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Distributors

 Kidder Peabody

 PaineWebber

 Dean Witter

 E.F. Hutton

 Merrill Lynch Pierce Fenner
& Smith

 Prudential  Bache

 Shearson Lehman

 AG Edwards / Wachovia

 Salomon Brothers

Names from the Past

Asset Managers

 Kemper Financial

 Scudder Stevens and Clark

 Colonial / Columbia

 American Capital

 AIM 

 Keystone

 Strong

 PBHG

 GT Global

 Montgomery

Source: FUSE
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Structure Dec‘09 AUM
($ bil)

CAGR
Range

Growth
Projection

Mutual Funds 7,807 8-10%

ETFs 777 14-18%

Closed-End* 225 4-6%

Hedge Funds 1,600 10-12%

Sep Accts* 468 6-8%

Variable Annuity* 1,311 5-7%

Growth by Product Structure

Source: ICI, NAVA, MMI/Dover Financial Research, Hedge Fund Research

*(CEF, VA a/o 3Q09, SMA a/o 2Q09)



6

Sales & Asset Trends (L-T MFs & ETFs)
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2007 2008 2009 2010P 2011P 2012P 2013P

Industry AUM $8,914 $5,769 $7,681 $8,442 $9,231 $10,064 $10,975

Industry Gross Sales $2,198 $2,481 $2,379 $2,256 $2,405 $2,551 $2,808

Redemption $1,975 $2,705 $1,991 $1,918 $2,080 $2,226 $2,450

Net Sales $223 ($224) $388 $338 $325 $325 $358

Asset Growth ($3,145) $1,912 $761 $789 $833 $911 

Market Appreciation ($2,921) $1,524 $423 $464 $508 $553

Mutual Fund Projections
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DB
4%
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19%
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22%

Taxable
55%

Assets ($ bil)

Mutual Fund Assets
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Distribution Matters
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Home Office Solutions

Product 
Optimizer

Risk 
Profile & 

Goal 
Setting

Manager 
Selection & 
Monitoring

Customized
Solution

Advisor In-house

Research

Asset Allocation Department

& Overlay Manager

Client
Updates

Advisor

Improves Advisor / Client Dynamic Greater Consistency in Results

Inserts ñCompanyò into RelationshipsEnhances Rep Productivity

Source: FUSE
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 Need to standardize client experience

 Drive to improve rep productivity (30%  of time 
used on manager selection and asset allocation)

 Greater use of passive investments (protect 
overall fee levels)

 Enhanced sophistication of solutions (particularly 
as UMA platforms are put in place)

 Short-ǘŜǊƳ άǎŜǘ ōŀŎƪέ ŀǎ ŀ ŦǳƴŎǘƛƻƴ ƻŦ ŦƛƴŀƴŎƛŀƭ 
ŎǊƛǎƛǎ ŀƴŘ C!Ωǎ ǎŜƴǎƛǘƛǾƛǘȅ ǘƻ ǘƘŜƛǊ ǇŜǊŎŜƛǾŜŘ ǾŀƭǳŜ

Centralized Models
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Migration of Advisor Functions

Past Č Present and Future

Source: FRC
15
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Projected UMA Usage

Unchanged
50%

down by < 
10%
3%

Increase < 
10%
16%

Increase > 
10%
31%

Advisors ï47% predict an increase

Increase < 
10%
22%

Increase > 
10%
78%

Home Office - 100% increase

Source: FUSE
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Home Office Ranks

1. Reputation 10% extremely

2. Field Sales 20% extremely

3. Key Accts.

4. Mktg. Support

5. Value Add

6. Perf. Analytics

7. Virtual Wholesaling

Advisor Ranks

1. Reputation 55% said extremely

2. Perf. Analytics 25% extremely

3. Value Add

4. Mktg. Support

5. Key Accts.

6. Field Sales 7% extremely

7. Virtual Wholesaling

Source: FUSE

Manager Attributes
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 Product or Service?

 Size of market opportunity

 401k funding requirements

 Past & Current Solutions:

o VA linked to Mutual Fund

o SWP on Balanced Fund 

o Structured Products

o PIMCO Real Income (UIT)

o NYLife Fixed Annuity in WRAP

o UMA / UMH (LifeYield)

Retirement Income

Source: FUSE
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Total Investable Assets $16 trillion

3.5%

Retirement Income Available $560 billion

7.35%

Annuity Share $41billion

Dollars for Insured Retirement Income

Source: FUSE
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21

 Target Date Funds

 Collective Trusts ($1.4 bil, 50% in retirement plans)

 Asset Manager M&A 

 Resource Allocation
 Sales Management

 Product Management

 Product Development
 Global Asset Allocation

 Alternatives (Multi Strategy, Absolute Return, Multi Sector)

 PIMCO Real Income / Driehaus Active Income

Other Issues

Source: FUSE
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Alternative Strategy Products

Assets & Estimated Net Flows (LongȤTerm Open End Funds, $'s Millions)

--- Estimated Net Flow ---

AUM 1/10 Jan ó10 YTD 2009    

Absolute Return 7,074.5 1,444.7 1,444.7 3,518.9

Arbitrage 3,590.0 365.5 365.5 1,536.2

Fund of Alternatives 2,069.3 55.1 55.1 242.4

Long/Short 6,120.3 208.6 208.6 880.9

Managed Futures 2,604.8 31.7 31.7 1,222.6

Market Neutral 8,048.9 146.3 146.3 2,378.1

MultiȤStrategy 4,512.5 543.0 543.0 1,312.7

Risk Managed Equity 10,763.4 39.9 39.9 1,753.8

TAA 1,135.4 263.9 263.9 161.4

Grand Total 45,919.1 3,098.6 3,098.6 13,007.1



Bonus Section: ETFs
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93.7%

3.9%
1.2% 1.0%

0.2%

Share of Assets

Traditional ETFs

Leveraged/Inverse ETFs

Exchange Traded Notes

HOLDRs

Active ETFs

Exchange Traded Funds Marketplace
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49.8%

24.9%

13.8%

8.9%
1.6%

0.9%
0.1%

Assets ($724B)

U.S. Stock

International Stock

Taxable Bond

Commodities

Alternative

Municipal Bond

Balanced

Traditional ETFs by Broad Category 
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50.4%

25.1%

13.2%

6.1%
1.8%

3.5% Assets ($724B)

iShares

State Street Global 
Advisors

Vanguard

PowerShares

Van Eck

All Others

Traditional ETFs by Firm
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9.1%
5.1%

4.4%

4.3%

2.9%

74.2%

Assets ($773B)

SPDR S&P 500

SPDR Gold Shares

iShares MSCI Emerging 
Markets Index

iShares MSCI EAFE Index

iShares S&P 500 Index

All Others

Top 5 Exchange Traded Products (mkt. shr. %)
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Actively Trading

WisdomTree (8x)

Grail (7x)

PowerShares (5x)

Pimco (3x)

iShares (1x)

AdvisorShares
(1x)

40-App Filers

Russell

John Hancock

Legg Mason

JPMorgan

Claymore

Eaton Vance

Goldman Sachs

T. Rowe Price

Active ETF Providers
Active ETF Market

# of aETFs: 26 

Market Size: $1.5B
Å$1.2B currency/quant
ÅϷлΦо. ΨǘǊǳŜΩ ŀŎǘƛǾŜ

Median aETF AUM: $11M

Largest aETF: $555 M 
WisdomTree Dreyfus 
Chinese Yuan
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In 2005, a patent was jointly issued to Vanguard and
Vanguard's chief investment officer, Gus Sauter, to
protect the ŦƛǊƳΩǎunique process of creating ETF share
classes of existing Vanguard mutual funds. Beyond
licensing fees, benefits of this unique structure
include:

 Potentially higher tax efficiency for its funds via capital 
gain management 

 Extending actively managed strategies into the ETF 
realm

 Extending economies of scale via a larger asset base

±ŀƴƎǳŀǊŘΩǎ 9¢C tŀǘŜƴǘ
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ETF Mergers and Liquidations
ETF Firm 2002 2003 2004 2006 2007 2008 2009 2010 Total

XShares 26 1 27

PowerShares 19 19

Northern Trust 17 17

Claymore Securities 1 11 4 16

Deutsche Bank AG 5 1 6

SPA 6 6

MacroMarkets 2 2 2 6

Ameristock 5 5

ETF Advisors Trust 3 1 4

FocusShares 4 4

Credit Suisse 3 3

iShares 3 3

Lehman Brothers 3 3

SSgA 2 1 3

Bear Stearns 1 1 2

Ziegler Capital 1 1

Grand Total 3 5 1 1 1 58 54 2 125

Exited the Business
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 Factors impacting the spread on ETFs
 Negatively Correlated:  ETF AUM, ETF Volume, Underlying Liquidity

 Positively Correlated:  Spreads increase with greater market volatility

 The volatility of 2008 surprised many ETF investors

Bid/Ask Concerns

Average 

Spread %

Oct-07 Oct-08

0.00% 12.60% 4.90%

0.10% 47.20% 11.50%

0.20% 23.80% 7.30%

0.30% 9.20% 5.30%

0.40% 3.20% 8.10%

0.50+% 3.90% 62.70%

Percentage Of ETFs At 

Different Average Spread 

Percentage Levels

Source: Index Universe
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Active ETFs

Advocates

 Low Cost

 Tax Efficient

 Transparency

 Intra-day Trading

 Pick the Price

 Darling of RIA channel

 Ease of access to 
brokers

 Revenue sharing

Wait and See

 Transparency

 Spreads

 Track record

 Approved list

 Incremental sales

Source: FUSE
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