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Investors still betting on oil ETFs

Collapsing oil prices and the free falling Russian market have so far not tested the patience of ETF
investors, who continued to double down on these lossmaking trades in 2014; a stark contrast to
2013’s gold slump when ETF investors rushed to the door.

— Russian ETF inflows continued to add exposure to the country in 2014, but first signs of

outflows in 2015

— OIl ETFs have seen net inflows of $1.3bn so far this year
— Investors have pulled $80bn from gold ETFs since 2012

ETF investor’s Russian affair

Russian exposed ETFs saw consistent
inflows of $1.5bn in the last five months of
2014 as the Russian market continued to
decline with sanctions, declining oil prices
and the devaluing rouble hitting the market.

Global monthly ETF flows into Russia
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However, while these inflows were occurring,
the largest Russian exposed ETF, the Market
Vectors Russian ETF, saw its price decrease
by over a third from August to December
2014.

This trend looks to be reversing somewhat in
the New Year, as Russian exposed ETFs are
on track for their first monthly outflows in six
months, as investor’s resilience and staying
power may have begun to wane.
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Chasing oil’s bottom

Oil prices have slid by 50% since mid-June
2014 and the largest Oil ETF, the United
States Oil Fund with AUM of $1.7bn, isdown
by a parallel 54% over the same time period.

ETF investors are continuing to ‘double down’
after catching knives over the past four
months while oil prices continued to decline.
Prices are currently hovering at $46 per barrel
(Brent).

Investor’s faith in an oil price recovery seems
to have increased, as fund flows into oil
exposed ETFs look set to beat December’'s
total inflows of $1.7bn, with inflows so far this
month already standing at $1.3bn.

Global monthly ETF flows into Oil
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Interestingly oil was at similar price level back
in 2009, when we also saw strong inflows into
oil ETFs after a dramatic collapse in global oil
prices.
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ETF investors could see more red in the short
term though, as news out today reveals
record oil imports for China hitting highs of
7m barrels per day. These have been cited
as being destined for strategic and
commercial reserves.

Turning against gold

Gold has not been so precious in the eyes of
ETF investors, as ETFs exposed to the
metal’s price movements have continued to
see sustained outflows over the last two
years.

Global monthly ETF flows into Gold
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The last two years has seen only four months
of net inflows. This comes as the commodity
declined from 2011 highs of ~$1800,
stabilising at $1259 currently.

The end of quantitative easing in the US and
an expectation of strengthening dollar and
weaker global demand has seen the precious
metal fall out of favour with investors.

The largest gold ETF, the SPDR Gold shares
ETF has $28bn AUM which represents 44%
of total AUM exposed to the metal. This AUM
figure has fallen by over 60% from the $72bn
it managed at start of January 2013.
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