the firm.  

With $1.9 trillion in assets under man-
agement, more fast-growing managers are 
approaching BNY for assets management 
services on a larger scale, said Jeff McCarthy, 
the firm’s CEO of exchange traded products. 
The investment and wealth management firm 

specializes in helping global ETF issuers de-
sign, issue, distribute and manage funds, ac-
cording to BNY Mellon.

ACTIVE, FIXED-INCOME MANAGERS
INCREASE TENFOLD, BUT MOST ARE MEN
Over the past three decades, the number 

of active equity and fixed-income fund man-
agers has increased tenfold, while 90% of the 
new managers are men, according to a study. 

Nevertheless, a report from Morningstar 
shows not only that women deliver equally 
competitive fund performance but that put-
ting more women at the helm could improve 
a fund’s performance. An investor who picks 
funds based solely on the manager’s gender 
could see better results with all-female fund 
teams in both equity and fixed-income asset 
classes, according to the research. 

Both equity and fixed-income funds expe-
rienced nearly two times higher cumulative 
ex-category average returns from all-female 
management teams from 2012 to 2017, based 
on data compiled by Morningstar. The study 
also indicates mixed-gender teams deliver a 
similar level of investment returns.

VANGUARD STICKS WITH ITS 
LONG-TERM INVESTMENT PLAN  

Recent stock market volatility does not 
sway Vanguard’s investment plans, as the 
Vanguard Center for Investor Research shows 
low trading volume during the volatile days 
among households. 

According to the research, 97% of house-
holds did not trade over the six-day period 

INDUSTRY HIGHLIGHTS

NEWS SCAN

2/28/2018        2/21/2018 2/14/2018 2/7/2018 1/31/2018

Equity -3,634               3,771 4,332 -14,666 -2,165

Domestic -6,364                  707 -1,236 -15,175 -4,785

World 2,729               3,063 5,568 508 2,620

Hybrid -467                 -975 -1,470 -1,459 -239

Bond 2,959               2,868 -9,307 5,807 6,145

Taxable 2,875               2,418 -8,708 6,498 4,300

Municipal 85                 450 -599 -691 1,846

Total -1,142              5,664 -6,446 -10,318 3,742

Estimated flows to long-term mutual funds

Source: Investment Company Institute

($ millions)
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NEWS SCAN

ics and automation.

METAURUS LAUNCHES 2 ETFs
Metaurus Advisors launched a new pas-

sive and index-based ETF in an effort to 
allow investors to seek cash flow through 
dividends and stock price appreciation,  
respectively.   

The US Equity Cumulative Dividends 
Fund – Series 2027 (IDIV), which has an 
expense ratio of 0.58%, enables income-ori-
ented investors to participate in the divi-
dends of companies in the S&P 500 with-
out exposure to their price movements. 
The US Equity Ex-Dividend Fund – Series 
2027 (XDIV), which has an expense ratio of 
0.29%, provides growth-focused investors a 
way to participate in the growth potential of 
the companies in the S&P 500.  

CRYPTO INDEX FUND MANAGER 
RECRUITS ETF VETERAN

Bitwise Asset Management appointed 
former Inside ETFs CEO Matt Hougan to 
vice president of research and development 
of the firm. 

Hougan will play a key role in support-
ing crypto investors with institutionally 

oriented investment 
products, according to 
Bitwise’s CEO, Hunter 
Horsley. “We look for-
ward to working with 
him as we expand our 
offerings and capa-
bilities in the years to 
come,” Horsley added.

Prior to Inside ETFs, 
an ETF education 
company, Hougan was 

the CEO of ETF.com and was a three-time 
member of Barron’s ETF Roundtable, ac-
cording to the firm. 

“Having the opportunity to participate 
in the development of a potentially mas-
sive new platform or technology is rare,” 
Hougan said. “Bitwise is taking the right 
approach to the market, and I’m incredibly 
excited to join them as they navigate this 
rapidly growing space.”  MME 

News Scan by David Pan

from Feb. 2 through Feb. 9. It also found 
that trading on volatile days rarely exceeds 
1% of households. The study includes a 
sampling of both individual investors and 
401(k) participants. 

VANGUARD DEBUTS U.S. FACTOR FUNDS 
Vanguard unveiled its very first actively 

managed funds in the U.S. The launch, in-
cluding six ETFs and one mutual fund, is 
part of the firm’s latest effort to expand its 
low-cost active funds.

Five of the ETFs seek to target risk and 
return objectives through factor exposures 
such as minimum volatility, value, mo-
mentum, liquidity and quality. Vanguard 
estimates these funds will have an expense 
ratio of 0.18%. The sixth ETF and the mutu-
al fund, which are both based on multiple 
factors, will have expense ratios of 0.13%.

“The newly launched factor funds fur-
ther broaden our active equity lineup and 
represent a differentiated approach — dis-
ciplined, rules-based, targeted exposure 
to factors — along with Vanguard’s low 
costs,” said Vanguard CEO Tim Buckley. 
“The funds are aimed primarily at finan-
cial advisors and institutional investors, 
who we believe understand the risks of po-
tential underperformance and can effec-
tively incorporate factor funds into their 
portfolios.”

DEUTSCHE LOWERS ETF EXPENSE RATIOS 
Deutsche Asset Management lowered 

the expense ratios for three ETFs by 40%; 
from 0.15% to 0.09%. The firm also slight-
ly decreased one domestic ETF’s fee from 
0.19% to 0.17%. 

Two of the international funds are from 
Europe. Both the Xtrackers Germany Eq-
uity ETF (GRMY) and Xtrackers Eurozone 
Equity ETF (EURZ) seek investment re-
sults before fees and expenses, based on the 
Large Mid Cap Index. 

The third international fund, the Xtrack-
ers Japan JPX-Nikkei 400 Equity ETF (JPN) 
tracks the benchmark that consists of 400 
Japanese companies.  

The domestic fund is The Xtrackers 
Russell 1000 Comprehensive Factor ETF 

(DEUS), which also seeks investment re-
sults before fees and expenses. 

It aims to provide exposure to domestic 
equities based on quality, value, momen-
tum, low volatility and size.   

PUTNAM ADDS 10 FUNDS TO ITS 
ADVANTAGE RETIREMENT SERIES 

Putnam Retirement Advantage Funds in-
troduced 10 target-date funds. The new funds 
will provide retirement plans with actively 
managed investment strategies at a lower 
price. The 10-year-old suite currently has $3.8 
billion in assets under management.

The new Class X Shares will have an 
0.35% management fee and be available 
to defined-contribution plans that have at 
least $5 million invested in Putnam Retire-
ment Advantage Funds. This addition will 
be managed by the firm’s Global Asset Al-
location team with a focus on multi-asset 
investment strategies.

DIREXION SPICES UP ETFs 
WITH ADDED EXPOSURE 

Direxion Advisors has launched Port-
folio+ ETFs, a new suite of ETFs that offer 
access to extra daily exposure to magnify 
returns for long-term investors.

The funds provide 25% more daily ex-
posure to broad-based indexes targeted by 
advisors. Two of the funds already have 
a three-year track record, as they have al-
ready been part of the Direxion ETFs. The 
leveraged solutions can seek greater up-
side potential over time. While the funds 
are designed for investors to monitor their 
portfolios, their low leverage allows them to 
be managed within a longer-term portfolio, 
the firm said.

FIRST TRUST EYES AI AND ROBO SECTOR
As the AI and robotics sector contin-

ues to deliver decent returns, First Trust, a 
leading ETF provider and asset manager, 
launched the First Trust NASDAQ Artifi-
cial Intelligence and Robotics ETF (ROBT). 

The fund, which has an expense ratio 
of 0.65%, will track the Nasdaq CTA Ar-
tificial Intelligence and Robotics Index, an 
index developed by Nasdaq and Consumer 
Technology Association to track the perfor-
mance of companies engaged in AI, robot-

Matt Hougan
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categories, individual strategies and their 
length of time in the business. All funds con-
sidered were led by single managers.  

The importance of preparedness for fluid 
market conditions was also noted by Cath-
erine Stienstra, a senior municipal fixed-in-
come portfolio manager for Columbia 
Threadneedle Investments.   

“The market is constantly changing – sup-
ply, demand, tax rates, insurance, interest 
rates, pricing disclosure,” Stienstra said. 
“Managers need to be fully staffed and re-
sourced to understand and take advantage of 
the changing market environment.” 

THE TAX LAW EFFECT
The new tax law is one notable economic 

shift. In a March report, Moody’s said asset 
managers who adjust their structures and in-
vestment strategies to align with the new law  
stand to benefit from the changes.

“The new tax provisions are largely posi-
tive for asset managers,” explained Moody’s 
analyst Rokhaya Cisse in the report. “From 

the decrease in the corporate tax rate to the 
adoption of a territorial system, the main 
beneficial provisions of the new tax law seem 
to offset the more negative provisions.”

Said Stienstra, “Portfolio managers need 
to understand how tax reform may impact 
supply and demand, and then potentially 
identify and exploit different ways to struc-
ture a portfolio in an effort to deliver mar-
ket-beating performance.” 

PASSIVE VS. ACTIVE
A 2018 lookahead report by Deloitte 

said asset management firms may face 
margin compression due to the rise of pas-
sive investing. As a result, active managers 
may need to make a strong case for alpha. 

Jeffrey Sherman, manager of the Double-
Line Strategic Commodities Fund, advised, 
“As an active manager, if you are not provid-
ing a differentiated product or process, then 
you will be commoditized away by the tech-
nological advancement of the industry.”

Noted Grant Engelbart, manager of 
AdvisorOne CLS Global Aggressive Equi-
ty, “No one seems to want to pay for active 

management, despite its potential benefits.
“However,” he added, “as fees come 

down in active funds, their performance 
will look better.”

Robert Marshall-Lee, manager of the 
Dreyfus Global Emerging Markets Fund, ex-
plained that the rise of passive leads to “less 
price-sensitive market participants, which 
may lead to greater price swings away from 
fundamentals.”  

He added, “This allows the high-con-
viction active manager to benefit from such 
anomalies.”  

INFLOWS
In January, inflows to passive U.S. eq-

uity funds were at $41.2 billion, while 
outflows from active U.S. equity funds hit 
$24.1 billion, according to Morningstar. 

Serena Perin Vinton, portfolio manager 
of the Franklin Growth Fund, said, “It has 
been a challenging period for active, but I 
believe that portfolio managers who deliv-
er superior risk-adjusted returns for their 
shareholders over the long term will see a 
return to favorable asset flows.”  MME  

MANAGERS 
from page 1

Jonathan Siegmann 
Fund: Fidelity Select Defense & 
Aerospace Portfolio (FSDAX)
Fund AUM: $3.1 billion
Total Returns: 
  YTD:  9.36%
  1-year:  36.81%
  3-year:  17.77%
  5-year:  20.75%

Siegmann has worked as a re-
search analyst with Fidelity Man-
agement & Research Company, 
the investment advisor for Fideli-

ty’s family of mutual funds, for the past six years. 
Since 2015, Siegmann has focused on the aerospace and de-

fense industry, and managed the firm’s $1.6 billion Fidelity Se-
lect Defense and Aerospace Fund. 

Siegmann also focuses on industries including paper, pack-
aging, wood products and chemical stocks. 

Prior to his current position, which he took in 2012, Sieg-
mann was a senior sector specialist in equity research at FMR 
from 2007 to 2012. 

He also held various commercial and operations roles at 
BASF, a European chemical producer.

Rezo Kanovich 
Fund: Oppenheimer 
International Small-Mid 
Company Fund (OSMAX)
Fund AUM: $10.6 billion
Total Returns: 
  YTD:  2.10%
  1-year:  31.68%
  3-year:  14.85%
  5-year:  16.57%

Kanovich joined Oppen-
heimerFunds’ global equity team as 
a senior analyst in 2005. Since 2012 

he has managed the firm’s Oppenheimer International Small-Mid 
Company Fund. 

In the span of six years, Kanovich helped the then-$950 mil-
lion fund grow into one of the leading funds amongst its peers, 
with more than $10 billion  in AUM. Kanovich’s alpha over the 
past six years is nearly triple his peer group average. 

Prior to OppenheimerFunds, Kanovich was an analyst with 
Boston Biomedical Consultants, an investment banker with Leh-
man Brothers’ M&A team and a consultant with PwC. He holds 
an MBA in finance and health care systems from the Wharton 
Wharton School at the University of Pennsylvania. 

SPECIAL REPORT: 10 FUND MANAGERS TO WATCH
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Jeffrey Sherman  
Fund: DoubleLine 
Strategic Commodities 
Fund (DBCMX)
Fund AUM: $256.3 million
Total Returns: 
  YTD:  1.19%
  1-year:  9.31%
  3-year:  N/A
  5-year:  N/A

Sherman, deputy CIO and 
portfolio manager at DoubleLine 
Capital, leads the firm’s Cross-asset 

Team and manages its DoubleLine Strategic Commodities Fund.  
Sherman designed the portfolio structure for the SPDR Dou-

bleLine Total Return Tactical ETF (TOTL) as a co-portfolio 
manager of the fund, the largest ETF in Morningstar’s interme-
diate-term bond category, with more than $3.3 billion in assets. 

Sherman has worked for the firm since 2009, with a focus on 
fixed income and real-asset portfolios. 

He also assisted in developing real-asset strategies and oversee-
ing commodity funds at the firm. Prior to this position, he was a 
senior vice president, portfolio manager and quantitative analyst 
at TCW. 

Catherine M. Stienstra 
Fund: Columbia Strategic 
Municipal Income 
Fund (INTAX)
Fund AUM: $1.2 billion
Total Returns: 
  YTD:  -1.14%
  1-year:  5.18%
  3-year:  3.31%
  5-year:  3.49%

Stienstra, a senior municipal 
fixed-income portfolio manag-
er at Columbia Threadneedle In-

vestments, manages the firm’s national short municipal bond, 
state-specific long municipal bond, high-yield municipal bond 
and strategic municipal income strategies.

Previously, Stienstra worked for U.S. Bancorp Asset Manage-
ment as a senior fixed-income portfolio manager. 

In this position, she supervised the investment management of 
the tax-exempt custom cash institutional portfolios. 

She also managed three state-specific bond products and a na-
tional short-term municipal product, and was a manager of three 
closed-end funds. Prior to U.S. Bancorp, she worked at Metropol-
itan Financial Mortgage.

Serena Perin Vinton 
Fund: Franklin Growth Fund 
(FKGRX)
Fund AUM: $15.5 billion
Total Returns: 
  YTD:  3.72%
  1-year:  21.11%
  3-year:  11.64%
  5-year:  15.25%

Perin Vinton is a senior vice 
president with Franklin Equity 
Group and lead portfolio manager 
of the Franklin Growth Fund. She 

joined Franklin Templeton Investments in 1991. 
She was an analyst and manager in the firm’s international 

fixed-income group for four years. She moved to the Franklin Eq-
uity Group in 1995. 

In this position, Perin Vinton analyzes consumer products, 
household goods and various sectors in the retail industry, such 
as apparel, footwear, textiles, paper, forest products, building ma-
terials and steel. 

Perin Vinton earned her B.A. in business economics from 
Brown University. She is a CFA and a member of the CFA  
Institute.

Rick Singh  
Fund: JPMorgan 
Opportunistic Equity 
Long/Short Fund (JOELX)
Fund AUM: $176.7 million
Total Returns: 
  YTD:  1.72%
  1-year:  11.56%
  3-year:  6.71%
  5-year:  N/A

Singh is an executive director 
at J.P. Morgan Investment Man-
agement. He has been the port-

folio manager of the JPMorgan Opportunistic Equity Long/
Short Fund since 2013. 

Today the fund has $176.7 million in AUM.
Prior to this, Singh served 3G Capital and Standard Pacific, 

a $3 billion hedge fund, as a partner and managing director. 
He was also a partner, managing director and research analyst 
at Karsch Capital Management. 

Singh began his career at Salomon Smith Barney, as an in-
vestment banker in mergers and acquisitions. He has exten-
sive investment experience. Singh holds a B.S. in commerce 
from the University of Virginia.

Emory W. Sanders Jr. 
Fund: John Hancock 
Fundamental Large Cap 
Core (TAGRX)
Fund AUM: $5.2 billion
Total Returns: 
  YTD:  1.33%
  1-year:  13.68%
  3-year:  11.32%
  5-year:  13.49%

Sanders is a senior managing 
director, senior portfolio manager 
and co-leader of the U.S. core value 

equity team at John Hancock Asset Management. In this role, he 
manages the firm’s large-cap value, large-cap core and all-cap core 
strategies. 

Sanders specializes in the technology, consumer staples and 
industrials sectors. He has worked for the firm for seven years.  

Prior to John Hancock, Sanders was a director, portfolio man-
ager and senior equity analyst with the large-cap equity research 
team at Wells Capital Management. Before that, he served as an 
analyst with Evergreen Investments from 1997 to 2008.  Sanders 
had been promoted to portfolio manager when he left the firm. 
He is CFA and a member of the Boston Security Analysts Society.

Grant Engelbart
Fund: AdvisorOne 
CLS Global Aggressive 
Equity (CLACX)
Fund AUM: $173.5 million
Total Returns: 
  YTD:  0.83%
  1-year:  17.13%
  3-year:  9.54%
  5-year:  11.05%

For the past five years, Engel-
bart has managed aggressive mu-
tual funds and several ETF and 

mutual fund separate account strategies at CLS. 
Engelbart also leads the alternative broad asset class team 

and serves on committees across the firm and its parent com-
pany, Northstar Financial Services. 

Two years after his internship at CLS in 2007, he returned 
to the firm and held several roles in trading and investment 
research for five years. 

Engelbart began working at his current position with CLS 
in 2013. Prior to CLS, he worked for TD Ameritrade and State 
Street.  

Engelbart’s office is based in Omaha, Nebraska. 
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Jeffrey Sherman  
Fund: DoubleLine 
Strategic Commodities 
Fund (DBCMX)
Fund AUM: $256.3 million
Total Returns: 
  YTD:  1.19%
  1-year:  9.31%
  3-year:  N/A
  5-year:  N/A

Sherman, deputy CIO and 
portfolio manager at DoubleLine 
Capital, leads the firm’s Cross-asset 

Team and manages its DoubleLine Strategic Commodities Fund.  
Sherman designed the portfolio structure for the SPDR Dou-

bleLine Total Return Tactical ETF (TOTL) as a co-portfolio 
manager of the fund, the largest ETF in Morningstar’s interme-
diate-term bond category, with more than $3.3 billion in assets. 

Sherman has worked for the firm since 2009, with a focus on 
fixed income and real-asset portfolios. 

He also assisted in developing real-asset strategies and oversee-
ing commodity funds at the firm. Prior to this position, he was a 
senior vice president, portfolio manager and quantitative analyst 
at TCW. 

Serena Perin Vinton 
Fund: Franklin Growth Fund 
(FKGRX)
Fund AUM: $15.5 billion
Total Returns: 
  YTD:  3.72%
  1-year:  21.11%
  3-year:  11.64%
  5-year:  15.25%

Perin Vinton is a senior vice 
president with Franklin Equity 
Group and lead portfolio manager 
of the Franklin Growth Fund. She 

joined Franklin Templeton Investments in 1991. 
She was an analyst and manager in the firm’s international 

fixed-income group for four years. She moved to the Franklin Eq-
uity Group in 1995. 

In this position, Perin Vinton analyzes consumer products, 
household goods and various sectors in the retail industry, such 
as apparel, footwear, textiles, paper, forest products, building ma-
terials and steel. 

Perin Vinton earned her B.A. in business economics from 
Brown University. She is a CFA and a member of the CFA  
Institute.

Antonio Picca 
Fund: Vanguard’s 
U.S. Factor Fund 
Suite
Fund AUM: $67.3 million
Total Returns: 
  YTD:  N/A
  1-year:  N/A
  3-year:  N/A
  5-year:  N/A

Picca is a senior portfolio man-
ager and head of factor-based strat-
egies at Vanguard’s quantitative 

equity group. 
In this position, he is responsible for research and management 

for all the group’s active factor strategies. 
Today he oversees a suite of factor funds, which launched on 

Feb. 15 and have $56 million in AUM. 
These funds include the Vanguard U.S. Minimum Volatili-

ty ETF (VFMV), Vanguard U.S. Value Factor ETF (VFVA) and 
Vanguard U.S. Momentum Factor ETF (VFMO).

Prior to joining Vanguard in 2017, Picca designed and im-
plemented factor-based investment solutions at Dimensional 
Fund Advisors.

Emory W. Sanders Jr. 
Fund: John Hancock 
Fundamental Large Cap 
Core (TAGRX)
Fund AUM: $5.2 billion
Total Returns: 
  YTD:  1.33%
  1-year:  13.68%
  3-year:  11.32%
  5-year:  13.49%

Sanders is a senior managing 
director, senior portfolio manager 
and co-leader of the U.S. core value 

equity team at John Hancock Asset Management. In this role, he 
manages the firm’s large-cap value, large-cap core and all-cap core 
strategies. 

Sanders specializes in the technology, consumer staples and 
industrials sectors. He has worked for the firm for seven years.  

Prior to John Hancock, Sanders was a director, portfolio man-
ager and senior equity analyst with the large-cap equity research 
team at Wells Capital Management. Before that, he served as an 
analyst with Evergreen Investments from 1997 to 2008.  Sanders 
had been promoted to portfolio manager when he left the firm. 
He is CFA and a member of the Boston Security Analysts Society.

Robert Marshall-Lee 
Fund: Dreyfus Global 
Emerging Markets Fund 
(DGEAX)
Fund AUM: $351.1 million
Total Returns: 
  YTD:  -5.77%
  1-year:  26.75%
  3-year:  7.31%
  5-year:  N/A

Marshall-Lee is head of the 
Emerging and Asian Equity team 
at the Newton Global Emerging 

Markets Fund. 
Before he took his position as a fund manager for the global 

market, Marshall-Lee was an analyst specializing in a wide 
range of global industries across paper, steel, tobacco and util-
ities sectors. 

Marshall-Lee, who now has 19 years of industry experience, 
began his career at Deloitte & Touche as a supervisor in the 
financial services practice for four years. 

Marshall-Lee holds both Associate Chartered Accoun-
tant and Associate of the Society of Investment Professionals  
qualifications.

Grant Engelbart
Fund: AdvisorOne 
CLS Global Aggressive 
Equity (CLACX)
Fund AUM: $173.5 million
Total Returns: 
  YTD:  0.83%
  1-year:  17.13%
  3-year:  9.54%
  5-year:  11.05%

For the past five years, Engel-
bart has managed aggressive mu-
tual funds and several ETF and 

mutual fund separate account strategies at CLS. 
Engelbart also leads the alternative broad asset class team 

and serves on committees across the firm and its parent com-
pany, Northstar Financial Services. 

Two years after his internship at CLS in 2007, he returned 
to the firm and held several roles in trading and investment 
research for five years. 

Engelbart began working at his current position with CLS 
in 2013. Prior to CLS, he worked for TD Ameritrade and State 
Street.  

Engelbart’s office is based in Omaha, Nebraska. 
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than 0.2% of the U.S. ETF industry that’s ap-
proaching $3.6 trillion.

The data are a sobering reminder about 
how, for all the clamoring for Wall Street to 
take on a bigger role as moral arbiter, ordi-
nary investors just don’t seem to vote with 
their portfolios. And while it’s the asset man-
agement behemoths like BlackRock and 
Vanguard, whose mutual and ETFs make 
them the largest stakeholders in the firearm 
manufacturers that bear the brunt of public 
criticism, investors don’t need the fund com-
panies to take action for them. 

“Investors have many choices now to make 
a positive impact on society and to align their 
investment with their personal values,” said 
Linda Zhang, chief executive of Purview In-
vestments, which offers an actively managed 
ESG ETF portfolio. “The time is really to act 
now, there are no excuses not to if you strong-
ly believe in these principles.”

So what’s going on? ESG fund manage-
ment fees start at 0.12% and go up to 0.95%, 
significantly more than the 0.2% an investor 
can pay for a Russell 2000 ETF that includes 
three gun companies. The median for the so-
cially responsible funds is 0.45%.

There’s a tax hit associated with selling out 
of one fund and buying into another, discour-
aging capital reallocation from a gun holder 
to an ESG ETF.

And there’s a perception (and, often, a 
reality) that if ETFs remove gunmakers and 
other companies from the so-called sin in-
dustries, their performance will suffer. 

Take BlackRock’s MSCI KLD 400 Social 
ETF (DSI), which tracks a measure that ex-
plicitly avoids companies involved in “civilian 
firearms.” It’s returned an average 10% over 
the last three years, lagging the S&P 500 by 
almost a percentage point. Shorter-term, the 
performance is better. Over one year, the gap 
narrows to a few basis points and the fund 
beat its benchmark for its broader universe.

Access also comes at a price. While you 
can buy and sell nearly anything on the most 
popular online brokerages, opting for one of 
more than 50 ESG ETF could cost more.

Many of these funds are missing from 
commission-free platforms that the likes 
of Schwab, E-Trade and TD Ameritrade of-
fer, which can save investors $7 every trade. 
Getting on these platforms requires assets, 
track record — and money — something that 
not all ESG providers can deliver. Just six of 
Schwab’s more than 200 commission-free 
ETFs are ESG; at E-Trade it’s seven, and at TD 
Ameritrade it’s 11.

Access may be expanding, though. Mor-
gan Stanley offers an impact portfolio as part 

of its new online advice service, and Better-
ment — one of the largest independent ro-
bo-advisors — added a socially responsible 
investing portfolio. BlackRock, for its part, 
already has 10 ESG ETFs, if investors know 
where to find them.

Another impediment is that most 401(k) 
retirement accounts don’t offer ETFs, leav-
ing a large swath of retail investors unable 
to vote with their cash. About 54 million 
Americans were contributing to a 401(k) as of 
2015, data from the ICI suggests. By contrast, 
a paper produced for the Department of La-

bor showed only 17 million households had a 
brokerage account as of 2013.

It’s also possible that retail investors prior-
itize other means for expressing an opinion 
on the raging debate over guns. A major flash 
point since the Florida shooting has been cor-
porate relationships with the National Rifle 
Association, with airlines, hotels, car-rental 
firms and other businesses cutting ties with 
the pro-gun group by ending member dis-
counts.

As for hitting the gun makers on the eq-
uity market, moms and pops do have the 
option to vote with their feet. Greater access 
and visibility will only translate into assets if 
investors decide that moving their cash out 
of gun stocks will put pressure on weapons 
manufacturers. If not, maybe they will just 
call their congressman instead.

“Investors have the choice,” said Martin 
Kremenstein, head of ETFs at Nuveen, which 
runs eight ESG funds, all of which exclude 
companies that earn 50% of their revenue, or 
more than $100 million, selling civilian fire-
arms. “They have enough opportunity to buy 
the product out there. If there’s something 
they care about, they can make that decision.” 
— Bloomberg News MME  

ANALYSIS

and prepare the chief compliance officer and 
staff for exam interviews. Following weeks 
of preparation for their arrival, regulatory 
examiners will want a general meeting that 
kicks off the on-site portion of the exam.  

In this meeting, you should expect to pro-
vide an overview of your firm and compli-
ance program — initial meetings enable ex-
aminers to become familiar with your firm’s 
structure and governance, key employees, 
investment strategies, clients and operations. 

Senior management should conduct a 
presentation on behalf of your firm and an-
swer general questions about the compliance 
program. The CCO should then conduct a 
more detailed presentation of the compliance 
program. Examiners may look to gauge the 
dynamic between the CCO and your firm’s 
leadership to confirm the expertise and em-
powerment of the individual designated to 
manage your compliance program.  

ON-SITE INTERVIEWS
The examiners may commence by asking 

for your professional background, including 
your education and training. 

They will focus on your responsibilities 
within the firm. Keep responses brief and to 
the point. They will then ask questions that 
are more specific regarding how you perform 
those responsibilities.  

Employees should be prepared to discuss 
the compliance policies and procedures ap-
plicable to the functions they perform or 
supervise.  For example, processes would in-
clude the selection of investments, suitability 
analysis, ongoing due diligence, allocation 
of investment opportunities, selection and 
assessment of executing broker-dealers and 
portfolio monitoring.  You may want to have 
the CCO prepare employees for this interview 
and have a brief outline of potential questions 
to help staff stay on point.

• The examiner will have questions about 
content in your firm’s response to their initial 
request list.  For example, they may request to 
speak with the most knowledgeable person 
to review a particular document on a specific 
topic. Designate and adequately prepare the 
right person to respond to the examiner’s in-
terest regarding specific topics.  

INDEX 
from page 1

REVIEW
from page 1

“Investors have many choices now to make a 
positive impact on society and to align their 
investment with their personal values.”

Purview Investments CEO Linda Zhang
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Assets in ESG ETFs continue to grow

Data as of Feb. 26. Source: Bloomberg News
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of its new online advice service, and Better-
ment — one of the largest independent ro-
bo-advisors — added a socially responsible 
investing portfolio. BlackRock, for its part, 
already has 10 ESG ETFs, if investors know 
where to find them.

Another impediment is that most 401(k) 
retirement accounts don’t offer ETFs, leav-
ing a large swath of retail investors unable 
to vote with their cash. About 54 million 
Americans were contributing to a 401(k) as of 
2015, data from the ICI suggests. By contrast, 
a paper produced for the Department of La-

bor showed only 17 million households had a 
brokerage account as of 2013.

It’s also possible that retail investors prior-
itize other means for expressing an opinion 
on the raging debate over guns. A major flash 
point since the Florida shooting has been cor-
porate relationships with the National Rifle 
Association, with airlines, hotels, car-rental 
firms and other businesses cutting ties with 
the pro-gun group by ending member dis-
counts.

As for hitting the gun makers on the eq-
uity market, moms and pops do have the 
option to vote with their feet. Greater access 
and visibility will only translate into assets if 
investors decide that moving their cash out 
of gun stocks will put pressure on weapons 
manufacturers. If not, maybe they will just 
call their congressman instead.

“Investors have the choice,” said Martin 
Kremenstein, head of ETFs at Nuveen, which 
runs eight ESG funds, all of which exclude 
companies that earn 50% of their revenue, or 
more than $100 million, selling civilian fire-
arms. “They have enough opportunity to buy 
the product out there. If there’s something 
they care about, they can make that decision.” 
— Bloomberg News MME  

ANALYSIS

and prepare the chief compliance officer and 
staff for exam interviews. Following weeks 
of preparation for their arrival, regulatory 
examiners will want a general meeting that 
kicks off the on-site portion of the exam.  

In this meeting, you should expect to pro-
vide an overview of your firm and compli-
ance program — initial meetings enable ex-
aminers to become familiar with your firm’s 
structure and governance, key employees, 
investment strategies, clients and operations. 

Senior management should conduct a 
presentation on behalf of your firm and an-
swer general questions about the compliance 
program. The CCO should then conduct a 
more detailed presentation of the compliance 
program. Examiners may look to gauge the 
dynamic between the CCO and your firm’s 
leadership to confirm the expertise and em-
powerment of the individual designated to 
manage your compliance program.  

ON-SITE INTERVIEWS
The examiners may commence by asking 

for your professional background, including 
your education and training. 

They will focus on your responsibilities 
within the firm. Keep responses brief and to 
the point. They will then ask questions that 
are more specific regarding how you perform 
those responsibilities.  

Employees should be prepared to discuss 
the compliance policies and procedures ap-
plicable to the functions they perform or 
supervise.  For example, processes would in-
clude the selection of investments, suitability 
analysis, ongoing due diligence, allocation 
of investment opportunities, selection and 
assessment of executing broker-dealers and 
portfolio monitoring.  You may want to have 
the CCO prepare employees for this interview 
and have a brief outline of potential questions 
to help staff stay on point.

• The examiner will have questions about 
content in your firm’s response to their initial 
request list.  For example, they may request to 
speak with the most knowledgeable person 
to review a particular document on a specific 
topic. Designate and adequately prepare the 
right person to respond to the examiner’s in-
terest regarding specific topics.  

• Interviewees should answer questions 
directly, only elaborating when needed. A re-
sponse that contradicts a document provid-
ed to the examiners may impair the smooth 
progress of the examination. 

• Regulatory examiners understand there 
could be mistakes when answering questions, 
as we are all human. It’s customary to go back 
and restate an answer that may have been in-
correct.  That said, if no one knows the an-
swer, you should tell the examiner you’ll get 
back to them with a response.

• The examiner will usually ask for back-
up documentation in certain cases, typically 
where hardcopy documents are available to 
confirm.  This is normal.  Before providing 
these materials, review them with your CCO.

DURING THE EXAM
Examiners will spend a significant amount 

of time in the designated conference room, 
reading the provided materials and taking 
notes during interviews and when answering 
questions. As they continue their exam, ques-
tions and information requests will arise.

There may be areas in which the examin-
er feels the information provided has gaps or 
issues, or topics have not been properly ad-
dressed. It’s a best practice to address these 
promptly while the examiners are on-site.  
Doing so may eliminate a comment in the 
deficiency letter, or the deficiency item could 
include a mitigating statement that the item 
was addressed during the exam.

The CCO should request an exit interview 
to discuss the exam’s status. This provides an 
opportunity to review open issues regulators 
may believe are deficiencies. Examiners may 
want to conduct the exit interview on the last 
day while on-site, and/or schedule an exit in-
terview later, on- or off-site, while the exam is 
ongoing after their visit.

CONCLUSION OF THE EXAM
After the on-site portion of the exam con-

cludes, examiners may have follow-up re-
quests for some time.  

The firm, coordinated by the CCO, 
should respond promptly to all requests, 
in the same process as when preparing the 
initial responses. Commission rules re-
quire that exams be completed within six 
months of an on-site review or within six 
months of receiving all materials request-
ed, whichever comes later.

An examination can have one of three 
outcomes, which are not mutually exclusive.  
Reviewers will:

• Issue a letter to the registrant indicating 
that no deficiencies were identified;

• Issue a letter describing the deficien-
cies and requiring the registrant to imple-
ment appropriate corrective actions, and 
submitting a written response describing 
the actions; or

• Refer deficiency matters to other investi-
gatory or enforcement staff of the SEC.  

Although there are times when no defi-
ciency may be found, the SEC often issues a 
deficiency letter. 

The letter typically outlines background 
information and citations of the regulations 
or law, responses to questions asked during 
the exam, details of what was reviewed and 
any issues or recommendations identified 
during the exam.   

The CCO and registrant will need to 
provide a written response to the deficien-
cy letter within 30 days, describing either 
grounds for disputing the deficiency or the 
steps that have or will be taken to remedy 
the deficiencies.  MME  

Carl M. Rizzo and Joseph M. DiBartolo are 
directors at Alaric Compliance Services. 

“It’s a best practice to address gaps and issues promptly while 
the examiners are onsite. Doing so may possibly eliminate a 
comment in the deficiency letter.”

Carl M. Rizzo and Joseph M. DiBartolo, directors, Alaric Compliance Services

REVIEW
from page 1

“Investors have many choices now to make a 
positive impact on society and to align their 
investment with their personal values.”

Purview Investments CEO Linda Zhang
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DATA SHOWCASE

Ticker 1-Yr. % Returns 10-Yr. % Annualized 
Returns

Expense
Ratio

Net Assets 
(millions)

Vanguard Precious Metals and Mining Inv VGPMX -10.35 -8.43 0.43% $2,567.15 

Franklin Gold and Precious Metals A FKRCX -23.28 -6.39 0.98% $988.06 

Fidelity Select Gold FSAGX -14.52 -6.20 0.84% $1,393.69 

USAA Precious Metals and Minerals USAGX -13.38 -6.08 1.22% $556.23 

Oppenheimer Gold & Special Minerals A OPGSX -11.18 -5.39 1.17% $1,003.32 

Ivy Natural Resources A IGNAX -0.46 -5.30 1.62% $599.75 

Prudential Jennison Natural Resources B PRGNX 0.96 -4.26 2.19% $1,501.24 

VanEck International Investors Gold A INIVX -12.32 -4.16 1.35% $673.92 

Victory Global Natural Resources A RSNRX -8.57 -4.10 1.48% $1,314.24 

Invesco Energy Inv FSTEX -8.02 -3.77 1.27% $587.42 

First Eagle Gold A SGGDX -10.31 -3.34 1.27% $1,134.64 

Tocqueville Gold TGLDX -12.58 -3.22 1.40% $1,058.11 

Franklin Natural Resources A FRNRX -1.50 -2.99 1.06% $552.18 

Fidelity Latin America FLATX 27.97 -2.92 1.09% $672.86 

VanEck Global Hard Assets A GHAAX -3.07 -2.83 1.38% $2,155.49 

Fidelity Advisor Energy M FAGNX -3.75 -1.69 1.36% $949.47 

Fidelity Select Natural Resources Port FNARX -2.19 -1.52 0.84% $1,022.54 

Fidelity Select Energy FSENX -3.17 -1.21 0.79% $2,001.94 

Janus Henderson Overseas D JNOSX 26.16 -1.15 0.62% $1,812.20 

T. Rowe Price Latin America PRLAX 22.47 -0.98 1.38% $759.18 

 
Data as of 12/4/17. Source: Morningstar Direct

In the decade since the financial crisis, while the S&P 500 
posted annualized gains of 9.4% and the best-performing funds 
— mostly deep in tech and biotech — lavished investors with an-
nualized returns in the high teens, others were not so lucky.

Indeed, against that bullish backdrop, the worst-performing 
funds over the past 10 years were mostly found in the natural 
resources sector, including mining and gold. In fact, for some of 
funds in this sector, the financial crisis wasn’t even the low point. 
Some on this list had bigger annual losses in 2013, a particularly 

Worst-performing funds since 2008 financial crisis
MiFID II, a set of new regulations that 

will impact both asset managers and sell-side 
research firms, was implemented in the EU 
earlier this year. As a result, investment man-
agement firms will, for the first time ever, be 
required to pay for sell-side research and oth-
er services, and to disclose those costs. 

Traditionally, sell-side research had been 
funded by managers through soft-dollar 
trading commissions, meaning they were ab-
sorbed in the cost of executing stock trades.  
As a result, there hasn’t been transparency of 
actual research costs or other services pro-
vided by the sell side, or any measurement of 
value provided to buy-side clients.  

At this time, regulators are not requiring 
U.S. firms to comply with MiFID. However, 
many global firms with U.S. operations and 
U.S. firms that anticipate the regulation will 
eventually be adopted domestically are posi-
tioning themselves for the post-MiFID era. 

Because MiFID will require buy-side 
firms to disclose exactly how much they pay 
for research and trading, there will be com-
plete transparency as to the price of research.

Research has been priced on a large range 
by global sell-side firms. A recent survey of 
banks by McKinsey estimates that MiFID 
could result in a sharp decline in demand 
for equity research, as well as a 30% indus-
try-wide drop in equity research revenues 
over the next three years. The world’s biggest 
banks could lose 15% of their trading revenue 
in Europe as a result of MiFID, according to 
research firm Coalition Development.

Equity markets have changed tremen-
dously over the past decade, and a variety of 
factors have impacted both the sell-side and 
the buy-side. On the sell-side, there has been 
continued consolidation due to economic 
pressures, which has resulted in a significant 
reduction in the number of sell-side analysts. 

At the same time, the experience level of 
sell-side analysts has declined dramatically, 
and, with most analysts covering about 25 
companies, the majority of sell-side research 
has become maintenance that summariz-
es corporate events or earnings results and 
doesn’t provide institutional investors with 
value-added, actionable advice. This model 
raises the question: Does the average buy-side 

investor need numerous research reports that 
provide the same type of standard informa-
tion? Does this add value?    

At the same time, buy-side firms are find-
ing it challenging to compete with the grow-
ing prevalence of ETFs and the shift to passive 
investing while also encountering a massive 
wave of consolidation. Actively managed 
buy-side firms need new tools that will help 
them remain competitive and generate al-
pha for their clients. MiFID could exacerbate 
the trend toward consolidation, especially 
for smaller firms without scale, given the fee 
pressures they are facing and the added ex-
pense of sell-side research.  

In the post-MiFID era, smaller sell-side 
firms will compete against larger firms that 
have the ability to absorb research costs, 
which could lead to a scenario where large-
cap companies remain well-followed and 
small- and mid-cap stocks, as well as those 
in more esoteric or unpopular industries, will 
lose coverage. Some believe sell-side firms al-
ready focused on serving small-cap generalist 
investors and boutique firms that focus on 
specific verticals and offer exceptional insight 
will continue to exist post-MiFID. 

Sell-side research firms will live and die by 
the value of their research, as defined by their 
institutional investor clients who rely on it to 
make the best possible investment decisions. 

Sell-side providers that are not at the top of 
the industry in terms of caliber and breadth, 
or that do not provide focused or highly dif-
ferentiated research, are expected to see a ma-
jor contraction in their business. Specialized 
boutique research firms will do well because 
they will absorb market share, particularly 
as the buy side becomes more focused on the 
value they’re getting for what they spend. 

Longer-term, the whole pie will shrink, 
but the middle will be hollowed out as insti-
tutional investors ask themselves if they real-
ly need equity research from three mid-tier 
firms if they are already getting it from two 
bulge-bracket firms. Second- and third-tier 
firms that cannot subsidize their research will 
end up closing their doors, and we may even 
reach the point where small-cap companies 
have to pay for research coverage.  MME  

Randy Watts is the chief investment 
strategist for William O’Neil + Co.

MiFID II: A unique opportunity for sell-side firms 
By Randy Watts

COMMENTARY

How MiFID II promotes fairness
Issue Rules Goal

Trade reporting and market 
access

Requires brokers to post prices 
and trades for a broad range 
of securities; opens trading 

platforms

Improves transparency, 
competition and access to best 

prices

Dark pools
Limits trading in private 

exchanges

Makes public exchanges more 
accurate; widens investor 

choice

Conduct of business
Requires brokers to secure 

best prices; restricts payments 
for investment research

Enhances investor protection 
by limiting ability to direct 

commissions

Record-keeping
Brokers must store 

communications, including 
phone conversations

Gives regulators the ability to 
investigate and reconstruct 

events

Algorithmic and high-
frequency trading

Computer programs must be 
registered, tested and have 

“circuit breakers”

Prevents market disruption and 
abuse

Commodity derivatives
Extends banking regulations, 

including capital rules, to 
traders of commodities

Limits speculation and 
prevents disruptions in 

markets that affect food and 
energy prices 

Source: Bloomberg News
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DATA SHOWCASE

Ticker 1-Yr. % Returns 10-Yr. % Annualized 
Returns

Expense
Ratio

Net Assets 
(millions)

Vanguard Precious Metals and Mining Inv VGPMX -10.35 -8.43 0.43% $2,567.15 

Franklin Gold and Precious Metals A FKRCX -23.28 -6.39 0.98% $988.06 

Fidelity Select Gold FSAGX -14.52 -6.20 0.84% $1,393.69 

USAA Precious Metals and Minerals USAGX -13.38 -6.08 1.22% $556.23 

Oppenheimer Gold & Special Minerals A OPGSX -11.18 -5.39 1.17% $1,003.32 

Ivy Natural Resources A IGNAX -0.46 -5.30 1.62% $599.75 

Prudential Jennison Natural Resources B PRGNX 0.96 -4.26 2.19% $1,501.24 

VanEck International Investors Gold A INIVX -12.32 -4.16 1.35% $673.92 

Victory Global Natural Resources A RSNRX -8.57 -4.10 1.48% $1,314.24 

Invesco Energy Inv FSTEX -8.02 -3.77 1.27% $587.42 

First Eagle Gold A SGGDX -10.31 -3.34 1.27% $1,134.64 

Tocqueville Gold TGLDX -12.58 -3.22 1.40% $1,058.11 

Franklin Natural Resources A FRNRX -1.50 -2.99 1.06% $552.18 

Fidelity Latin America FLATX 27.97 -2.92 1.09% $672.86 

VanEck Global Hard Assets A GHAAX -3.07 -2.83 1.38% $2,155.49 

Fidelity Advisor Energy M FAGNX -3.75 -1.69 1.36% $949.47 

Fidelity Select Natural Resources Port FNARX -2.19 -1.52 0.84% $1,022.54 

Fidelity Select Energy FSENX -3.17 -1.21 0.79% $2,001.94 

Janus Henderson Overseas D JNOSX 26.16 -1.15 0.62% $1,812.20 

T. Rowe Price Latin America PRLAX 22.47 -0.98 1.38% $759.18 

 
Data as of 12/4/17. Source: Morningstar Direct

In the decade since the financial crisis, while the S&P 500 
posted annualized gains of 9.4% and the best-performing funds 
— mostly deep in tech and biotech — lavished investors with an-
nualized returns in the high teens, others were not so lucky.

Indeed, against that bullish backdrop, the worst-performing 
funds over the past 10 years were mostly found in the natural 
resources sector, including mining and gold. In fact, for some of 
funds in this sector, the financial crisis wasn’t even the low point. 
Some on this list had bigger annual losses in 2013, a particularly 

bad year for gold and other precious metals, as well as agricultural 
products.

Commodities, and sectors related to them, are highly cyclical, 
explains Greg McBride, chief financial analyst at financial web-
site Bankrate. “The performance over the past 10 years has been 
lackluster because it came on the heels of a commodity boom in 
the years preceding the great recession,” he says. Slower economic 
growth was a global theme over much of the last decade, not just a 
U.S. theme, he adds. MME  

Worst-performing funds since 2008 financial crisis
investor need numerous research reports that 
provide the same type of standard informa-
tion? Does this add value?    

At the same time, buy-side firms are find-
ing it challenging to compete with the grow-
ing prevalence of ETFs and the shift to passive 
investing while also encountering a massive 
wave of consolidation. Actively managed 
buy-side firms need new tools that will help 
them remain competitive and generate al-
pha for their clients. MiFID could exacerbate 
the trend toward consolidation, especially 
for smaller firms without scale, given the fee 
pressures they are facing and the added ex-
pense of sell-side research.  

In the post-MiFID era, smaller sell-side 
firms will compete against larger firms that 
have the ability to absorb research costs, 
which could lead to a scenario where large-
cap companies remain well-followed and 
small- and mid-cap stocks, as well as those 
in more esoteric or unpopular industries, will 
lose coverage. Some believe sell-side firms al-
ready focused on serving small-cap generalist 
investors and boutique firms that focus on 
specific verticals and offer exceptional insight 
will continue to exist post-MiFID. 

Sell-side research firms will live and die by 
the value of their research, as defined by their 
institutional investor clients who rely on it to 
make the best possible investment decisions. 

Sell-side providers that are not at the top of 
the industry in terms of caliber and breadth, 
or that do not provide focused or highly dif-
ferentiated research, are expected to see a ma-
jor contraction in their business. Specialized 
boutique research firms will do well because 
they will absorb market share, particularly 
as the buy side becomes more focused on the 
value they’re getting for what they spend. 

Longer-term, the whole pie will shrink, 
but the middle will be hollowed out as insti-
tutional investors ask themselves if they real-
ly need equity research from three mid-tier 
firms if they are already getting it from two 
bulge-bracket firms. Second- and third-tier 
firms that cannot subsidize their research will 
end up closing their doors, and we may even 
reach the point where small-cap companies 
have to pay for research coverage.  MME  

Randy Watts is the chief investment 
strategist for William O’Neil + Co.

MiFID II: A unique opportunity for sell-side firms 

COMMENTARY
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SCORECARD SCORECARD

ETF flows  
($ millions)

Date Total equity
Domestic

equity
World
equity

Hybrid
Total
bond

Taxable
bond

Municipal
bond

Commodity
Total LT MF

and ETF flows

Estimated weekly net new cash flow
02/28/2018 11,703 6,397 5,306 -422 5,190 5,077 112 278 16,748

02/21/2018 2,505 -4,899 7,405 -965 4,451 3,970 481 477 6,469

02/14/2018 1,523 -7,556 9,079 -1,456 -12,114 -11,474 -640 182 -11,864

02/07/2018 -33,974 -37,002 3,028 -1,393 7,303 7,891 -588 939 -27,125

Monthly net new cash flow
01/31/2018 54,111 10,766 43,346 -664 56,770 46,313 10,457 1,724 111,942

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

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

Source: Investment Company Institute

Mutual fund flows  
($ millions)

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
2/28/2018 -1,142 -3,634 -6,364 -2,044 -686 -440 -2,367 -827 2,729 2,958 -229

2/21/2018 5,664 3,771 707 771 117 -457 -95 372 3,063 2,315 749

2/14/2018 -6,446 4,332 -1,236 2,599 -561 -495 -1,413 -1,367 5,568 4,631 937

2/7/2018 -10,318 -14,666 -15,175 -4,540 -2,272 -1,222 -5,973 -1,168 508 362 147

Monthly net new cash flow
1/31/2018 38,915 -7,161 -24,552 -6,914 -5,293 -2,117 -9,942 -285 17,391 13,190 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.
Source: Investment Company Institute
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SCORECARD SCORECARD

ETF flows  
($ millions)

Date Total equity
Domestic

equity
World
equity

Hybrid
Total
bond

Taxable
bond

Municipal
bond

Commodity
Total LT MF

and ETF flows

Estimated weekly net new cash flow
02/28/2018 11,703 6,397 5,306 -422 5,190 5,077 112 278 16,748

02/21/2018 2,505 -4,899 7,405 -965 4,451 3,970 481 477 6,469

02/14/2018 1,523 -7,556 9,079 -1,456 -12,114 -11,474 -640 182 -11,864

02/07/2018 -33,974 -37,002 3,028 -1,393 7,303 7,891 -588 939 -27,125

Monthly net new cash flow
01/31/2018 54,111 10,766 43,346 -664 56,770 46,313 10,457 1,724 111,942

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

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

Mutual fund flows  
($ millions)

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
2/28/2018 -1,142 -3,634 -6,364 -2,044 -686 -440 -2,367 -827 2,729 2,958 -229

2/21/2018 5,664 3,771 707 771 117 -457 -95 372 3,063 2,315 749

2/14/2018 -6,446 4,332 -1,236 2,599 -561 -495 -1,413 -1,367 5,568 4,631 937

2/7/2018 -10,318 -14,666 -15,175 -4,540 -2,272 -1,222 -5,973 -1,168 508 362 147

Monthly net new cash flow
1/31/2018 38,915 -7,161 -24,552 -6,914 -5,293 -2,117 -9,942 -285 17,391 13,190 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.
Source: Investment Company Institute
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