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Equity ETF inflows grind to a halt

Half way through 2016, net inflows into global equity ETFs are tracking for the worst annual inflow
in almost fifteen years as market jitters and increased volatility see the asset class experience the
worst two consecutive quarterly outflows seen in over five years.

— Gilobal equity ETFs record first quarterly outflow since January 2010

— American and European equity ETFs lose over $9.2bn of funds in first two quarters of 2016

— Investors drawn to minimum volatility funds which gather $8bn in first half of 2016

Drought of inflows for equity ETFs
Global inflows into equity exposed ETF
products are currently on track for smallest
net annual inflow in over fifteen years after
posting the first quarterly outflow seen in five
years in the second quarter of 2016.

Global equity ETF inflows: quarterly
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While still early into the third quarter of 2016,
inflows into equity ETFs have moved into
positive territory but ETF AUM growth has
stalled in the past three years with continued
stagnation in overall flows, driven by volatile
markets and weary investors.

All regions witness volatile inflows

Net inflows have stalled dramatically across
all three major listing geographies globally.
EMEA, the Americas and Apac have all seen
a so far negligible recovery in inflows during
July after consecutive quarters where
average inflows have been significantly
higher in previous years.
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EMEA and American based equity ETFs on
aggregate have seen year to date outflows
with strong Apac inflows recorded in the first
quarter of the year, close to $20bn.
However, in the second quarter Apac flows
reversed, with more than $5bn of outflows
recorded. This outflow is largely responsible
for the net global outflow reported in the
quarter.

Global ETF flows
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On net basis year to date, global equity fund
inflows are still positive at $9.1bn. For context,
global equity ETFs have only been able to
attract funds representing 0.7% of current
AUM (currently near $1.26 trillion.)

The top ten funds by flows, which represent
almost a third of AUM highlight funds which
have attracted investors and likewise which
funds have become unfavourable.

compiled by markit



Markit Equities Commentary

markit

Wiuw  fow e Blow  Change
Fund Neme Tichat  AUM #1209 Ouiflow - Ouflom Outfow  Ouflow = AW
THoats NMTD 1 Year Yo Yio

Two of the largest funds globally are featured,
the SPDR S&P 500 (SPY) and the Vanguard
S&P 500 ETF (VOO), both track the S&P 500
and have seen inflows of $4.6bn and outflows
of $9.7bn respectively.

These contrasting flows for two different
products tracking the same underlying assets
could be attributed to the continued
competition in ETF fees, with the almost
80% cheaper management fee currently
charged by VOO explaining the direction of
flows.

Most noticeably, funds able to attract
significant inflows have been minimum
volatility funds with the iShares MSCI USA
Minimum Volatility ETF gathering a sizeable
$6.3bn in the first half of 2016.

The top ten minimum-volatility themed ETFs
globally, have managed to attract almost
$16bn of inflows in the first two quarters of
2016 which has seen AUM swell to almost
$45bn. Including minimum or low volatility
funds that have seen outflows, $7.9bn of
inflows were recorded in the first half of the

year, with a further inflow of $3.9bn recorded
thus far this month.
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To receive more information on Securities
Finance, Research Signals, Exchange
Traded Products, Dividend Forecasting or
our Short Squeeze model please contact us

To read this article on our commentary
website please click here.
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