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US ETF Growth 
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$2.08 Trillion 

Source: FactSet 10-9-15 
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An ETF for Every Season 

  1200+ in Registration 1800 ETFs 

200 new in 2014 

229 already in 2015 

Source: FactSet, as of 10/9/2015 
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Commodities, Currencies & 
Hedging: Oh My! 
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What’s So Great  
About ETFs? 
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(    ) Structured,  
Regulated,  
Managed 

(    ) 

What’s an ETF? Meet Eustace. 
 

Traded 
intraday, 

Listed on an 
exchange 

Mutual Fund 
     +  
 Stock 
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Total Cost 

UU.S. Equity Mutual Funds: 
1.37% Average 

U.S. Equity ETFs: 
0.45% Average 

ETFs cost fund companies less than mutual funds. 
So ETFs cost investors less. 

Source: FactSet & ICI Factbook as of 12/31/2013 
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How Much Are ETF Investors Saving? 

Annual Fees As ETFs:  $7.2 billion 

Source: MorningStar, FactSet 
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The End of High-Cost Vanilla 
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TTransparent 
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Daily Disclosure vs “Whenever We Want” 

Daily 
86% 

Quarterly 
5% 

N/A 
9% 

Source: FactSet 
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TTrading 
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AAverage 
Asset-

weighted 
ETF spread 

0.04% 

Tradable 

Source: FactSet, as of 11/7/2014 
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TTax  
Efficient 
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Taxes 

Source: Morningstar 

Source: Morningstar, 2001-2011 
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Evaluation: 
E – T – F  
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There is No Easy Button 
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((Can I trust it?) 

(Can I trade it?) 

(Can I do better?) 

Efficiency 
Tradability 
Fit 
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EEfficiency 
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Expense Ratios Aren’t Everything 
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Fund Closure Risk 
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The Scale of Counterparty Risk 
 

High Risk Low Risk 
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TTradability 
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Ticker  Fund Name 
Medium Daily 

Volume ($) 
Average 
Spread 

VTI Vanguard Total Stock Market 368,113,631 0.01% 

QUAL iShares MSCI USA Quality Factor 4,259,524 0.06% 

OUSA O’Shares FTSE U.S. Quality Dividend 425,702 0.12% 

QDYN FlexShares Quality Dividend Dynamic 42,016 0.17% 

VUSE Vident Core U.S. Equity 2,442,178 0.23% 

ACTX Global X Guru Activist - 0.81% 

Secondary Liquidity 

Source: FactSet, as of 10/9/2014 
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Name Ticker % of Underlying 

iShares MSCI Emerging Markets EEM 0.43% 

iShares Emerging Markets Min Vol EEMV 0.73% 

iShares Emerging Markets Small Cap EEMS 0.81% 

iShares MSCI Frontier 100 FM 3.17% 

Global X MSCI Nigeria NGE 7.23% 

Market Impact 

Source: FactSet, as of 11/7/2014 
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The Worst Gold Miner ETF 
AND PRESENTED BY 



AND PRESENTED BY 



All Gold Miner ETFs 
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Exposure 
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Context: Key Statistics 
AND PRESENTED BY 



Over-weights /Under-weights 
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Finding The 
Right ETF 
For YYou 
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FTSE Russell 1 

ftserussell.com 

Smart beta and 2015 
survey findings from U.S. 
financial advisors 
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FTSE Russell 2 

Important information 

FTSE Russell is not an investment firm and this presentation is not advice about any investment activity.  
None of the information in this presentation or reference to a FTSE Russell index constitutes an offer to 
buy or sell, or a promotion of, a security. This presentation is solely for informational purposes. 
Accordingly, nothing contained in this presentation is intended to constitute legal, tax, securities, or 
investment advice, nor an opinion regarding the appropriateness of making any investment through our 
indexes. 
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FTSE Russell 3 

Smart beta - what’s the definition? 

Survey definition 

Smart beta products are passively 

managed and use a smart beta index 

as the basis of the product. Smart 

beta indexes are not market cap 

weighted the way index funds 

traditionally are weighted. Smart beta 

indexes are weighted based on other 

factors or alternative methods (i.e., 

fundamental weighted, equal 

weighted, factor weighted, optimized, 

etc.). 
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FTSE Russell 4 

An expanding range of investment choices 

Active Systematic Passive 

Fundamental 
active 

Quantitative 
active Smart beta Cap-weighted 

passive 

Broad 
Market 

Exposure 

Targeted
Exposure
/Outcome 

Alpha 
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FTSE Russell 5 

ftserussell.com 

Smart beta: 2015 survey 
findings from U.S. financial 
advisors 
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Summary of key themes 

Education about smart beta is still 
important for advisors Smart beta user profile has several 

notable characteristics 

Defining smart beta continues to be a 
point of confusion 

Dividend and High Quality have the 
most advisor usage and interest 

Ed ti b t
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FTSE Russell 7 

Only 18% of advisors “very familiar” with smart 
beta products 
Within the advisory community, education about smart beta is needed. While 65% of 
participating advisors had heard the term “smart beta” prior to taking part in this research, 
only 18% reported that they were “very familiar” with smart beta products. 

Do you know the term “smart beta?” 

19% 

16% 

65% Yes 

No 

Not sure 

How familiar are you with smart beta products? 

7% 

20% 

54% 

18% Very familiar 

Somewhat familiar 

Not too familiar 

Not at all familiar 
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FTSE Russell 8 

Lack of knowledge is one of the top reasons 
advisors cite for not using smart beta 
“Not knowing enough about smart beta” is cited by 42% of respondents as a “very 
important” reason for not using smart beta in their practices; 35% of respondents cite “not 
having a long enough track record.”  

42% 

35% 
26% 25% 21% 

16% 16% 

0% 

25% 

50% 

Don't know enough 
about them 

Not a long enough 
track record 

Haven't found an 
asset manager you 

trust who offers 
these strategies 

Not possible to 
predict whether or 

not they will 
outperform 

conventional active 
or index funds 

Don't feel that back 
testing shows 

these strategies 
offer enough 

Don't feel that the 
strategies are 
worth the extra 

fees 

You can achieve 
Smart Beta 

objectives with 
your own portfolio 

management 

How important is each of these reasons for not using smart beta in your practice?  

Segment = Never used smart beta (unaided) 
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FTSE Russell 9 

Qualities traditionally applied to active 
management are used to describe smart beta 
products 
Protecting portfolio assets is top of mind for advisors, and several findings suggest 
that advisors may view smart beta products similarly to active management. Advisors 
have an interest in using smart beta products to protect portfolios in down markets, control 
volatility and increase alpha. 

19% 

21% 

22% 

24% 

30% 

36% 

36% 

38% 

40% 

49% 

53% 

62% 

How motivating would each of these reasons be for using a smart beta product?  

Downside protection in bad markets 

Lower volatility 

Increased Alpha 

Higher yield 

Portfolio diversification 

Addresses specific investment objective cost effectively 

Lower cost than other similar active strategies 

Client demand 

Something new to offer clients 

Low turnover 

Higher sharpe ratios 

Seems like a reasonable strategy 
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FTSE Russell 10 

History is critical with smart beta 

Aside from availability on the advisor’s platform, the strongest factor in choosing a smart 
beta product is its performance history in good and bad markets. Seventy-three percent of 
advisors point to performance history over the long term as being a very important factor in 
deciding which smart beta product to use, while slightly less than half say cost is a very 
important factor.  

77% 73% 

48% 47% 

30% 

18% 17% 
8% 

0% 

20% 

40% 

60% 

80% 

Available on 
your firm's 
platform 

Performance 
history in good 

and bad markets 
over the long 

term 

Detailed 
information on 

index 
methodology of 

the ETF 

Cost Guidance on 
how to use when 

constructing 
portfolios 

Marketing 
materials for 
your clients 

Performance 
history over 
short term 

Third party 
endorsements of 
the ETF and/or 
ratings of ETF 

Percentage of respondents indicating “very important” when deciding which smart beta product to use. 
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FTSE Russell 11 

Smart beta strategy usage 

Of the existing smart beta approaches tested, Dividend and High Quality followed by 
Fundamental show the most potential for use in the marketplace. 

36% 
27% 23% 17% 

26% 
17% 

35% 
40% 

31% 
35% 22% 

24% 

0% 

20% 

40% 

60% 

80% 

Dividend/Income yield High quality Fundamental Low volatility Equal weight Momentum 

Already use Very likely 

Percentage of advisors using or very likely to use existing smart beta approaches. 

70% 
67% 

54% 52% 48% 
41% 
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FTSE Russell 12 

Demographics skew younger 

Compared to non-users of smart beta, a financial advisor currently using smart beta 
is more likely to be younger . 

44% 41% 
26% 33% 

34% 
29% 

39% 21% 

0% 

20% 

40% 

60% 

80% 

Under 40 40–49 50–59 60 or older 

Unaided users Aided users 

Age of smart beta users.  

Segment = Smart beta users 

78% 
70% 

65% 

54% 
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FTSE Russell 13 

Higher percentage of asset in ETFs and 
alternative investments 
Compared to non-users of smart beta, a financial advisor currently using smart beta 
is more likely to have higher AUM in ETFs and alternative investments  

32% 

16% 

0% 

10% 

20% 

30% 

40% 

Smart Beta users Non Smart Beta users 

Percentage of advisors with more than 20% 
invested in ETFs. 

Percentage of advisors with more than 10% 
invested in alternative investments. 

20% 

11% 

0% 

5% 

10% 

15% 

20% 

Smart Beta users Non Smart Beta users 
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FTSE Russell 14 

What decisions do I need to make? 

Active Systematic Passive 

How much active risk do I want to take? 
What types of assets do I want to invest in? 
How well do I know the product provider? 

How much am I willing to pay? 
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FTSE Russell 15 

Important information 
© 2015 London Stock Exchange Group companies. 

London Stock Exchange Group companies includes FTSE International Limited (“FTSE”), Frank Russell Company (“Russell”), MTS Next Limited (“MTS”), and FTSE TMX Global Debt 
Capital Markets Inc (“FTSE TMX”). All rights reserved. 

“FTSE®”, “Russell®”, “MTS®”, “FTSE TMX®” and “FTSE Russell” and other service marks and trademarks related to the FTSE or Russell indexes are trademarks of the London Stock 
Exchange Group companies and are used by FTSE, MTS, FTSE TMX and Russell under licence. 

All information is provided for information purposes only. Every effort is made to ensure that all information given in this publication is accurate, but no responsibility or liability can be 
accepted by the London Stock Exchange Group companies nor its licensors for any errors or for any loss from use of this publication. 

Neither the London Stock Exchange Group companies nor any of their licensors make any claim, prediction, warranty or representation whatsoever, expressly or impliedly, either as to 
the results to be obtained from the use of the FTSE Russell Indexes or the fitness or suitability of the Indexes for any particular purpose to which they might be put. 

The London Stock Exchange Group companies do not provide investment advice and nothing in this document should be taken as constituting financial or investment advice. The 
London Stock Exchange Group companies make no representation regarding the advisability of investing in any asset. A decision to invest in any such asset should not be made in 
reliance on any information herein. Indexes cannot be invested in directly. Inclusion of an asset in an index is not a recommendation to buy, sell or hold that asset. The general 
information contained in this publication should not be acted upon without obtaining specific legal, tax, and investment advice from a licensed professional. 

No part of this information may be reproduced, stored in a retrieval system or transmitted in any form or by any means, electronic, mechanical, photocopying, recording or otherwise, 
without prior written permission of the London Stock Exchange Group companies. Distribution of the London Stock Exchange Group companies’ index values and the use of their 
indexes to create financial products require a licence with FTSE, FTSE TMX, MTS and/or Russell and/or its licensors. 

The Industry Classification Benchmark (“ICB”) is owned by FTSE. FTSE does not accept any liability to any person for any loss or damage arising out of any error or omission in the 
ICB. 

Past performance is no guarantee of future results. Charts and graphs are provided for illustrative purposes only. Index returns shown may not represent the results of the actual 
trading of investable assets. Certain returns shown may reflect back-tested performance. All performance presented prior to the index inception date is back-tested performance. Back-
tested performance is not actual performance, but is hypothetical. The back-test calculations are based on the same methodology that was in effect when the index was officially 
launched. However, back-tested data may reflect the application of the index methodology with the benefit of hindsight, and the historic calculations of an index may change from 
month to month based on revisions to the underlying economic data used in the calculation of the index.  
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