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Evidence shows that for most investors that is a bet not worth making. A recent example of many investors ge�ng it wrong 

can be seen in the US mutual fund and ETF industry. The largest switch between US equi�es and interna�onal equi�es in the 

last five years occurred during April 2015, where $25bn was disinvested from US equi�es and nearly $50bn invested into 

interna�onal equi�es. A bet that interna�onal equi�es would beat US equi�es.  And what has performance been since then?

� US equi�es up 24%, Interna�onal equi�es up 10% to end September 2017

Be warned, the odds are against you ge�ng it right.

However, that's with the benefit of hindsight. Looking forward is much harder. As Ray Dalio, manager of the largest hedge 

fund in the world, puts it, with market �ming you have to bet against the market consensus view and be right.

US Asset Flows dominated by the two providers

US: Morningstar reported net flows (mutual funds and ETFs) for the year ending August were $490bn.

Passive +$695bn and Ac�ve $205bn. Vanguard and BlackRock generated flows greater than the total industry (i.e. the aggregate of 

all other providers flow were nega�ve).

Europe: Morningstar report states that ‘the structural shi� from ac�ve to passive con�nues in 2017 albeit not at the pace of 2016’.

Passive equity funds (openended funds and ETFs) grew organically by 10.5% this year compared with 1.3% growth for ac�vely 

managed funds.

Source: Morningstar, FTSE Indices, Barclays Global Aggregate Indices

Don't try �me markets

As you know we don’t try to �me markets (moving from one asset class to another based on models or forecasts). We rather 

follow a strategic asset alloca�on methodology with each of our por�olios designed for a specific client riskprofile. 

Effec�vely we ‘buy and hold’ a por�olio for a client based on their �me horizon, investment objec�ves and risk constraints. 

We then rebalance when  following market movements  the asset alloca�on breaches our strategic ranges.

Does that sound too simplis�c?

Given the vastly differing returns from the asset classes in the the table above, shouldn't we have been more dynamic with 

our asset alloca�on?:
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inves�ng in emerging market equi�es from 2000 un�l 2007, then

switching into cash or bonds from 20072009 to miss the global financial crisis, then

switching into US large cap equi�es  especially the gigan�c IT stocks like Apple, Google, Amazon and Facebook  from 

2009 un�l mid 2016, and finally

switching to emerging market equi�es for the last year.

Global Indices Return (%) in $

As of Date: 2017/09/30 Data Point: Return

1M 3M YTD 1Y 3Y 5Y 10Y 15Y

Developed Equi�es

Emerging Equi�es

USA Equi�es

Global Real Estate

Global Bonds

0.5 1.9 1.96.7 0.2 6.9 2.9 -
0.9 1.8 1.86.3 1.3 1.3 3.3 4.4

2.1 4.5 4.514.6 18.8 10.7 7.5 10.2

2.3 4.9 4.916.5 18.6 7.8 4.3 9.2

1.1 7.8 7.823.5 20.0 4.4 1.5 12.7
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1 year US fund flows to end July 2017: $1trn move from ac�ve to passive

Contact us about our global ETF-based por�olios

This chart indicates how the net flow of funds in the US is out of highfee funds into lowfee funds.

We also have more specialised model por�olios (currency hedges, ESG/Shariah compliant, target dura�on etc.).

We believe we add significant value to you, the adviser.
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We evaluate the thousands of ETFs available and select ones we believe are most appropriate for each asset class or 

subasset class.

We then package riskprofiled solu�ons using these ETFs.

You can now rest assured that your clients are in por�olios that match their risk profile, are well diversified, have low

cost and typically beat the vast majority of comparable ac�vely managed funds.

We can cobrand client statements and the client portal with your brand.

You can access our por�olios on taxefficient pla�orms (Old Mutual Interna�onal and Glacier Interna�onal) using the 

custodian op�on. We are approved discre�onary investment managers and use Saxo Bank as our custodian.

ETF por�olios are a�rac�ve

We, at Stylo, are ETF (exchange traded funds) managers. We build global por�olios using ETFs as the investment building 

blocks. The ETFs we use are transparent, liquid and lowcost funds provided by some of the largest and most successful 

indextracking managers in the world, like Vanguard and BlackRock (iShares).

We have a�ached Morningstar Snapshot Reports of our three main riskprofiled model por�olios:

�
�
�

Global High Equity  targe�ng 75% equity exposure

Global Balanced  targe�ng 50% equity exposure

Global Low Equity  targe�ng 25% equity exposure

These model por�olios would have beaten more than 85% of their peer group, a�er accoun�ng for costs, since incep�on (Jan 2015).

Source: Morningstar Inc, Stylo Investments; considering the returns of the top performing 1,000 funds with a comparable asset alloca�on to the Stylo model 
por�olio and domiciled in Europe.
Past investment returns are not necessarily indica�ve of future returns.
Please read disclosure regarding investment returns here
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