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  DOMESTIC ETF         PORTFOLIO       

Global X:  
Winning The 
Hearts and 
Dollars Of  
Millennials
Jay Jacobs, of Global X, spoke with us  
about the new fund’s aim to capture the 
economic ascendance of the nation’s  
youngest working generation.

By Christopher Robbins

PERHAPS IT IS NOT THE MEEK, BUT 

the millennials that will more likely 
inherit the earth.

So why not invest in the things that 
millennials like?

This week, New York-based Global X Funds  
launched a new ETF aimed at capturing the econom-

ic ascendance of the youngest generation in the U.S. workforce, those 
aged 16 to 36.

The Global X Millennials Thematic ETF, listed on the Nasdaq ex-
change as MILN, will come with a 0.68% expense ratio.

With more than 90 million people, the millennial generation is also 
the largest in the U.S, says Jay Jacobs, Global X’s director of research.

“That alone is interesting,” says Jacobs. “In aggregate, millennials 
are interested in certain types of companies, they’re more socially con-
nected and they’re more physically mobile. We wanted to design a way 
for investors to access where millennials are spending their money.”

According to Global X, millennials currently earn approximately $2 
trillion, a number expected to quadruple over the next decade. In ad-

dition, Global X estimates that the total transfer 
of wealth from baby boomers to millennials will 
reach $40 trillion.

MILN will track the Indxx Millennials The-
matic Index, which selects companies based on 
their appeal to millennials. The fund only invests 
in U.S.-listed companies with market capitaliza-
tions of $500 million or more.

Like the millennial tastes it attempts to mim-
ic, MILN is heavily weighted in technology and 
consumer discretionary products.

“There are a lot of companies that are less in-
novative and stuck in ways that will leave them 
catering to people without the most buying pow-

Domestic ETF
An in-depth look at 
a particular fund, 
sector or theme relat-
ed to 
exchange-traded 
products focused on 
the U.S. market.
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INTERNATIONAL ETF         PORTFOLIO         

Does Gold Make Sense In A 
Post-Brexit World?
Gold enjoyed a resurgence after the U.K.'s decision to leave the EU, but will the higher prices last?

By Christopher Robbins

GOLD PRICES JUMPED AS MANY INVESTORS 

ran for cover on the news that the United 
Kingdom had voted to leave the European 
Union. But is gold really a safe haven?

Undoubtedly, the unexpected “Brexit” vote 
and subsequent market downturn, which 
erased this year’s gains, coincided with a dra-

matic surge in gold prices to two-year highs after a prolonged slump.
But cooler heads have prevailed in recent days as the Brexit reaction 

has subsided, and gold has started to settle, with spot gold prices falling 
slightly on Wednesday and Thursday to around $1,320 an ounce. Gold 
ended June up by more than 8 percent for the month.

“Western investment demand is probably what was missing in gold 
strength,” says Trey Reik, senior portfolio manager of Sprott Asset 

Management’s Institutional Gold & Precious 
Metal Strategy. “When we look at the financial 
and political variables involved in the Brexit 
vote, it’s tough for me to interpret any of it as 
not positive for gold at the margin.”

Brexit is a good example of why investors 
should own some gold within their portfolios, 
says Reik, but it doesn’t make gold any more or 
less attractive. Because of the esoteric nature of 
precious metal prices, there’s no way to know 
for sure whether gold is overvalued or under-
valued at any given time.

While investor sentiment drives sudden 
changes in gold prices, gold’s value is moved by 

International ETF
A deep dive into a 
particular fund, 
sector or theme 
related to ex-
change-traded 
products focused 
on the international 
sphere.
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O’Leary On 
O’Shares

EVIN O’LEARY WAS HANGING 

out in front of the New York 
Stock Exchange on a sultry 
August morning—and people 
noticed. Then again, it was 
hard not notice that his face 
was featured on a large ban-
ner that hung across the col-

onnaded front of the iconic building with a message from the 
NYSE Arca exchange welcoming the chairman of O’Shares 
ETFs on the day he was scheduled to ring the closing bell. 
The banner was framed on the bottom by three U.S. flags, as 
the Canadian-born media personality and investor was the 
star attraction that day at the bastion of American capitalism. 

And on the street below, as the real-life O’Leary stood on a 
cement bench with the banner as a backdrop during a photo 
shoot with a professional photographer, numerous passersby 
who perhaps recognized O’Leary from the Shark Tank televi-
sion show seized the moment with their smartphone cameras 
and resembled a pack of paparazzi as they honed their focus 
on O’Leary. Later that day, some of them likely put those 
pictures on their Facebook pages … “Hey, look who I photo-
graphed today!”

Exchange-traded funds typically aren’t photogenic. Where-
as the public personas of industry heavyweights such as Black-
Rock’s iShares unit, Vanguard, State Street’s SPDR funds and 
Invesco’s PowerShares division are all about their experience, 
reputations and financial heft (Vanguard founder John Bogle 
qualifies as a public face, though he likely wouldn’t attract a 
crowd on a New York street), O’Shares Investments, which 
has five ETFs on the market and 17 more in registration with 
the Securities and Exchange Commission, is built around 
both the personality and the investment philosophy of Kevin 
O’Leary. Based on the reaction from the fans in front of the 
NYSE, people are sold on O’Leary’s public persona. But will 
his recognizable face—and his investment ideas—be enough 
to sell his company’s funds to investors?

The 62-year-old O’Leary is a relentless media machine 
and a self-promoter extraordinaire. He has built his personal 
brand in two countries through appearances on Shark Tank, 
CNBC and Good Morning America in the U.S., along with var-
ious television shows in Canada. He promotes his own wine 
on QVC (Vintage Wine Estates in Napa Valley grows his 
grapes); sells his own photography online (he once aspired 
to be a professional photographer and remains passionate 
about the craft); and now is making the rounds talking up his 
O’Shares ETFs.

O’Shares Investments runs a multi-factor strategy focused 
on the troika of quality, dividends and low volatility. The five 

Kevin O'Leary sees big things for his O’Shares ETFs.
BY JEFF SCHLEGEL

KEVIN O'LEARY         COVER STORY
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K
Kevin O’Leary, chairman 
O’Shares Investments  
 

Cover Story
We take an in-depth look at an individual, company or 
issue that is making a signifi cant impact in the world 
of exchange-traded products.

EDITORIAL EXCELLENCE

CONTENT
ETF Advisor is a quarterly magazine that will launch 
in the Fall of 2016. The following is a look at the topics 
that will be included in every issue.

ETF ADVISOR MAGAZINE

MISSION

ETF Advisor magazine is designed to provide fi nancial advisors with news and state-of-the-art 
analysis about investment strategies utilizing Exchange-Traded Products. The editorial examines 
new investment vehicles and portfolio management techniques in detail, exposing fi nancial 
advisors to new concepts that could increase the value they can deliver to their clients.

CONTRIBUTORS
Ron DeLegge / Tom Dorsey / Deborah Fuhr / Noah Hamman  
Joanne Hill / Christian Magoon / Steve Schoenfeld / Randy Swan 
Larry Swedroe / Sue Thompson

EDITOR 
Jeff Schlegel is a fi nancial journalist with more than 20 years 
experience covering a range of business and investment topics. He 
has won writing awards for both business and travel journalism, and 
his stories have appeared in the New York Times, Washington Post 
and Barron’s, among others. He has served as senior editor of 
Financial Advisor magazine for nine years.

ETF REFERENCE GUIDE 
A comprehensive performance listing 
of the ETF universe by asset class.

iShares Latin America 40 ILF 0.49% NYSE Arca Yes 1,694,662 

iShares India 50 INDY 0.93% NYSE Arca  137,201 

Market Vectors Indonesia ETF IDX 0.59% NYSE Arca  64,348 

Market Vectors Russia ETF RSX 0.62% NYSE Arca Yes 9,073,996 

Market Vectors Vietnam VNM 0.76% NYSEArca  237,953 

PowerShares India Portfolio PIN 0.81% NYSE Arca Yes 824,929 

PowerShares DWA Emerging Markets Momentum Portfolio PIE 0.90% NYSE Arca Yes 76,898 

PowerShares FTSE RAFI Emerging Markets PXH 0.49% NYSE Arca  258,325 

Schwab Emerging Markets Equity ETF SCHE 0.15% NYSE Arca Yes 505,600 

SPDR S&P China ETF GXC 0.59% NYSE Arca Yes 55,387 

SPDR S&P Emerging Markets Dividend ETF EDIV 0.49% NYSE Arca Yes 61,212 

Vanguard FTSE Emerging Markets ETF VWO 0.15% NYSE Arca Yes 16,013,751 

WisdomTree Emerging Markets Equity Income Fund DEM 0.63% NYSE Arca Yes 297,051 

WisdomTree Emerging Markets SmallCap Dividend Fund DGS 0.63% NYSE Arca Yes 96,926 

WisdomTree India Earnings Fund EPI 0.83% NYSE Arca Yes 3,584,517 

Expense Ratio Median  0.62%  

LONG/LEVERAGED ETFs & ETNs

Direxion Daily 20+ Year Treasury Bull 3xShares TMF 0.95% NYSE Arca Yes 454,615

Direxion Daily China Bull 3x Shares YINN 0.95% NYSE Arca Yes 1,370,546

Direxion Daily Emerging Markets Bull 3x Shares EDC 0.95% NYSE Arca Yes 1,327,103

Direxion Daily Energy Bull 3x Shares ERX 0.95% NYSE Arca Yes 3,161,096

Direxion Daily Financial Bull 3x Shares FAS 0.95% NYSE Arca Yes 3,435,525

Direxion Daily Gold Miners Bull 3x Shares NUGT 0.95% NYSE Arca Yes 25,449,037

Direxion Daily Mid Cap Bull 3x Shares MIDU 0.95% NYSE Arca Yes 50,243

Direxion Daily Natural Gas Related Bull 3X Shares GASL 0.95% NYSE Arca Yes 221,034

Direxion Daily Real Estate Bull 3x Shares DRN 0.95% NYSE Arca Yes 157,523

Direxion Daily Semiconductor Bull 3x Shares SOXL 0.95% NYSE Arca Yes 370,965

Direxion Daily Small Cap Bull 3x Shares TNA 0.95% NYSE Arca Yes 4,227,757

Direxion Daily S&P 500 Bull 3x Shares SPXL 0.95% NYSE Arca Yes 1,208,110

ProShares UltraPro S&P 500  UPRO 0.95% NYSE Arca Yes 2,316,639

ProShares Ultra DJ-UBS Crude Oil UCO 1.13% NYSE Arca Yes 8,574,215

ProShares Ultra Dow30  DDM 0.95% NYSE Arca Yes 197,685

ProShares UltraPro Dow30  UDOW 0.95% NYSE Arca Yes 288,890

ProShares UltraPro QQQ  TQQQ 0.95% Nasdaq Yes 2,308,400

ProShares UltraPro Russell2000  URTY 0.95% NYSE Arca Yes 128,506

ProShares Ultra QQQ  QLD 0.95% NYSE Arca Yes 1,004,300

ProShares Ultra Russell2000 UWM 0.95% NYSE Arca Yes 134,343

ProShares Ultra S&P 500  SSO 0.89% NYSE Arca Yes 2,735,354

ProShares Ultra Silver  AGQ 1.67% NYSE Arca Yes 290,357

ProShares Ultra VIX Short-Term Futures ETF UVXY 1.51% NYSE Arca Yes 20,062,071

UBS E-TRACS 2x Lev Long Wells Fargo Business Development Company ETN BDCL 0.85% NYSE Arca  101,126

UBS E_TRACS 2x Monthly Mortgage REIT ETN MORL 0.40% NYSE Arca  271,235

VelocityShares 3x Long Gold ETN UGLD 1.35% NYSE Arca  648,520

VelocityShares 3x Long Natural Gas ETN UGAZ 1.65% NYSE Arca  2,970,557

VelocityShares 3x Long Silver ETN USLV 1.65% NYSE Arca  1,608,182

VelocityShares Daily 2X VIX Short-Term ETN TVIX 1.65% NYSE Arca  4,179,496

Expense Ratio Median  0.95%  

SHORT/LEVERAGED ETFs & ETNs

Direxion Daily 30-Year Treasury Bear 3x Shares TMV 0.92% NYSE Arca Yes 875,498 

Direxion Daily Emerging Markets Bear 3x Shares EDZ 0.98% NYSE Arca Yes 1,157,034 

Direxion Daily Energy Bear 3x Shares ERY 0.98% NYSE Arca Yes 1,985,575 

Direxion Daily Financial Bear 3x Shares FAZ 0.99% NYSE Arca Yes 2,091,848 

Direxion Daily Gold Miners Bear 3x Shares DUST 0.98% NYSE Arca Yes 7,978,328 

Direxion Daily Semiconductor Bear 3x Shares SOXS 0.99% NYSE Arca Yes 196,007 

Direxion Daily Small Cap Bear 3x Shares TZA 0.98% NYSE Arca Yes 6,379,728 

Direxion Daily S&P 500 Bear 3x Shares SPXS 0.99% NYSE Arca Yes 5,367,671 

PowerShares DB Gold Double Short ETN DZZ 0.75% NYSE Arca  177,743 

PowerShares DB Gold Short ETN DGZ 0.75% NYSE Arca  56,039 

ProShares Short 20+ Year Treasury  TBF 0.95% NYSE Arca Yes 679,903 

ProShares Short Dow30  DOG 0.95% NYSE Arca Yes 681,489 

ProShares Short MSCI Emerging Markets  EUM 0.95% NYSE Arca Yes 637,754 

ProShares Short QQQ  PSQ 0.95% NYSE Arca Yes 639,126 

ProShares Short Russell2000  RWM 0.95% NYSE Arca Yes 448,303 

ProShares Short S&P 500 ProShares SH 0.90% NYSE Arca Yes 3,387,006 

ProShares Short VIX Short-Term Futures ETN SVXY 1.33% NYSE Arca Yes 7,224,132 

ProShares UltraPro Short Dow30  SDOW 0.95% NYSE Arca Yes 1,553,257 

ProShares UltraPro Short S&P 500  SPXU 0.93% NYSE Arca Yes 5,222,760 

ProShares UltraPro Short QQQ  SQQQ 0.95% Nasdaq Yes 6,285,300 

ProShares UltraPro Short Russell2000  SRTY 0.95% NYSE Arca Yes 6,285,300 

ProShares UltraShort 20+ Year Treasury  TBT 0.93% NYSE Arca Yes 2,534,746 

ProShares UltraShort DJ-UBS Crude Oil  SCO 1.15% NYSE Arca Yes 657,831 

ProShares UltraShort Dow30  DXD 0.95% NYSE Arca Yes 950,515 

ProShares UltraShort Euro  EUO 0.95% NYSE Arca Yes 364,192 

ProShares UltraShort Oil & Gas DUG 0.95% NYSE Arca Yes 127,968 

ProShares UltraShort QQQ QID 0.95% NYSE Arca Yes 2,367,650 

ProShares UltraShort Real Estate SRS 0.95% NYSE Arca Yes 50,196 

ProShares UltraShort Russell2000  TWM 0.95% NYSE Arca Yes 755,014 

ProShares UltraShort S&P 500  SDS 0.91% NYSE Arca Yes 10,704,182 

ProShares UltraShort Yen  YCS 0.95% NYSE Arca Yes 139,067 

VelocityShares 3x Inverse Natural Gas ETN DGAZ 1.65% NYSE Arca  8,614,385 

VelocityShares Daily Inverse VIX Short-Term ETN XIV 1.35% NYSE Arca  28,606,937 

Expense Ratio Median  0.95%

SPECIALTY ETFs & ETNs

AdvisorShares Active Bear ETF HDGE 1.75% NYSE Arca Yes 454,317 

First Trust Multi-Asset Dividend Income ETF MDIV 0.68% NYSE Arca Yes 155,435 

iPath S&P 500 VIX Mid-Term Futures VXZ 0.89% NYSE Arca Yes 167,551 

iPath S&P 500 VIX Short-Term Futures VXX 0.89% NYSE Arca Yes 22,882,282 

IQ Hedge Multi-Strategy Tracker ETF QAI 0.97% NYSE Arca  162,535 

PowerShares Buyback Achievers PKW 0.64% NYSE Arca Yes 150,484 

PowerShares CEF Income Composite Portfolio PCEF 1.88% NYSE Arca Yes 108,993 

PowerShares DWA Momentum Portfolio PDP 0.74% NYSE Arca Yes 167,450 

PowerShares Global Listed Private Equity Portfolio PSP 2.09% NYSE Arca Yes 195,260 

PowerShares S&P 500 BuyWrite Portfolio PBP 0.75% NYSE Arca  76,342 

ProShares VIX Short-Term Futures ETN VIXY 0.85% NYSE Arca Yes 2,372,509 
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ProShares Ultra VIX Short-Term Futures ETF UVXY 1.51% NYSE Arca Yes 20,062,071

UBS E-TRACS 2x Lev Long Wells Fargo Business Development Company ETN BDCL 0.85% NYSE Arca  101,126

UBS E_TRACS 2x Monthly Mortgage REIT ETN MORL 0.40% NYSE Arca  271,235

VelocityShares 3x Long Gold ETN UGLD 1.35% NYSE Arca  648,520

VelocityShares 3x Long Natural Gas ETN UGAZ 1.65% NYSE Arca  2,970,557

VelocityShares 3x Long Silver ETN USLV 1.65% NYSE Arca  1,608,182

VelocityShares Daily 2X VIX Short-Term ETN TVIX 1.65% NYSE Arca  4,179,496

Expense Ratio Median  0.95%  

SHORT/LEVERAGED ETFs & ETNs

Direxion Daily 30-Year Treasury Bear 3x Shares TMV 0.92% NYSE Arca Yes 875,498 

Direxion Daily Emerging Markets Bear 3x Shares EDZ 0.98% NYSE Arca Yes 1,157,034 

Direxion Daily Energy Bear 3x Shares ERY 0.98% NYSE Arca Yes 1,985,575 

Direxion Daily Financial Bear 3x Shares FAZ 0.99% NYSE Arca Yes 2,091,848 

Direxion Daily Gold Miners Bear 3x Shares DUST 0.98% NYSE Arca Yes 7,978,328 

Direxion Daily Semiconductor Bear 3x Shares SOXS 0.99% NYSE Arca Yes 196,007 

Direxion Daily Small Cap Bear 3x Shares TZA 0.98% NYSE Arca Yes 6,379,728 

Direxion Daily S&P 500 Bear 3x Shares SPXS 0.99% NYSE Arca Yes 5,367,671 

PowerShares DB Gold Double Short ETN DZZ 0.75% NYSE Arca  177,743 

PowerShares DB Gold Short ETN DGZ 0.75% NYSE Arca  56,039 

ProShares Short 20+ Year Treasury  TBF 0.95% NYSE Arca Yes 679,903 

ProShares Short Dow30  DOG 0.95% NYSE Arca Yes 681,489 

ProShares Short MSCI Emerging Markets  EUM 0.95% NYSE Arca Yes 637,754 

ProShares Short QQQ  PSQ 0.95% NYSE Arca Yes 639,126 

ProShares Short Russell2000  RWM 0.95% NYSE Arca Yes 448,303 

ProShares Short S&P 500 ProShares SH 0.90% NYSE Arca Yes 3,387,006 

ProShares Short VIX Short-Term Futures ETN SVXY 1.33% NYSE Arca Yes 7,224,132 

ProShares UltraPro Short Dow30  SDOW 0.95% NYSE Arca Yes 1,553,257 

ProShares UltraPro Short S&P 500  SPXU 0.93% NYSE Arca Yes 5,222,760 

ProShares UltraPro Short QQQ  SQQQ 0.95% Nasdaq Yes 6,285,300 

ProShares UltraPro Short Russell2000  SRTY 0.95% NYSE Arca Yes 6,285,300 

ProShares UltraShort 20+ Year Treasury  TBT 0.93% NYSE Arca Yes 2,534,746 

ProShares UltraShort DJ-UBS Crude Oil  SCO 1.15% NYSE Arca Yes 657,831 

ProShares UltraShort Dow30  DXD 0.95% NYSE Arca Yes 950,515 

ProShares UltraShort Euro  EUO 0.95% NYSE Arca Yes 364,192 

ProShares UltraShort Oil & Gas DUG 0.95% NYSE Arca Yes 127,968 

ProShares UltraShort QQQ QID 0.95% NYSE Arca Yes 2,367,650 

ProShares UltraShort Real Estate SRS 0.95% NYSE Arca Yes 50,196 

ProShares UltraShort Russell2000  TWM 0.95% NYSE Arca Yes 755,014 

ProShares UltraShort S&P 500  SDS 0.91% NYSE Arca Yes 10,704,182 

ProShares UltraShort Yen  YCS 0.95% NYSE Arca Yes 139,067 

VelocityShares 3x Inverse Natural Gas ETN DGAZ 1.65% NYSE Arca  8,614,385 

VelocityShares Daily Inverse VIX Short-Term ETN XIV 1.35% NYSE Arca  28,606,937 

Expense Ratio Median  0.95%

SPECIALTY ETFs & ETNs

AdvisorShares Active Bear ETF HDGE 1.75% NYSE Arca Yes 454,317 

First Trust Multi-Asset Dividend Income ETF MDIV 0.68% NYSE Arca Yes 155,435 

iPath S&P 500 VIX Mid-Term Futures VXZ 0.89% NYSE Arca Yes 167,551 

iPath S&P 500 VIX Short-Term Futures VXX 0.89% NYSE Arca Yes 22,882,282 

IQ Hedge Multi-Strategy Tracker ETF QAI 0.97% NYSE Arca  162,535 

PowerShares Buyback Achievers PKW 0.64% NYSE Arca Yes 150,484 

PowerShares CEF Income Composite Portfolio PCEF 1.88% NYSE Arca Yes 108,993 

PowerShares DWA Momentum Portfolio PDP 0.74% NYSE Arca Yes 167,450 

PowerShares Global Listed Private Equity Portfolio PSP 2.09% NYSE Arca Yes 195,260 

PowerShares S&P 500 BuyWrite Portfolio PBP 0.75% NYSE Arca  76,342 

ProShares VIX Short-Term Futures ETN VIXY 0.85% NYSE Arca Yes 2,372,509 

ETF Reference Guide  /  98  /  ETF Reference Guide

TICKER 
SYMBOL

EXPENSE  
RATIO EXCHANGE OPTIONS

AVERAGE  
DAILY TRADING 

VOLUME**
TICKER 

SYMBOL
EXPENSE  

RATIO EXCHANGE OPTIONS

AVERAGE  
DAILY TRADING 

VOLUME**

 ETF REFERENCE GUIDE 
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Direxion Daily Real Estate Bull 3x Shares DRN 0.95% NYSE Arca Yes 157,523

Direxion Daily Semiconductor Bull 3x Shares SOXL 0.95% NYSE Arca Yes 370,965

Direxion Daily Small Cap Bull 3x Shares TNA 0.95% NYSE Arca Yes 4,227,757

Direxion Daily S&P 500 Bull 3x Shares SPXL 0.95% NYSE Arca Yes 1,208,110

ProShares UltraPro S&P 500 UPRO 0.95% NYSE Arca Yes 2,316,639

ProShares Ultra DJ-UBS Crude Oil UCO 1.13% NYSE Arca Yes 8,574,215

ProShares Ultra Dow30 DDM 0.95% NYSE Arca Yes 197,685

ProShares UltraPro Dow30 UDOW 0.95% NYSE Arca Yes 288,890

ProShares UltraPro QQQ TQQQ 0.95% Nasdaq Yes 2,308,400

ProShares UltraPro Russell2000 URTY 0.95% NYSE Arca Yes 128,506

ProShares Ultra QQQ QLD 0.95% NYSE Arca Yes 1,004,300

ProShares Ultra Russell2000 UWM 0.95% NYSE Arca Yes 134,343

ProShares Ultra S&P 500 SSO 0.89% NYSE Arca Yes 2,735,354

ProShares Ultra Silver AGQ 1.67% NYSE Arca Yes 290,357

ProShares Ultra VIX Short-Term Futures ETF UVXY 1.51% NYSE Arca Yes 20,062,071

UBS E-TRACS 2x Lev Long Wells Fargo Business Development Company ETN BDCL 0.85% NYSE Arca  101,126

UBS E_TRACS 2x Monthly Mortgage REIT ETN MORL 0.40% NYSE Arca  271,235

VelocityShares 3x Long Gold ETN UGLD 1.35% NYSE Arca  648,520

VelocityShares 3x Long Natural Gas ETN UGAZ 1.65% NYSE Arca  2,970,557

VelocityShares 3x Long Silver ETN USLV 1.65% NYSE Arca  1,608,182

VelocityShares Daily 2X VIX Short-Term ETN TVIX 1.65% NYSE Arca  4,179,496

Expense Ratio Median 0.95%
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Direxion Daily 30-Year Treasury Bear 3x Shares TMV 0.92% NYSE Arca Yes 875,498

Direxion Daily Emerging Markets Bear 3x Shares EDZ 0.98% NYSE Arca Yes 1,157,034

Direxion Daily Energy Bear 3x Shares ERY 0.98% NYSE Arca Yes 1,985,575

Direxion Daily Financial Bear 3x Shares FAZ 0.99% NYSE Arca Yes 2,091,848

Direxion Daily Gold Miners Bear 3x Shares DUST 0.98% NYSE Arca Yes 7,978,328

Direxion Daily Semiconductor Bear 3x Shares SOXS 0.99% NYSE Arca Yes 196,007

Direxion Daily Small Cap Bear 3x Shares TZA 0.98% NYSE Arca Yes 6,379,728

Direxion Daily S&P 500 Bear 3x Shares SPXS 0.99% NYSE Arca Yes 5,367,671

PowerShares DB Gold Double Short ETN DZZ 0.75% NYSE Arca  177,743

PowerShares DB Gold Short ETN DGZ 0.75% NYSE Arca  56,039

ProShares Short 20+ Year Treasury TBF 0.95% NYSE Arca Yes 679,903

ProShares Short Dow30 DOG 0.95% NYSE Arca Yes 681,489

ProShares Short MSCI Emerging Markets EUM 0.95% NYSE Arca Yes 637,754

ProShares Short QQQ PSQ 0.95% NYSE Arca Yes 639,126

ProShares Short Russell2000 RWM 0.95% NYSE Arca Yes 448,303

ProShares Short S&P 500 ProShares SH 0.90% NYSE Arca Yes 3,387,006

ProShares Short VIX Short-Term Futures ETN SVXY 1.33% NYSE Arca Yes 7,224,132

ProShares UltraPro Short Dow30 SDOW 0.95% NYSE Arca Yes 1,553,257

ProShares UltraPro Short S&P 500 SPXU 0.93% NYSE Arca Yes 5,222,760

ProShares UltraPro Short QQQ SQQQ 0.95% Nasdaq Yes 6,285,300

ProShares UltraPro Short Russell2000 SRTY 0.95% NYSE Arca Yes 6,285,300

ProShares UltraShort 20+ Year Treasury TBT 0.93% NYSE Arca Yes 2,534,746

ProShares UltraShort DJ-UBS Crude Oil SCO 1.15% NYSE Arca Yes 657,831

ProShares UltraShort Dow30 DXD 0.95% NYSE Arca Yes 950,515

ProShares UltraShort Euro EUO 0.95% NYSE Arca Yes 364,192

ProShares UltraShort Oil & Gas DUG 0.95% NYSE Arca Yes 127,968

ProShares UltraShort QQQ QID 0.95% NYSE Arca Yes 2,367,650

ProShares UltraShort Real Estate SRS 0.95% NYSE Arca Yes 50,196

ProShares UltraShort Russell2000 TWM 0.95% NYSE Arca Yes 755,014

ProShares UltraShort S&P 500 SDS 0.91% NYSE Arca Yes 10,704,182

ProShares UltraShort Yen YCS 0.95% NYSE Arca Yes 139,067

VelocityShares 3x Inverse Natural Gas ETN DGAZ 1.65% NYSE Arca  8,614,385

VelocityShares Daily Inverse VIX Short-Term ETN XIV 1.35% NYSE Arca  28,606,937

Expense Ratio Median 0.95%

SPECIALTY ETFs & ETNs

AdvisorShares Active Bear ETF HDGE 1.75% NYSE Arca Yes 454,317

First Trust Multi-Asset Dividend Income ETF MDIV 0.68% NYSE Arca Yes 155,435

iPath S&P 500 VIX Mid-Term Futures VXZ 0.89% NYSE Arca Yes 167,551

iPath S&P 500 VIX Short-Term Futures VXX 0.89% NYSE Arca Yes 22,882,282

IQ Hedge Multi-Strategy Tracker ETF QAI 0.97% NYSE Arca  162,535

PowerShares Buyback Achievers PKW 0.64% NYSE Arca Yes 150,484

PowerShares CEF Income Composite Portfolio PCEF 1.88% NYSE Arca Yes 108,993

PowerShares DWA Momentum Portfolio PDP 0.74% NYSE Arca Yes 167,450

PowerShares Global Listed Private Equity Portfolio PSP 2.09% NYSE Arca Yes 195,260

PowerShares S&P 500 BuyWrite Portfolio PBP 0.75% NYSE Arca  76,342

ProShares VIX Short-Term Futures ETN VIXY 0.85% NYSE Arca Yes 2,372,509
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      JOHN AMERIKS          ADVISOR         

Playing Both Sides
John Ameriks, a principal at Vanguard Group, talks about market neutral funds.

By Marla Brill

NOTHING SPEAKS TO WHY 

someone might consider in-
vesting in a market neutral 
fund better than the recent 
performance of Vanguard’s 
Market Neutral Fund. During 
the rocky third quarter of 2015, 
when the Standard & Poor’s 

500 lost 6.4%, the fund rose 7%. In the first six weeks of 2016, 
when the S&P 500 slipped over 8%, the fund rose nearly 3%. 

Despite strong inflows in the wake of market volatility, 
John Ameriks, who oversees the Quantitative Equity Group 
at Vanguard, is quick to dispel any notion that the fund is 
a short-term escape hatch or a way to notch big gains in a 
down market.

“Timing should be the last thing on someone’s mind with 
this fund,” he says in response to a question about whether 
this is a good time to be investing in a market neutral strat-
egy. “The real issue is whether market neutral makes sense 
in a portfolio over the long term.” 

At the same time, he emphasizes that shooting out the 
lights in a bear market isn’t the goal here, and if the stock 
market is down, the fund’s portfolio won’t necessarily be up. 
“Investors need to understand this is a market neutral fund, 
not a market inverse fund,” he says. “The value here is hav-
ing a return that is unrelated to other asset classes over time. 
We treat this fund as a diversifier with modest expectations 
for outperformance over risk-free assets.” 

As their name implies, market neutral funds seek to neu-
tralize market risk by investing in long and short positions 

Advisor
A fi nancial advisor 
discusses how they 
employ ETFs or ETPs 
in client portfolios.
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Are You Cashing  
In With ETFs?
Investors are increasingly deploying ETFs due to their transparency and ease of use.
By Jerome M. Schneider and Natalie Zahradnik

CASH HOLDINGS IN INVESTMENT 

portfolios are at record highs, 
and the rationales for these al-
locations are remarkably diverse. 
Some investors seek to wait out 
market volatility, while others 
have strategically increased cash 
allocations to reduce portfolio 

risk. Many are “barbelling” higher-yielding, volatile core 
assets with lower-volatility, income-producing short-term 
fixed income strategies. Still others are seeking to optimize 
returns on cash before U.S. money market reform takes ef-
fect later this year.

At the same time, two profound market dynamics are at 
play: First, 2a-7 money market funds continue to yield next 
to nothing due to a multitude of influences, including supply 
constraints, more demand and the forthcoming regulatory re-
forms; second, investors—ranging from individuals to large in-
stitutions—are increasingly deploying ETFs in their investment 
portfolios due to their transparency and operational ease of use.

The question many investors are asking now is how can 
ETFs be used for liquidity and volatility management given 
these evolutionary market changes? Here are some of the 
important considerations and why PIMCO’s actively man-
aged short-term ETFs, MINT and LDUR, may be superior 
tools for liquidity management.

Capital Preservation
In today’s environment, many investors are seeking 

“safety” by allocating to money market funds, which are ex-
pected to return capital because of their stable net asset value 
(NAV). Similarly, many ETF investors have chosen U.S. 
Treasury-bill funds both for their low total expense ratios 
and the perceived safety of index T-bill exposure.

However, preserving capital does not equal preserv-
ing purchasing power—essentially, returns after inflation. 
Figure 1 looks at the decline in purchasing power of T-bill 
index returns in the low inflation environment since the 
financial crisis of 2008. The same holds for money market 
funds: For much of the past 40 years, traditional money 

Jerome M. Schneider Natalie Zahradnik

Strategy
Investment managers 
who build multi-asset 
allocation portfolios 
around exchange-traded 
products discuss their 
strategies.
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Janus Launches ETFs Attempting  
To Convert Health To Wealth

Mohandas Gandhi said that health is the real wealth, not money—but a new series of 
funds could blur the line, helping investors cash-in on health trends.

Denver-based Janus Capital Group has launched four new thematic ETFs aimed at 
capturing demographic and behavioral changes related to health and fitness.

On Thursday, the Janus Capital Long-Term Care ETF, The Health and Fitness ETF, 
The Organics ETF and the Obesity ETF began trading on the NASDAQ exchange.

“We’ve seen questions around addressing these long-term issues from pensions, 
endowments, consultants and advisors,” says Nick Cherney, Janus Capital’s senior 
vice president and head of exchange-traded products. “Banks, wirehouses and wealth 
managers are trying to get ahead of these trends. We think that there will be significant 
interest in well-designed products that capture these trends.”

The Long-Term Care ETF, which carries the ticker OLD, aims to capture the world’s 
aging population by investing in long-term care companies including large REITs like 
Ventas and Welltower.

“For the mass-affluent U.S. investment management universe, long-term care is 
already a huge issue because it’s become part of their planning,” Cherney says. “The differ-
ence between retiring at 65 and retiring at 75 is often the cost of long-term care. We felt 
like it was something that could be meaningful to investors.”

Janus notes that in the U.S. alone, the population over the age of 65 will double by 2050 
to 83.7 million people.

The Health and Fitness ETF , which carries the ticker FITS, aims to capture Americans’ 
increasing interest in healthy lifestyles by investing in health clubs, sports apparel compa-
nies, outdoor activities companies and fitness equipment manufacturers.

“Companies like Nike, Adidas and Lululemon are doing well because there’s been a 
shift towards fitness,” Cherney says. “People are spending a lot of money going out and 
buying sports apparel, and now they’re not just doing it if they’re running marathons 
or doing crossfit. We’re also investing in people selling bikes and golf equipment and 
facilities like gyms.”

Janus notes that health care club memberships have climbed by 19 percent since 2008, 
and that sales in sports apparel and wearable fitness technology are also trending upwards.

IndexIQ Offers Momentum-Based 
Fixed Income ETF

Rye Brook, N.Y.-based IndexIQ has 
introduced what it hails as the first ETFs to 
use a momentum approach to fixed-income 
markets.

In May, the firm launched the IQ Enhanced 
Core Bond U.S. ETF (AGGE) and the IQ 
Enhanced Core Plus Bond U.S. ETF (AGGP), 
both tracking smart beta-style indexes.

“Bringing a time-proven momentum 
investing approach to the fixed-income 
space is something that we have researched 
for some time,” said Adam Patti, Index-

IQ’s CEO, in a statement. “We’re pleased 
for AGGE and AGGP, the first entries by 
IndexIQ in the fixed-income category, to 
deliver the opportunity for investors to 
build smarter portfolios by bringing the 
benefits of smart beta to fixed income.”

AGGE invests in sectors across the U.S. 
investment-grade fixed-income market, 
including Treasurys, investment-grade 
corporate bonds and investment-grade 
mortgage-backed securities, weighting 
each of the sectors based on their total 
return momentum.

AGGP uses a similar investment 

approach, but can also get exposure to high-
yield debt and to the U.S. dollar-denominat-
ed debt of emerging market issuers before 
employing a similar weighting strategy that 
overweights high-momentum sectors and 
underweights low-momentum sectors.

“Emerging market debt has been a strong 
performer to start 2016, driven in large part 
by ongoing dovish Federal Reserve policies, 
improving emerging market fundamentals 
and a suddenly weakening dollar,” said 
Salvatore Bruno, CIO of IndexIQ.

Both ETFs will trade on the New York 
Stock Exchange. IndexIQ is a subsidiary of 
New York Life Investment Management 
Holdings.

 
John Hancock Launches  
5 Sector ETFs

Boston-based John Hancock Investments 
has introduced five exchange-traded funds, 
bringing its total ETF lineup to 11 products.

The new funds, which now trade on the 
New York Stock Exchange, are: the John 
Hancock Multifactor Consumer Staples 
ETF, the John Hancock Multifactor Energy 
ETF, the John Hancock Multifactor Indus-
trials ETF, the John Hancock Multifactor 
Materials ETF and the John Hancock Multi-
factor Utilities ETF.

The new funds were designed by Austin, 
Texas-based Dimensional Fund Advisors 
and will be managed using Dimensional’s 
four-factor, fundamental approach.

“We’re pleased to be able to bring Dimen-
sional’s proven multifactor approach to a 
broader set of sector ETFs,” said Andrew G. 
Arnott, president and CEO of John Hancock 
Investments, in a statement. “Investors 
are increasingly looking for a better way 
to achieve equity market beta than relying 
solely on traditional capitalization-weighted 
indexes, and our lineup of John Hancock 
Multifactor ETFs now provides a broad 
range of tools for doing just that.”

Dimensional’s research-driven approach 
leads to portfolio composition that resem-
bles many smart beta indexes and products, 
but arrives at its destination differently. The 
firm emphasizes profitability, company size 

and price within the context of the overall 
market in its four-factor approach, which is 
intended to limit style drift.

The new funds continue the 10-year 
partnership between John Hancock and 
Dimensional Fund Advisors.

In coordination with the launch of the 
new ETFs, John Hancock is engaging in a 
multi-channel marketing campaign.

BlackRock Unveils Junk Bond  
ETF Ex-Energy

The iShares iBoxx $ High Yield ex-Ener-
gy Corporate Bond ETF will track an index 
comprising low-rated corporate debt and 
excluding bond issues by oil and gas produc-
ers and their suppliers.

The ETF will roll out at a time when 
energy prices have slowly rebounded from 
dramatic lows earlier this year, which put 
pressure on energy sector debt.

Plans for the new ETF were revealed in a 
March filing with the SEC.

The fund will attempt to track the per-
formance of the Markit iBoxx USD Liquid 
High Yield ex-Oil and Gas Index.

Hartford Funds To Buy  
Lattice ETFs; Broadens Lineup  
For Advisors

Mutual fund company Hartford Funds 
has entered the exchange-traded fund world 
with its acquisition of Lattice Strategies and 
its four existing strategic-beta ETFs.

Radnor, Pa.-based Hartford Funds 
announced on Wednesday that it signed a 
definitive agreement to buy Lattice for an 
undisclosed sum. The acquisition, which 
is expected to close in the third quarter, 
brings to the fold an investment manage-
ment firm with a distinctive investment 
approach and sets the stage for Hartford 
Funds’ possible further expansion into the 
ETF space.

Based in San Francisco, Lattice has rough-
ly $215 million in institutional and retail 
assets under management. That includes $82 
million in its four ETFs that launched last 
year: the Lattice Emerging Markets Strategy 
ETF (ROAM); Lattice Developed Markets 

(ex-US) Strategy ETF (RODM); Lattice US 
Equity Strategy ETF (ROUS) and Lattice 
Global Small Cap Strategy ETF (ROGS).

All four funds are based on indexes that 
were created by Lattice, and are predicated 
on what Lattice calls a risk-first approach to 
investment management where risk is the 
driving force—and not a consequence—of 
portfolio construction.

According to press release that cites ET-
FGI.com, the Lattice ETF family made the 
list of the top five fastest-growing new ETF 
issuers in 2015.

Hartford Funds, which has an existing 
lineup of 49 actively managed mutual funds 
with nearly $74 billion under management, 
sees Lattice as a complementary fit that 
meets the needs of financial advisors and 
their clients.

“As we looked at our existing lineup 
and talked with advisors and the firms 
they work at, it’s clear that as advisors 
continue to want to build balanced port-
folios the mix of high-active mutual funds 
and lower cost strategic-beta ETFs could 
play nicely together,” says Greg Frost, 
chief financial officer at Hartford Funds. 
“We’ve heard from our partners that it 
would be great if Hartford could bring 
this to the table.”

Frost notes that the acquisition also 
makes business sense because it enables the 
company dip its toes into the inexorable tide 
of ETF expansion in the marketplace.

“It’s clear that ETFs play a role in building 
balanced portfolios, and I don’t think that 
trend is going away,” he says. “I also firmly 
believe there’s always a place for active 
management, and I don’t think investors 
will be able to meet their goals purely in a 
passive portfolio. Our firm fits nicely in that 
bubble, and I think the acquisition of Lattice 
will enable us to play in a little bit different 
space and be more relevant to our clients 
with what we can bring to bear.”

He adds that Hartford Funds has filed 
for an exemptive order with the Securi-
ties and Exchange Commission as a first 
step to possibly creating its own actively 
managed ETFs.
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Remember, Fidelity, It’s Always 
All About The Fees

F IDELITY ANNOUNCED ITS LESS-THAN-GROUND-

breaking entry into the booming world of smart 
beta in April with the launch of a large-cap, value 
ETF. Now the mutual fund giant is back in the news 
with another me-too move: It recently cut prices 
on 27 passive index funds in order to beat or match 
the already low, low fees that its largest competitor, 

Vanguard, charges for similar funds.Jim Lowell, editor of the Fidelity In-
vestor newsletter and website, called the move “hugely significant”—but 
perhaps that’s a slight exaggeration. The Fidelity Small Cap Index Fund, 
for example, cut fees from 0.23 percent to 0.19 percent, and the Fidelity 
500 Index Fund cut fees—wait for it—from 0.095 percent to 0.09 percent.

Still, it’s easy to see why Fidelity felt like it had to do something. 
Investors are increasingly demanding lower fees, which is somewhat 
problematic for a fund family like Fidelity that is widely associated with 

expensive, actively-managed funds. 
Fidelity no doubt wants to get on the 
right side of fund flows, but let’s get 
real—some modest fee cuts to Fidelity’s 
index funds aren’t likely to transform 
Fidelity into a go-to passive manager. 
Fidelity can, however, do something 
truly significant: It can slash prices on 
its actively-managed funds.

Investors have every reason to 
wash their hands of actively-managed 
funds. Every six months the SPIVA 

U.S. Scorecard adds another brick to the now towering wall of evi-
dence that the vast majority of active managers fail to keep up with 
their passive benchmarks. According to the latest year-end 2015 SPI-
VA scorecard, 83 percent of U.S. stock managers and 80 percent of 
international stock managers failed to keep up with their benchmarks 
over the prior ten years. The numbers are similarly discouraging for 
active bond managers.

Many investors seem to agree that the problem 
with actively-managed funds is the fees, not the un-
derlying strategies, because they aren’t abandoning 
active management altogether. Instead, investors 
are moving to a cheaper form of active manage-
ment known as smart beta. 

The signs of smart beta’s surging popularity are 
all around. First, an ever-increasing number of tra-
ditional active managers are getting into the smart 
beta game. Second, while investors have scurried 
to safe havens such as bonds and gold, smart beta 
stock funds remain one of the few categories of risk 
assets that have seen inflows this year. Third, valu-
ations for some smart beta strategies such as quality 
and low volatility are already high and rising.

Smart beta has always been cheaper than tradi-
tional active management, but the cost of smart beta 
will eventually rival that of passive management. A 
new Goldman Sachs smart beta ETF, for example, 
provides a glimpse of the future. It offers four active 
management styles—value, momentum, quality, 
and low volatility—for just 0.09 percent annually.

Fidelity never showed much interest in passive 
management (Vanguard was long ago crowned 
king of that realm), but now it's in danger of ced-
ing its hard won active management throne to 
smart beta. If Fidelity wants to regain its mojo as 
a market leader, it should make deep, meaningful 
cuts to fees on its actively-managed funds. 

NIR KAISSAR is a Bloomberg columnist. This column does not 
necessarily reflect the opinion of Bloomberg LP and its owners.
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Fidelity no doubt wants to get  
on the right side of fund flows, 
but let’s get real—some  
modest fee cuts to Fidelity’s 
index funds aren’t likely to 
transform Fidelity into a  
go-to passive manager.
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