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C O N T E N T S

Welcome to the 2023 Global Outlook for ETFs, providing the global ETF investor’s view. It 
is published by ETF Express, in association with Qontigo, which manages the STOXX 
and DAX index families. While many people will have been very happy to say goodbye 

to 2022, even more are concerned with what 2023 will bring.
2022 saw double digit losses in both equities and bonds, a double whammy for investors eve-

rywhere. However, in the US, at the time of writing, ETFs were on target to enjoy their second best 
year of asset raising, thereby supporting the comment from Qontigo’s Axel Lomholt in this issue, 
that ETFs have maintained their popularity because of market conditions. “As we have seen before 
investors prioritise ‘safe products’ during uncertainty. We saw the same trend play out during the 
global financial crisis,” he says. 

Other research has emerged this year that investors, nervous of market volatility, have parked 
their investments into ETFs, avoiding active managers. UK wealth manager AJ Bell, included in 
our investor group in this report, had Laith Khalaf, head of investment analysis at the firm, saying: 
“In a year when most markets have fallen and long-standing trends have gone into reverse, you 
might have expected investors to flock to active managers, who exercise discretion over what to 
buy, rather than simply following the index. But quite the opposite has happened, with our most 
popular funds list being dominated by tracker funds.”

Another big difference year on year has been the arrival of the crypto winter and the continuing 
fallout from the collapse of FTX. We included a question on the crypto dramatic fall from grace of 
one of the ETF industry’s most innovative but challenging sectors in this year’s questionnaire for 
investors – you can read their responses in the pages ahead.

Enjoy!

Beverly Chandler, 
Managing Editor, ETF Express
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Axel Lomholt, Chief Product 
Officer, STOXX and DAX 

Indices, at Qontigo, believes 
that ETFs have maintained their 
popularity in 2022 despite the chal-
lenging market conditions. “As we 
have witnessed before, investors 
prioritise ‘safe products’ during 
uncertainty. We saw the same pat-

tern during the global financial crisis,” he says. “ETFs tend to ‘do 
their job’ well in all market conditions, which investors appreciate.” 

ETFs are going mainstream…
Lomholt notes that ETFs are rapidly going ‘mainstream’ across 
all regions and while assets and inflows have slowed, the ETF 
as an investment tool is increasingly becoming the first choice 
for gaining market access. “This trend is further fuelled by the 
increase of robo-advisers.”

Lomholt believes that the use of passive ETFs in active port-
folio construction is increasing significantly and that this trend will 
likely continue. “ETFs and other listed index products continue to 
disrupt legacy distribution practices and have a positive impact on 
the financial services industry. They represent a wedge into previ-
ously inaccessible markets dominated by bank distribution and 

high-cost retail investment products. We have seen this trajectory 
over the past decade and it continued in 2022. When you hear 
about a new investment idea you will often hear ‘what ETF should 
I buy’ rather than ‘what stock should I buy’,” he says. 

… however, they are becoming more complex and 
used for active purposes
ETFs’ claim to fame was originally about low-cost replication 
of standard indices with intraday liquidity. But index investors 
are no longer necessarily buying the market passively, Lomholt 
notes. “Technology has advanced, liquidity is much deeper and 
the sophistication of basket trading has reached a new level. 
Investors are building active portfolios with low-cost ETFs which 
has accelerated the growth of thematic and precision exposures 
even more.”

Geographically, Lomholt expects the ETF ecosystem differ-
ences between countries that have shaped the ETF industry 
over the last few decades will continue into 2023 and beyond. 
“In fact, given that institutions in the US are warming to ETFs, we 
could see an increase in the adoption of ETFs by US investors. 
The distribution landscape, regulatory framework and capital 
market structure supporting ETFs in the US is far superior to 
other regions. We would like to see further adoption in Europe, 
but it is likely to lag behind that in the US until Europe becomes 
a single, large homogeneous capital market.”

Sustainable and tech are likely to dominate in 2023
“Within traditional equities, we anticipate increased demand 
for sustainable thematics (clean energy, green infrastructure, 
circular economy, lifestyle products) and tech thematics (con-
nectivity, cybersecurity and electronics) to gain momentum. We 
also expect the demand for broader sustainable products (CTB 
and PAB products, China ESG) to remain independent of market 
conditions,” Lomholt says.

Growing demand for customised ETFs 
According to Lomholt, we are moving towards index customi-
sation at an unprecedented rate and ETF issuers can not only 
build their own ETFs, but also bring their own data. “We are 
witnessing a growth in new data providers who are developing 
new ways of harvesting data using various new technologies, 
including AI.” 

This is a key area where Lomholt believes Qontigo’s index 
business to be in a strong position. “The value proposition 
Qontigo offers is the unique combination of indexing and ana-
lytics, enabling us to develop solutions that are enhanced by 
advanced optimisation and portfolio construction. And our open 
architecture makes it easy to onboard external data, whether 
from leading data providers or proprietary client data. For exam-
ple, we just recently launched the STOXX Global Metaverse 
index which uses an external patents database to identify the 
pioneering companies developing the Metaverse.”

As ETF issuers’ needs evolve, Lomholt says they are look-
ing for index companies to provide comprehensive, investable 
indices as the foundation for the creation of highly targeted 
solutions, particularly in the areas of sustainability, factors and 
thematics. Lomholt spearheaded the launch of the STOXX 
World index suite to position Qontigo for this growth opportunity. 
“STOXX World Indices will allow investors to combine a consist-
ent view of world markets with analytics-enhanced strategies 
based on desired styles, ESG objectives or themes.”

Sustainability expected to become the norm
Turning to ESG, Lomholt observes that the current headwinds in 
the context of ESG investing are well documented, but this does 
not change the fact that sustainability and climate change repre-
sent a significant opportunity for ETF and index providers to help 
their clients. “ESG investing is likely to become the norm, affect-
ing the entire capital markets ecosystem,” concludes Lomholt. 

I N T E RV I E W

Celebrating ETF popularity despite 2022’s challenging markets

Investors are building active portfolios with 
low-cost ETFs which has accelerated the 
growth of thematic and precision 
exposures even more.
Axel Lomholt, Chief Product Officer,  
STOXX and DAX Indices, Qontigo
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Chapter 1

Asset growth

I believe the ETF industry has 
coped quite well under the 
difficult market circumstances 
that it has faced. 
Bob Smith, Sage Advisory Services
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TERRY MCGIVERN
Senior Research Analyst, AJ Bell

I think the ETF industry has coped admirably with the 
challenging market conditions in 2022. As a fund wrap-
per, ETFs continue to show their resilience as well as the 
advantages for owners versus traditional open-end funds 
in still offering access to liquidity despite the turbulence 
caused by the freezing of Russian assets since the Ukraine 
invasion. The fact that ETFs have two venues for liquid-
ity – the primary market and secondary exchange traded 
market – means that allowing for the fact that prices were 
at a discount to NAVs, an investor could still exit their 
investment should that have been necessary. Elsewhere, 
the industry continues to grow in scale and reach, with 
innovative products coming to market and giving investors 
options beyond vanilla, market cap weighted funds, which 
has been useful when searching for returns and managing 
risk this year. It has allowed investors to react to the tough 
conditions by providing them with options such as dura-
tion bucketed fixed income, equity sectors and themes 
which has been valuable when traditional broad-based 
equity and fixed income strategies have struggled. 

MARY HAGERMAN
Senior Portfolio Manager, Raymond James

After all the craziness of 2022, portfolio managers will be 
looking to “keep it simple”, using more plain vanilla ETFs. 
Thematic plays in riskier sectors like crypto will have a 
harder time finding buyers in 2023.

The interest in broad-based ETFs with a value-orien-
tated index construction methodology should continue 
to grow. Although I am a long-term believer in technol-
ogy, I think value-tilted strategies are likely to outperform 
growth strategies for a second consecutive year. That 
in itself is a win for value strategies and, all else being 
equal, will likely result in further interest moving into 2023. 

With higher interest rates, the 60 – 40 portfolio is back 
in vogue. We should see more money flow into fixed 
income ETFs and distributors will be creative in finding 
new income-producing products for investors looking 
for yield. Despite the criticism we’ve seen this year 
about how “balanced funds are dead”, rising coupons 
have possibly brought back the value of bonds within 
a balanced structure – something we haven’t seen in a 
long time.

BOB SMITH
CIO & President, Sage Advisory Services

I believe the ETF industry has coped quite well under the 
difficult market circumstances that it has faced. This year 
has brought significant and unparalleled market volatil-
ity across the asset allocation spectrum. We have seen 
negative returns throughout the worldwide equity mar-
kets and some of the worst performance outcomes in 
50 years for fixed income and alternative forms of invest-
ment. Yet, through all this tumult, the market saw over 
USD700 billion of new inflows versus last year’s USD1.2 
trillion inflow record and has realised the launch of 400 
new ETFs in the US as well as 750 registrations for new 
additional ETFs in the year ahead.

Despite the recent investment market declines the 
ETF industry has continued to grow to well over 3,000 
funds with ETF assets doubling in the last three years 
because of persistent inflows attracted to this investment 
technology. This continued growth was widespread with 
many new entrants coming from mutual fund sponsors 
that have decided to convert several of their established 
core strategies into ETFs.
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A S S E T  G ROW T H

The ETF industry has endured more challenging market conditions over 2022 – how do you think the 
industry has coped?
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A S S E T  G ROW T H

HENRY TIMMONS
Director of ETFs, Richard Bernstein Advisors

Indeed, 2022 has been a difficult year to manage money. Peaking 
right after the year began, global equities were down 26 per cent 
through Q3 2022, US equities were down 24 per cent. These draw-
downs include 12 per cent and 14 per cent rallies (global and US) 
during the last quarter!

Despite this, the ETF space has done very well. The ETF is 
designed to be a vehicle for investment. During this challenging year, ETFs continued provid-
ing investors exposures to underlying securities in an efficient manner. Were there episodes that 
caused concern? Of course, this will occur when an emerging market freezes up. And as we near 
year-end, plenty of opportunities to harvest losses for managing investments in a tax efficient 
manner abound.

We continue seeing new ETFs brought to market. Each new offering is an opportunity to either 
invest in a slightly different area of the market or invest in an area of the market potentially more 
effectively. For the investor, typically more options are a good thing. But one needs to know what 
they’re trying to do, then find the best tool to do the job.

Ultimately, what we’re seeking is performance. Performance is up to the investor, which is why 
we coined the phrase Pactive – one can choose ‘passive’ instruments, but active decision making 
is critical to generate outperformance. 

CHRISTIAN GROLL
Chief Investment Officer, Scalable Capital

With high levels of inflation, falling global asset prices and political and economic uncertainty, the 
year 2022 certainly was a challenging year for the overall financial industry. But even in this envi-
ronment the ETF industry managed to further grow in popularity. Many new product launches, 
further fee and cost reductions and high levels of liquidity even in challenging markets proved 
again the innovation power of this sector. Hence it is not surprising that ETFs played a major role 
in our broker business this year, as clients are looking for cost-effective and convenient access to 
financial markets. Savings plans on ETFs allow retail investors to incrementally grow wealth with 
very low regular savings amounts thanks to fractional shares.

BEN SEAGER-SCOTT
Head of Multi-Asset Funds, Evelyn Partners

I think the ETF industry continues to cope very well, to be honest. Throughout a difficult period, 
most instruments have been able to trade as intended, whilst traditional market-cap weight indices 
have been a little more in favour as some of the active styles have come under pressure.

GRANT ENGELBART
Senior Portfolio Manager, Brinker Capital Investments

I think the industry has coped well. Inflows continue in huge numbers, active ETF launches 
continue, and issuers are always innovative in coming out with new ideas to provide a solu-
tion for the current or future market environment.

CONRADO LA ROCHE
Head of Fund Selection & Research, DPM Finanzas

The challenges are all market related, not industry related. The trend toward assets leaving 
high cost, illiquid incumbent vehicles like private hedge funds continues while ETFs collect 
the assets when they return to the market. 

IRENE BAUER
CIO & Founder, Twenty20 Investments

Very well I would say. We had quite a bit of market turmoil and challenges in 2022 and 
I would say ETFs came through with flying colours. Even the IMF said in their Global 
Financial Stability report from Oct 2022 that there seems to be less liquidity risk with ETFs 
than other open-ended funds.

ANDREW LIMBERIS
Investment manager, Omba

The ETF industry in 2022 has continued to show its robustness in the face of difficult 
market conditions and its versatility with continued product innovation. The continued suc-
cess of ETFs is clearly evidenced by strong flows (on an absolute and relative basis) and 
the greater adoption of ETFs by both new and existing ETF investors. Its resilience as a 
structure remains attractive, even in the face of worsening global liquidity and volatile asset 
prices, which should provide further support to longer-term flows into ETFs.

RUSTY VANNEMAN
Chief Investment Strategist, Orion Advisor Solutions

The ETF growth wave is huge and it’s not slowing down. In a year marked by consistently 
poor investor sentiment, the ETF industry still posted impressive asset growth. In addition, 
in a year where ‘ETF killers’ such as direct indexing (DI) had ideal conditions to take market 
share, it’s looking more like DI will serve a smaller subset of taxable investors, while ETFs 
will continue to appeal to a much broader set of investors. The prospects remain bright for 
more impressive ETF growth.
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Chapter 2

Geographic split

Though the ETF wasn’t first launched in the US, 
the ETF space is far more mature for 
investment purposes here in the US compared 
with Europe, Asia, and the rest of the world. US 
exchange traded ETFs have been the bulk of 
global ETP flows historically and will continue 
to drive global flows in 2023.
Henry Timmons, Richard Bernstein Advisors
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CHRISTIAN GROLL
Chief Investment Officer, Scalable Capital

The US has generally been leading in terms of inflows due to 
its large market capitalisation and we expect this to hold over 
2023 as well. But we also see great potential for Europe. The 
rise of neobrokers has significantly alleviated access to finan-
cial markets for retail investors. We expect that this will lead to 
some catch-up effects in terms of financial market participation 
for European investors and will mean comparatively elevated 
inflows for European markets due to tendencies of home bias of 

investors. In addition, further improvements in financial market structures will allow countries with 
high GDP but low market-cap to catch-up. Countries like China or India could benefit from this.

BOB SMITH
CIO & President, Sage Advisory Services

Based on current events and known policies we believe that the US market will remain attractive 
due to its capital market capacities, creativity, and diversity of opportunity particularly in regard to 
ETFs. From purely a return perspective we see the continued softening of the US dollar and the 
eventual end to the current FOMC monetary tightening cycle as advantageous for emerging mar-
kets, commodities, precious metals, longer duration, and international fixed income investments 
as well as liquid multi-asset income producing strategies.

In this environment we believe the US and Canada will maintain their relative attraction for inves-
tors. Europe, while attractive on a relative value basis, is still suffering from the uncertainty of the 
Russian/ Ukraine war and what the outcome of that situation will mean for the Western European 
economies longer term. Japan and Southeast Asia may offer greater potential both near and long 
term, particularly as China continues to labour under its restrictive domestic Covid policies.

If the China/Taiwan territorial dispute remains active investors will and should approach allocations 
to these regions with caution. If China were to reduce Taiwan relationship tensions and become less 
restrictive regarding Covid public health requirements, thereby allowing their domestic economy to 
regain its former productivity vigour, its relative attraction would improve meaningfully. In the present 
environment we believe that India and select Latin American markets will be attractive to investors by 
offering a resurgence in growth fuelled by their growing domestic economies and consumer demand 
as well as their natural resource export bases and expanding technology manufacturing capabilities.

HENRY TIMMONS
Director of ETFs, Richard Bernstein Advisors

Though the ETF wasn’t first launched in the US, the ETF space is far more mature for 
investment purposes here in the US compared with Europe, Asia, and the rest of the 
world. US exchange traded ETFs have been the bulk of global ETP flows historically and 
will continue to drive global flows in 2023.

IRENE BAUER
CIO & Founder, Twenty20 Investments

The US is still the largest market and that will probably continue in net new assets for next 
year. Plus, we might be closer to peak interest rate rises in the US than the rest of the 
developed world and for that reason I’ll expect more fund flows, which more often go into 
ETFs these days. 

TERRY MCGIVERN
Senior Research Analyst, AJ Bell

I think all regions will see increased use of ETFs next year, just because I feel the benefits 
of the wrapper in terms of transparency, cost, choice and liquidity are an improvement 
on mutual funds generally. Add in some extra benefits such as tax advantages in the US 
and it’s hard to make a case that ETF adoption won’t continue its upward trajectory more 
broadly, even allowing for the tension that exists in Europe and Asia. In terms of asset 
allocation, UK and Asia/EM equity look relatively attractive, so should see flows, while fixed 
income looks attractive relative to equity, meaning fixed income ETFs should benefit from 
asset allocation flows in 2023. 

CONRADO LA ROCHE
Head of Fund Selection & Research, DPM Finanzas

The US rule changes provide an opportunity for complicated products in 
reaction to a difficult macro environment. I would bet on US ETF growth. 
Europe certainly has a lot of potential, but we see there are obstacles to 
its growth in the short term (liquidity, local tax incentives to non-ETFs 
and a distribution system based on rebates).
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G E O G R A P H I C A L  S P L I T

Which geographical areas will do the best in terms of asset raising over 2023: UK, Europe, Canada, 
US or Asia?
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Chapter 3

Trends

Investors tend to follow performance, 
so my expectation is that investors 
will increase their exposure to 
‘alternative’ and ‘real assets’ ETFs in 
the year ahead.
Rusty Vanneman, Orion Advisor Solutions
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TERRY MCGIVERN
Senior Research Analyst, AJ Bell

I expect sectors that have pricing power will continue to 
do well in 2023, as inflation will likely remain high relative 
to central bank targets, even if it cools somewhat com-
pared with the double-digit levels seen in 2022. Areas 
such as healthcare, consumer staples and energy, even 
after a stellar 2022, will likely continue to be good per-
formers. On the thematics side, strategic industries such 
as biotechnology, food production and semi-conductor 
manufacturing will likely be beneficiaries of the drive 
to re-shore or near shore, as developed markets (and 
governments) grapple with a realisation that security of 
supply is a more important component now than it has 
been in the past, as the world seems to be moving away 
from Pax-Americana to a more multi-polar structure.

CHRISTIAN GROLL
Chief Investment Officer, Scalable Capital

Higher interest rates have made fixed-income securities 
more attractive and will increase demand for bond ETFs. 
Apart from that, investors will also increasingly invest into 
sectors and thematics that align with their own values 
and convictions. ESG investing is one manifestation for 
this behaviour, but more generally investors will allocate 
funding and resources to sectors where they see poten-
tial to overcome societal challenges, like clean energy, 
biotech innovations or artificial intelligence and robot-
ics. Directing additional inflows to these companies will 
reduce their funding costs and we observe with our 
broker clients that retail investors increasingly invest into 
ESG products. In line with that, we also started to offer 
a specific Megatrends and Climate Protection portfolio 
based on ETFs for our wealth management clients.

HENRY TIMMONS
Director of ETFs, Richard Bernstein Advisors

We recently published an Insight suggesting that now 
may be the time to look abroad. We also mentioned 
that ‘Tech’ (Information Technology, Communication 
Services, and Consumer Discretionary) has detracted 
from regional performance.

As a firm, we’ve benefited from certain insights taking 
a while to be fully embraced by the investing commu-
nity. Early in the firm’s history, we viewed US investments 
favourably. Because we had such a large overweight to 
the US, firms that classified our strategies wanted to 
reclassify RBA as US investors. But since Day 1, we’ve 
benchmarked our equity exposure to the MSCI ACWI 
Index. We can go anywhere but we won’t be every-
where. I anticipate others may follow us later in 2023.
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What sector trends and thematics will dominate ETFs over 2023?

T R E N D S
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ANDREW LIMBERIS
Investment manager, Omba

Sector and thematic flows 
can be fickle especially where 
ETFs are used by more active 
rather than long-term investors. 
Following a difficult year, 2023 
looks to offer a new challenge 

for sectors and themes as the impact of recent rate hikes will 
continue to be felt. Strong underlying trends around sustain-
ability will likely prevail and provide some support regardless 
of underlying market conditions and performance. More 
attractive yields across the fixed income spectrum will likely 
also attract investors to the space.

BEN SEAGER-SCOTT
Head of Multi-Asset Funds, 

Evelyn Partners

Thematics remain very popular 
with retail investors, and I expect 
this trend to continue. Whilst 
ESG broadly is likely to come 
under continue pressure, I think 
targeted active plays around elements such as energy effi-
ciency and renewable energy will remain popular as well as 
megatrends related to technology (such as AI) and some of 
the shifting demographics are likely to be areas that do well 
in 2023. We may even see a push for energy options more 
generally, given what we’ve seen in 2022.

CONRADO LA ROCHE
Head of Fund Selection & Research, DPM Finanzas

The first half will be dominated by defensive themes/value, 
but if the Fed pivots any time soon, we may see all the inno-
vation themes and growth sectors shine again (technology). 

IRENE BAUER
CIO & Founder, Twenty20 Investments

There has been a big problem with tech in 2022, partly just 
revaluation, but also a reality check after the exuberance of 
the previous years. I’ll expect tech to slowly come back next 
year, especially anything to do with green energy. Mining 
might be another thematic trend, along with some of the 
defensive sectors. Last, but not least, expect a bounce back 
in the ETF space as interest rate increases slow.

GRANT ENGELBART
Senior Portfolio Manager, Brinker 

Capital Investments

I think a couple areas could see 
strong interest next year. Fixed 
income (particularly active) will 
likely see big flows as yields are 
more attractive and investors 
reposition. More active concentrated strategies should also 
do well as investors pick up the pieces in growth and small-
cap stocks. I could also options-based strategies continue 
to gain assets as attractive areas for controlled risk and yield.

RUSTY VANNEMAN
Chief Investment Strategist, 

Orion Advisor Solutions

Investors tend to follow perfor-
mance, so my expectation is 
that investors will increase their 
exposure to ‘alternative’ and 
‘real assets’ ETFs in the year 

ahead. It’s also notable that value stocks are now outper-
forming even over the last 3 years. Given that three-year 
performance is a major driver of interest and flows among 
investors, both retail and institutional, this will also likely 
impact relative flows.

BOB SMITH
CIO & President, Sage Advisory Services

The proportion of new actively managed ETFs to passively man-
aged funds will continue to increase along the same 60/40 split 
that investors saw in 2020 and 2021 with most new launches 
relying on some form of an actively managed strategy in a vari-
ety of asset categories. Equity strategies will remain popular 
and continue to attract the bulk of fund flows although fixed 
income funds will likely garner a greater attraction compared 
to last year if the global monetary and inflation setting mod-
erates thus making fixed income ETFs more attractive from a 
yield and risk/reward perspective. This transition may come at 
the cost of AUM growth within last year’s popular Ultra-Short 
Term ETF sector that has grown to 36 different funds with total 
assets under management more than USD100 billion. Within 
these larger market trends, we expect to see further new prod-
uct development in fixed income sector and non-core sector 
focused ETFs to give investors greater ability to apply tactical 
adjustments to customise credit, maturity, and industry alloca-
tions within their portfolio construction management process. 
We also look for further development in the fast-growing factor 
based, leveraged and discretionary strategy ETFs that combine 
options and cash securities to limit or enhance the risk and 
reward attributes within investor portfolios.

In the last couple of years thematic investing has continued 
to advance despite significant market headwinds and sub-
par performance across the strategies of several providers. 
The thematic ETF market has now grown to about 268 funds 
with roughly USD134 billion in AUM representing 1.3 per cent 
of the US ETF industry’s USD5.9 trillion of AUM at the end of 
September 2022. This investor interest has also been the basis 
for the emergence and success of new ETF providers like Ark 
Investment Management, Global X, Defiance, and others that 
have attracted significant investor inflows. We believe that many 
of these themes will eventually be considered core portfolio 
holdings thus displacing a range of companies and funds that 
are currently regarded as such.
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Chapter 4

Distribution

Unfortunately, Europe, including the UK, 
still hasn’t solved some of the challenges 
that have typically impeded ETF 
penetration, including fractional dealing, a 
consolidated tape or exchange rules 
alignment, meaning fragmented liquidity 
and frictions not seen in the US.
Terry McGivern, AJ Bell
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GRANT ENGELBART
Senior Portfolio Manager, Brinker Capital Investments

Yes, I believe the trend is still strong for institutional adoption 
in the US (I cannot speak to the European market). Especially 
when an ETF represents the lowest management cost for a 
given strategy, institutions could gain an operational edge by 
using the ETF vs a mutual fund or separate account.

HENRY TIMMONS
Director of ETFs, Richard Bernstein Advisors

I’m optimistic institutional ETF usage will continue growing in 
the US. The institutional space is bifurcated between those 
that shun ETFs and those that have adopted the ETF as 
an inexpensive tool to gain beta market exposures. We’ve 
been trying to grow our own institutional line of business. 
And when potential clients are given the option of owning an 
SMA with hundreds of securities or a less expensive SMA 

holding ETFs, the discussion continues to favour owning hundreds of securities.
Seismic shifts sometimes take a generation. I’m optimistic that institutional clients will 

gravitate towards ETFs though I believe it will likely be beyond 2023.

IRENE BAUER
CIO & Founder, Twenty20 Investments

The uptake in Europe is slowly but surely coming, but unless 
advisers being incentivised by mutual funds comes to a halt, 
ETFs will never have that huge uptake in Europe. In those 
European countries it is often more the DIY investor and 
robo-advisers that use ETFs as opposed to advisers. 

ANDREW LIMBERIS
Investment manager, Omba

Greater adoption in Europe will continue to be hampered by 
traditional distribution channels that are poorly designed to 
facilitate the use of ETFs and also lack the incentives to do so. 
This creates pockets of opportunities in Europe (on a country-
by-country basis) where some strong inroads have been made 
(for example in Germany). The longer-term potential for greater 
involvement remains high but progress will take time.

BEN SEAGER-SCOTT
Head of Multi-Asset Funds, Evelyn Partners

I can mainly speak for Europe (and more specifically the UK) 
but I think there is increasing demand for ETFs to be part of the 
investment toolkit so I would expect involvement to continue to 
ratchet up.

CONRADO LA ROCHE
Head of Fund Selection & Research, DPM Finanzas

The trend is your friend here, the world wants transparency, tax 
efficiency and liquidity. ETFs deliver investment management 
with benefits that investors desire. 

RUSTY VANNEMAN
Chief Investment Strategist, Orion Advisor Solutions

Given the various advantages of ETFs, including lower costs and 
dependable market exposure, I would say ‘yes’!
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BOB SMITH
CIO & President, Sage Advisory Services

Yes, institutional uptake of ETFs will continue in 2023 and beyond. In the last couple of years 
investors have had to contend with a range of difficulties associated with the Covid pandemic 
and despite this environment the ETF achieved record and near record growth thus underlining its 
resilience, innovation, and ongoing potential. Indeed, during this time it has been estimated that 
US investors invested USD3 into ETFs for every USD1 invested in mutual funds. Because of these 
trends various market surveys indicate that institutions now own or control between two fifths to 
two thirds of all ETF related assets.

The drivers behind this growth have varied between the different types of institutional investors 
but most all of them identify, the appeal of lower investment costs as a primary attraction while 
also seeking to maximise liquidity and risk management flexibility. Investors are cost sensitive 
worldwide. This is illustrated in the fact that nearly 65 per cent of new institutional ETF flows were 
directed toward low priced ETFs with fee structures of 20 basis points or less. Institutional inves-
tors were also attracted to the increased availability of ‘smart beta’ and active ETFs that provided 
excess alpha generation potential. Recent surveys have shown that roughly 40 per cent of insti-
tutional ETF holdings are invested in ‘smart beta’ or actively managed strategies.

 The breadth of the institutional involvement in the ETF market has expanded dramati-
cally in the last few years to include the Federal Reserve and other Central Banks or 
government entities. There has also been an ongoing transformation in the business of 
providing financial advice that has fuelled institutional investor interest. This has been 
evident across the service provider universe which now includes insurance companies, 
outsourced CIO (OCIO) platforms, hedge funds, broker/dealer managed account plat-
forms, robo or digital investment advice platforms and large private wealth managers. 
As in the US, we have also seen increased involvement in the ETF market from EMEA 
based institutional investors. EMEA market practitioners have historically lagged 
many of the US financial and wealth advisor adoption trends, but this seems 
to be changing.

The global ETF market has grown dramatically in recent years reaching 
USD10 trillion in AUM. This has happened largely due to institutional fund 
inflows which look to continue unabated. PwC projected in its most recent 
annual ETF investor survey that global ETF AUM could likely reach USD26 
trillion by 2026 representing an enviable compound annual market growth 
rate in the mid-teens. If the global risk markets recover from their recent 
declines in reaction to better economic outcomes and more accom-
modative monetary policies, we suspect that this ETF market growth 
projection may prove to be conservative.

TERRY MCGIVERN
Senior Research Analyst, AJ 

Bell

Unfortunately, Europe, includ-
ing the UK, still haven’t solved 
some of the challenges that 
have typically impeded ETF 
penetration, including frac-

tional dealing, a consolidated tape or exchange rules 
alignment, meaning fragmented liquidity and frictions 
not seen in the US. As such, whilst I think there will be 
increased use of ETFs generally in Europe, it has a long 
way to go to catch up to the levels of adoption seen in the 
US. However, ESG strategies coming out in an ETF guise 
have been a more frequent trend over the last few years, 
and this may help to break down the barriers between 
financial advisers and wealth managers. 

CHRISTIAN GROLL
Chief Investment Officer, 

Scalable Capital

I see a trend in wealth 
management away from tra-
ditional discretionary stock 
picking approaches to rule-
based investment concepts 
that are well grounded in empirical research. ETFs 
play an important role in the actual implementation of 
these concepts. Some of these approaches are directly 
reflected on the ETF level itself, for example smart beta 
ETFs. Other concepts require flexibility on the asset allo-
cation level and ETFs provide just the right toolset to 
efficiently manage broad regional, sectoral or asset class 
exposure in a cheap and liquid way. Hence, our digital 
wealth management business is based exclusively on 
ETPs at the moment.
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New structures

ESG will continue to be top-of-mind; 
however, investors may be less willing to 
adopt filters that exclude sectors like oil 
and materials, which should continue to 
do well in 2023. A ‘best-in-class’ stock 
picking methodology might be more 
popular in the ESG ETF offerings.
Mary Hagerman, Raymond James
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BEN SEAGER-SCOTT
Head of Multi-Asset Funds, Evelyn Partners

I can see the strong appeal in the US given the advan-
tages around taxation. In Europe, active ETFs are gaining 
prominence but I think semi-transparent instruments are 
still a way off, as the advantages just don’t seem clear 
enough at the moment.

CHRISTIAN GROLL
Chief Investment Officer, Scalable Capital

Low costs and transparency have been the main drivers for the popularity of ETFs.
Semi-transparent funds must retain these qualities as much as possible if they want to 

succeed as investment vehicles.

CONRADO LA ROCHE
Head of Fund Selection & Research, DPM Finanzas

This is an uphill battle because the benefit is more in 
favour of the investment manager than the end con-
sumer. Europe has rules regarding daily reporting for 
ETFs that makes it difficult for non-transparent to be well 
considered by the regulators and some investors.

GRANT ENGELBART
Senior Portfolio Manager, Brinker Capital Investments

I think the adoption here will slow. There are too many active transparent ETFs launching, 
and no clear winner/leader in the semi-transparent structure space. 

IRENE BAUER
CIO & Founder, Twenty20 Investments

There have been many new entrants to the active ETF 
market in the US. While many remain very small, some 
have gained quite considerable assets, like Avantis. I 
would expect the trend to continue, but in the end it is 
about the skill of the Sales & Marketing team to sell these 
ETFs. The take up in the UK is starting from a low base, 
but it will grow.

MARY HAGERMAN
Senior Portfolio Manager, Raymond James

ETFs will continue to grow and dominate the investment 
landscape with the rise of the semi-transparent ETF. This 
will facilitate bringing new products to market in the US 
and abroad.

RUSTY VANNEMAN
Chief Investment Strategist, Orion Advisor Solutions

As more mutual funds convert toward the ETF structure, 
I would expect that these ETFs will continue to grow in 
the US. My expectation is that ‘actively-managed’ ETFs 
will be an area of strong growth in the ETF industry. 
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BOB SMITH
CIO & President, Sage Advisory Services

Active semi-transparent ETFs, first launched in 2020 after 
receiving SEC approval in 2019, are a brand-new type of fund 
that are built differently from traditional ETFs. The intended pur-
pose behind these new funds is to make ETFs more attractive 
vehicles for active managers that might consider launching one 
by removing the daily disclosure of holdings to market makers, 
and investors.

Knowing exactly what’s inside an ETF allows us, market 
makers and authorised participants (APs) to efficiently value the 
portfolio and conduct trades that keep the ETF’s price gener-
ally in line with its underlying value. Therefore, knowing exactly 
what’s under the hood is important for us as risk managers. 
We believe that transparency becomes an important and help-
ful feature to count upon when extreme volatility and significant 
market dis-locations occur. This is one reason why we tend to 
avoid using these forms of ETFs within our client portfolios.

Also, even though most of these ETFs appear to trade 
somewhat in line with similar traditional ETFs that are designed 
around the same asset class style or sector, they still lack crash-
tested track records that reflect how they may have performed 
in extreme market environments over time.

Another concern about these ETFs is a possible reduction 
in their tax efficiency and the drag on relative performance that 
may occur from the ETF sponsor’s need to keep their model 
security portfolio and the securities it receives through the crea-
tion/redemption process in alignment compared to passive 
broad index based traditional ETFs. While we believe that active 
semi-transparent ETFs are an interesting development, we will 
continue to study them until longer track records have been 
established. We also believe most individual investors should 
proceed with caution when considering them for their portfolios.

HENRY TIMMONS
Director of ETFs, Richard Bernstein Advisors

I like how ETFs are a transparent vehicle. I’m able to fully 
X-ray our firm’s ETF models and see what exposures we 
have every day. They didn’t always exist.

The ETF originated from a need by the SEC for a vehicle 
to help address some of the issues from the October 19, 
1987 market crash where portfolio insurance likely exac-
erbated the market decline. SPDR S&P 500 ETF TRUST 
(SPY) was eventually launched in 1993 (soon celebrating 
its 30th anniversary) though it wasn’t an overnight suc-
cess despite the numerous parties involved in bringing it to 
market. The ETF industry has spent enormous energy, time, 
and resources educating the marketplace about ETFs.

So where did the need for ANTS (active non-trans-
parent securities) arise? Not the SEC. The marketplace 
doesn’t need these. My conjecture is there are certain 
active fund managers who don’t want to follow prec-
edent, with ETFs traditionally being fully transparent. Yet 
these managers want to redirect some of the flow ETFs 
appear to be capturing from mutual funds. Again, the 
investor doesn’t benefit from this secrecy. And there are 
active ETFs being run with full transparency right now.

TERRY MCGIVERN
Senior Research Analyst, AJ Bell

I think there’ll continue to be adoption and growth in 
this area in the US. It has been a long road getting the 
regulators to finally approve the structure, but now that 
they have and there is a number of ways to implement it, 
I think US issuers will continue to seize the initiative and 
launch semi-transparent products. I am not expecting 
it to be a big growth area in Europe in 2023, however, 
due to the more challenging environment ETFs are faced 
with there in terms of regulation, fragmented liquidity and 
older platform architecture. They may arrive in time, par-
ticularly from US based issuers more familiar with the 
vehicle, but for now I expect the issuers and regulators 
in European markets will watch the US developments 
with interest, observing which model(s) are favoured and 
where any outstanding issues may lie, before we see a 
real push to introduce semi-transparent ETFs.
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BEN SEAGER-SCOTT
Head of Multi-Asset Funds, Evelyn Partners

I think ESG will remain a long-term growth trend in the indus-
try as more investors seek to align their wealth with their 
personal values. I do think after some of the greenwashing 
scandals recently, as well as some short-term underper-
formance versus broad markets, that ESG in an indexed 
form (so mainly ETFs) may see a bit of a cooling off for 2023, 
but that won’t stop the longer-term trend.

CONRADO LA ROCHE
Head of Fund Selection & Research, DPM Finanzas

We believe ESG will become more granular and specific. The era of broad ESG as market-
ing ploy is over. 

GRANT ENGELBART
Senior Portfolio Manager, Brinker Capital Investments

No. Some institutions will continue to adopt ESG because they have to. But the broad 
trend, overall idea of ESG, and how it manifests itself in portfolios is rapidly evolving away 
from “screens” to something more – impact, alpha, inclusion, etc.

CHRISTIAN GROLL
Chief Investment Officer, Scalable Capital

Yes, although ESG receives some pushback, at the moment, 
investing without ESG cannot be imagined anymore. 
Investors are conscious of where to invest their funds and 
pay attention to critical topics such as climate challenges. 
Criticism such as ‘greenwashing’ is tackled by the con-
tinuous evolution of sustainability regulation and disclosure 

requirements. ETFs have the advantage of being transparent. Investors can check the 
underlying holdings at any moment and decide whether the selection is in conformity with 
their personal understanding of sustainable investing.

MARY HAGERMAN
Senior Portfolio Manager, Raymond James

ESG will continue to be top-of-mind; however, investors may be less 
willing to adopt filters that exclude sectors like oil and materials, which 
should continue to do well in 2023. A “best-in-class” stock picking 
methodology might be more popular in the ESG ETF offerings.

RUSTY VANNEMAN
Chief Investment Strategist, Orion Advisor Solutions

While ESG will remain an important topic to some investors, ESG simply has yet to ever domi-
nate, and given the recent performance of ESG products, they’re not likely to dominate in the 
year(s) ahead. 

ANDREW LIMBERIS
Investment manager, Omba

ESG and sustainability will continue to dominate discourse in 2023. The evolving nature of sustain-
ability in public markets with continue to operate under a fragmented regulatory environment with 
investors remaining divided on how to approach the topic and achieve their desired outcomes. 
The scope for innovation and new product launches remains significant and should bolster flows 
(absolutely and relatively) into both broader and more targeted (i.e. thematic) ESG products.

IRENE BAUER
CIO & Founder, Twenty20 Investments

Definitely. I expect ESG to become the core in most portfo-
lios. Although there is a problem with ESG not being clearly 
defined by the industry and regulators. For that reason, the 
trend has been to move to more clearly defined indices, like 
ETFs tracking a Paris aligned index and the S and G in ESG 
have taken a bit of a backseat. That is a shame, but unless 
a Retail investor can approximately know from an ETF 
name what its philosophy is and where to easily find 
more information, that seems an uphill struggle. 
ETF and index providers are currently not helping in 
my opinion.
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HENRY TIMMONS
Director of ETFs, Richard Bernstein Advisors

ESG hit a speed bump in 2022 first as the energy sector out-
performed. The ESG space also faced greenwashing. We’ve 
seen tighter controls over what can be an Article 9 Fund over 
in Europe. We’ve also seen fines doled out over firms not fol-
lowing their own ESG disclosures here in the US. This seems 
to be a normal maturation process.

There appears to be an association of doing good with ESG. We’ve seen some ETF 
sponsors get flack for not doing enough with ESG while at the same time, they are 
shunned for doing too much ESG. This to me is what most clearly defines ESG – it could 
mean something different to every person out there.

When there are wide ranges of desirable outcomes, it seems unfathomable to have an 
ETF out there for every possibility. I see direct indexing as one potential solution to this area. 
Another potential solution is increased standardisation around certain elements of ESG. 
Rather than attempt to address the full gamut of ESG, some are taking a more targeted 
approach. Perhaps it’s a recognition there are certain areas of ESG appearing to be more 
straightforward and measurable. This could be beneficial for all so data may not be in dispute 
or appear to be conflicting from different data providers. So, though I don’t know what will 
happen to ESG next year, I know discussion around ESG will not disappear in 2023.

TERRY MCGIVERN
Senior Research Analyst, AJ Bell

ESG has faced challenges in 2022, not least from some of 
the concessions and conversations as to what is/isn’t “ESG”, 
in light of Russia’s invasion of Ukraine. Areas the industry 
had previously agreed and understood to be non-ESG, such 
as weapons manufacturing and thermal coal production, 
were being debated and revised when national security and 
energy security were on the table. These contradictions and 

philosophical questions are ongoing and ever changing, meaning ESG continues to be a 
constantly evolving beast which may temper some potential adoption in 2023, particularly 
since performance of ESG strategies didn’t have the best year in 2022. However, there is 
still a strong regulatory tailwind for the sector, which should mean that it continues to see 
flows into 2023 and beyond.

BOB SMITH
CIO & President, Sage Advisory Services

The rise of ESG adoption will continue to be fuelled by client 
demand and their desire to be impactful through their investments. 
Many investors have begun to integrate environmental, social and 
governance (ESG) issues into their investing decisions and many are 
still contemplating how to integrate these considerations into their 
respective portfolios. Industry surveys of professional investment 
advisers, fund managers and retirement plan sponsors indicate that they are under increased 
investor scrutiny to integrate ESG risk and sustainability products across their internal corporate 
policies and portfolio strategies.

The drive for sustainability focused investment strategies is still taking precedence over more 
traditional strategies, as more institutional and retail investors adopt responsible strategies. ESG 
integration remains the most used ETF implementation strategy followed by those ETFs that offer 
a thematic or impact strategy focus. Also, concerns over greenwashing appear to be fading as 
fewer investment professionals, compared to previous years, are citing this as a barrier to entry 
for their clients particularly as regulators have stepped up their surveillance activities to prevent 
and reduce such abuses.

 Despite 2022’s market volatility and sharp declines, investors continued to allocate new capi-
tal into sustainably oriented funds. According to Morningstar data, ESG mutual funds and ETFs 
attracted about USD120 billion in new flows over the first half of 2022. Indeed, investors poured 
about USD28.5 billion into global ESG ETFs or roughly 8.5 per cent of total assets managed in 
the category at the start of the year. Although this was about a third of the flows realised for the 
same period in 2020 it was still better then the USD139 billion of net outflows seen from traditional 
broad market funds for the same period. Total assets invested in ESG funds fell about 15 per cent 
during the period to approximately USD2.5 trillion while the major global equity market indices 
were reporting 22 per cent market declines.

 Despite a sea of negative political and disparaging news headlines, US based ESG optimised, 
and sustainably focused funds recorded positive net inflows of USD459 million for the third quarter 
of 2022 which stands in sharp contrast to the wider fund and ETF market which realised USD86 
billion of net outflows for the period. Interestingly, there were 15 new sustainable funds launched 
during the third quarter, 14 of which were actively managed. The successful introduction of these 
funds provides solid evidence that ESG focused investing is still in demand, here to stay and, while 
its growth trajectory slowed in recent months, it is by no means finished as a foundational invest-
ment approach. Indeed, according to Morningstar data, with this new crop of funds, the universe 
of ESG funds and ETFs grew to 580 by the end of the third quarter of 2022. We have little doubt 
that these growth trends will continue into 2023.
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RUSTY VANNEMAN
Chief Investment Strategist, 

Orion Advisor Solutions

While digital assets will survive a 
rough year, and with some relative 
price stabilisation in the major crypto-
currencies will also likely see growth 
in institutional acceptance, it’s not 
likely to be a ‘dominating’ theme in 2023. 

BOB SMITH
CIO & President, Sage Advisory Services

Given the circumstances presented by the collapse of FTX and 
various other crypto market intermediaries in recent months 
due to poor governance, illusive transparency, zero regulatory 
controls or frameworks and the apparent lack of adequate due 
diligence by a wide range of counterparties in recent weeks, we 
believe that the aura and attraction of crypto investments has 
been greatly diminished for quite some time.

We sense that the crypto marketplace will be in complete 
disarray and financial meltdown in a variety of ways for months 
to come which will inhibit further involvement by institutional and 
retail investors in any kind of meaningful way. These circum-
stances have also eroded the crypto market’s key attraction 
which featured no regulatory intervention or government over-
sight of any kind to track market transactions, personal wealth 
holdings or financial relationships between parties. These 
former crypto attractions will undoubtedly usher in a range of 
new regulatory influences which will greatly diminish the flex-
ibility and depth of the crypto markets as a monetary alternative 
to established sovereign currencies, precious metals, and 
other traditional physical mediums of exchange. As a result, 
we expect investor interest in this marketplace to decline for 
some time and would not expect much to happen within the 
ETF market regarding crypto assets.

ANDREW LIMBERIS
Investment manager, Omba

The challenging macro-economic envi-
ronment, especially tight(ening) financial 
conditions, will in particular remain 
a drag on crypto and digital assets. 
These tight conditions will however 
eventually abate and along with con-

tinued maturing of the broader ecosystem, will provide a stronger 
base for a more orderly and reasoned longer-term adoption of 
parts of the digital asset ecosystem that serve a clear purpose.

CONRADO LA ROCHE
Head of Fund Selection & Research, DPM Finanzas

The infrastructure build in blockchain will continue but the spec-
ulation (retail driven) will be muted until the crypto winter ends. 
We shall expect more products (ETFs, ETNs) to be launched 
next year.

HENRY TIMMONS
Director of ETFs, Richard Bernstein Advisors

I’m not sure crypto was a dominating trend in 2022, though 
there were certainly events that captured the headlines, with 
commercials and celebrities aiming for the moon and some 
exchanges crashing down.

If we think about the internet, there were plenty of dot com 
busts over two decades ago, but the power of the internet ena-
bled us to make it through the COVID pandemic in ways that 
would have been inconceivable just a decade earlier.

In a similar manner, I anticipate the technology behind crypto 
will continue to grow and mature, and there could be use cases 
more prevalent in years to come. Will there be successful cryp-
tos? Likely – but remember, though Amazon became a success 
story the same can’t be said for Pets.com. There will be grave-
yards littered with cryptos.

IRENE BAUER
CIO & Founder, Twenty20 Investments

I think digital assets will have a comeback, given that 
smart contracts and DeFi are underlying many new ven-
tures. I am less sure about cryptocurrencies, as it seems 
there will be more regulatory oversight which can only be 
a good thing.

CHRISTIAN GROLL
Chief Investment Officer, 

Scalable Capital

In 2022, cryptocurrencies have 
collapsed, not only as an asset 
class but also as an ecosystem. 
With major players going bust and fraudulent behaviour in 
the crypto industry, demand will decrease and rebuilding 
trust might take longer than a year. Only improvements in 
transparency and regulation or new emerging use cases 
of blockchain applications could revitalise the sector again.

BEN SEAGER-SCOTT
Head of Multi-Asset Funds, Evelyn Partners

😂 😂 😂

GRANT ENGELBART
Senior Portfolio Manager, 

Brinker Capital Investments

It will continue to be a big 
topic amongst the media, but 
I don’t think it will be a big 
topic in the ETF market unless 

we get a spot bitcoin ETF approved. Many people have 
been burned in the space and it will take time to heal.
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Looking ahead

Innovation that takes advantage of 
market nuances will continue to result in 
a broadening of fund offerings – for 
example by using derivatives to 
outperform, utilising double tax 
agreements and creating custom and 
more targeted index methodologies.
Andrew Limberis, Omba
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BOB SMITH
CIO & President, Sage Advisory Services

Since the 2019 SEC rule change allowing for mutual fund con-
versions to ETFs without individual fund approval, the market 
has seen a growing stream of interest from well-established 
mutual fund companies to consider converting some or all their 
established traditional mutual funds to ETFs.

The reasons for this are:
• The mutual fund manager gets to transfer the fund’s assets 

to the new ETF thus creating significant size and scale and 
it is allowed to use the fund’s historical performance track 
record for the new ETF, which presents a distinct marketing 
advantage for the new ETF.

• Many mutual funds are designed to minimise investors’ tax 
burden however an ETF structure makes that process easier 
for the asset managers to do.

• ETFs typically don’t charge 12-b1 fees to cover allowable mar-
keting and distributions costs like mutual funds and therefore 
may provide ETF investors with lower investment fees.

• ETFs also tend to have fewer trading transactions compared 
to mutual funds leading to lower transaction costs, because 
trades aren’t triggered by asset inflows and outflows in ETFs 
as they are in mutual funds.

• ETFs really enhance the distribution model for an asset manager.
So far, actively managed stock and bond funds have been 
where most fund conversions have occurred and will likely con-
tinue because of investor preferences for lower fees, greater 
tax efficiency and the intra-day trading liquidity that ETFs can 
provide. Thus far this activity has been driven by the larger US 
fund management groups like Dimensional Fund Advisors, JP 
Morgan Asset Management and, more recently, Fidelity. We 
have little doubt that these firms have paved the way for other 
mutual fund providers to follow both here in the US and in over-
seas markets where there is conducive regulation to support the 
process and benefit investors.

IRENE BAUER
CIO & Founder, Twenty20 Investments

My stance is, why would it not continue. ETFs have a better 
tax treatment for retail and are just easier to trade for most 
investors. The biggest competitor to ETFs will probably be 
direct indexing and not mutual funds. 

TERRY MCGIVERN
Senior Research Analyst, AJ Bell

I think it will likely continue, primarily due to the tax 
advantages and general improvements that the wrapper 
represents versus standard open end mutual funds in the 
US. The innovation in investment themes and strategies is 
generally being expressed by issuers using the ETF wrapper, 
so I’d expect existing mutual fund issuers to try and seize 
any advantages they can to remain competitive, meaning 
more conversions. However, some may be thinking that 
there is another alternative solution, that gives them the best 
of both worlds and avoids them cannibalising their exist-
ing mutual fund investor base. The ‘ETF as a share class’ 
patent, held by Vanguard, is set to expire in May 2023 and, 
after that, issuers will no longer need Vanguard’s permis-
sion to launch this structure, only requiring approval from the 
SEC. As such, we may start to see mutual funds adopting 
this model to try and hold onto their existing investor base 
whilst also gaining the advantages of the ETF structure.

CONRADO LA ROCHE
Head of Fund Selection & Research, DPM Finanzas

Yes with no-load funds, the track record of conversion with 
incentive funds has not been good. In Europe we see a lot 
of potential for growth but not sure if it will materialise in the 
short term due to its rebates-based distribution.

HENRY TIMMONS
Director of ETFs, Richard Bernstein Advisors

I anticipate continued conversions. The ETF is a much more 
efficient wrapper than the mutual fund. In 2021, Senate 
Finance Committee Chairman Ron Wyden wrote a bill 
attempting to ‘fix’ ETFs, as he felt they had an unfair tax 
break. The fact that conversions are occurring suggests 
ETFs shall remain more efficient than mutual funds. 

CHRISTIAN GROLL
Chief Investment Officer, Scalable Capital

I expect this to continue and at the same time I also expect 
a similar trend for European markets as well. The increas-
ing transparency standards for investment products under 
MiFID II regulations mean that investors are going to be even 
more focused on costs than ever before. This will result in 
increasing popularity of ETFs as a low-cost alternative to 
traditional funds.

RUSTY VANNEMAN
Chief Investment Strategist, Orion Advisor Solutions

Absolutely. This trend will likely accelerate given that many 
mutual funds will have sizable capital gain distributions to 
taxable investors in a year where the funds already had large 
pre-tax losses. 

GRANT ENGELBART
Senior Portfolio Manager, Brinker Capital Investments

Absolutely. You have huge firms (JP Morgan, Franklin 
Templeton, Capital Group) committing to the ETF struc-
ture. No doubt more conversions will occur where it makes 
sense. Share class and retirement issues do need to be 
solved for ETFs, however.
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ANDREW LIMBERIS
Investment manager, Omba

The breadth of coverage by the ETF industry is rela-
tively good although it does vary by region. The depth 
and maturity of capital markets and large investor base 
certainly continues to put the US at an advantage over 
Europe. There is still a lot of scope for innovation with the 
more obvious examples being in thematics, sustainability 
and active management (transparent or not). Innovation 
that takes advantage of market nuances will continue 
to result in a broadening of fund offerings – for exam-
ple by using derivatives to outperform, utilising double 
tax agreements and creating custom and more targeted 
index methodologies.

HENRY TIMMONS
Director of ETFs, Richard Bernstein Advisors

I have two preferences in selecting ETFs: USD100 mil-
lion AUM and one year since inception. I had less than 
400 ETFs to consider when we launched our multi-asset 
class mutual fund Eaton Vance Richard Bernstein All 
Asset Strategy Fund (EARAX) in 2011. I now have 1400 
(I recognise there are almost 3k US ETPs). There con-
tinues to be growth in fund offerings which helps me in 
trying to find the right tool for the exposures I’m seeking. 
I welcome more and more offerings each year!

TERRY MCGIVERN
Senior Research Analyst, AJ Bell

We feel well served by the ETF industry in terms of the 
breadth of strategies available to us, which means we 
can generally express our investment views more fully in 
our portfolios. However, the increased trend of provid-
ers using custom indexes and making constant tweaks 
to more established benchmarks, to help with differen-
tiation or to introduce new criteria such as ESG, can 
make it challenging to compare products on a like for like 
basis and thus increasing the due diligence overhead. 
Finally, I think there are some areas, such as alternatives, 
particularly in the passive space, that are a little lack-
ing in provision. Whilst real assets and alternatives may 
not have been a priority area for allocators in a world of 
low and stable inflation, with inflation now firmly on the 
docket, more and better alternative options are required. 
Unfortunately, there aren’t many good options outside of 
commodity ETPs and property and infrastructure in the 
passive ETF space.
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BOB SMITH
CIO & President, Sage Advisory Services

Yes. I believe we have been and continue to be well served by 
the innovation and creativity that is evident daily throughout the 
ETF markets. Investors continue to benefit greatly from its inher-
ent market competition and those dynamic forces have served 
to create meaningful cost efficiencies and risk management 
flexibilities unlike any other co-mingled or collective investment 
methodology to date. The range of choice and depth of liquidity 
for much of the ETF market remains one of its greatest attrac-
tions that seems to strengthen with every market adversity and 
new investor need.

When looked at in a broader context of all investment assets 
it is interesting to note, according to BlackRock research, that 
as of October ETFs still only represented 12 per cent of equity 
assets in the US, 6.8 per cent in Europe, and 3.8 per cent in 
Asia-Pacific. Moreover, the market share was even smaller in 
fixed income, where ETFs accounted for 2.3 per cent of fixed 
income assets in the US, 1.5 per cent in Europe, and only 0.2 
per cent in Asia-Pacific.

We believe the future remains very positive for the ETF market 
and we expect it to continue its impressive historical growth 
rate as more and more investors, both private and institutional, 
continue to be attracted to its versatility and risk management 
strengths.

BEN SEAGER-SCOTT
Head of Multi-Asset Funds, 

Evelyn Partners

I think I have a good, broad range 
of ETFs generally. I do think there 
is probably still not quite enough 
in the fixed income space, 
especially in terms of duration bucket options, whilst we 
probably have a few too many options in the equity ‘factor’ 
space now.

CHRISTIAN GROLL
Chief Investment Officer, Scalable 

Capital

As an open platform we offer 
exposure to all sorts of ETF pro-
viders and are in general satisfied 
with the growing offering. In our 

wealth management we can even rely on products that are 
set up in a very specific and smart structure so that clients 
can benefit from tax efficiencies or distortions in market 
structures. Besides that, the European market still has some 
catch-up to do in terms of even lower fees compared to US 
markets.

CONRADO LA ROCHE
Head of Fund Selection & 

Research, DPM Finanzas

In Europe we see a lack of 
thematic ETFs (Hedge Fund 
Strategies, Volatility, Niche 
Sectors…) and active strat-
egies so currently the market is somehow underserved 
compared to the US.

GRANT ENGELBART
Senior Portfolio Manager, Brinker 

Capital Investments

It continues to evolve of course, 
but more passive tools and more 
active strategies are always wel-
comed. State specific muni ETFs, 
more alternative offerings, sector-specific active strategies, 
etc, could all be good for the space.

IRENE BAUER
CIO & Founder, Twenty20 

Investments

In the main, yes. Often it is more 
a liquidity issue why a certain ETF 
might not be launched yet and 
we all have to accept that. After 

all the liquidity is one of the selling points of ETFs and should 
not be given up easily.

In general, I would prefer more information on ETFs on 
providers’ websites. Some are quite good at that, some not 
so much. 

RUSTY VANNEMAN
Chief Investment Strategist, Orion 
Advisor Solutions
Yes, I do. Despite the various 
economic and market obstacles 
this past year, ETFs proved their 
resiliency yet again. When investor 
sentiment improves and risk appetites return, coupled with 
the secular trend of mutual fund assets moving toward ETFs 
accelerating due to mutual funds struggling in 2022 capital 
gain distributions), the future remains bright. 
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