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Q1 2019 Alpha/Beta Allocator:
Equities
Why pay more for less?
The industry

Q1 2019 TOTAL INDUSTRY AUM

AUM & flows

€6.8tn
€1.9tn

€8.7
tn
Passive

Active

Q1 2019 TOTAL FLOWS

€1.9bn

€35.8
bn

“Passive is now the
default choice - EMs
remain an outpost
for active. Perhaps
they shouldn’t.”

€33.9bn

Q1 2019 EQUITY FLOWS

(€19.3bn)

- €13.1
bn

Marlène Hassine Konqui,
Head of ETF Research

€6.2bn

Q1 2019 EMERGING MARKETS EQUITY FLOWS

(€0.5bn)

€5.9bn

€5.4
bn

The active managers

Performance vs. benchmarks

In Q1, the emerging markets were fertile grounds for active managers…
Miss

Hit

COUNTRY/AREA
Q1 2019 I OVER 10 YEARS

WORLD
27% I 31%

EMERGING
47% I 37%

US
27% I 25%

JAPAN
30% I 34%

EUROPE
43% I 39%

...but a poor year last year shows how difficult it is to sustain this kind
of performance

Q1 2019

Q4 2018

2018

2017

10 year*

Hit: when YTD results are >50% or >10yr figure
Miss: when YTD results are <33% or <10yr figure

UK All Caps

Europe Large Caps

Emerging Markets Large Caps

US Large Caps

48%
30%
16%
30%
36%

39%
25%
29%
49%
41%

China Large Caps

47
47%
21%
42%
37%

27%
46%
20%
33%
25%

World Large Caps

34
38%
38%
24%
43%

%

%

27%
45%
19%
55%
31%

*Yearly average over the last 10Y

The costs

How active & passive compare

0.98%

Active
ETF

0.26%

The typical active equity fund is c.4x
more expensive than the typical ETF –
why pay more for less?

Source: Lyxor International Asset Management. Data as at 24/04/2019

Why Lyxor for emerging market equities?

Targeted

Liquid

Innovative

Dependable

The oldest and
largest Russia, India
and Eastern Europe
ETFs in the market*

Over 12 years’
track record*

From broad,
regional and
single country
equities, to sovereign debt

Some of the oldest,
largest and most
widely traded Emerging
Markets ETFs available

Source: Lyxor International Asset Management. Data as at 24/04/2019. *Data as at 31/03/2019.
Past performance is no guide to future returns.

*Source: Morningstar and Bloomberg data from 31/12/2008
to 29/03/2019. 50% and 33% represent the best and worst
results after we divided the universe we cover into 3 subgroups. Between those limits, “hits” and “misses” are set
comparing the current quarter’s result vs. the long-term
averages. Past performance is no guide to future returns.
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Conflicts of interest
This research contains the views, opinions and
recommendations of Lyxor International Asset Management
(“LIAM”) Cross Asset and ETF research analysts and/or
strategists. To the extent that this research contains trade
ideas based on macro views of economic market conditions
or relative value, it may differ from the fundamental Cross Asset
and ETF Research opinions and recommendations contained
in Cross Asset and ETF Research sector or company research
reports and from the views and opinions of other departments
of LIAM and its affiliates. Lyxor Cross Asset and ETF research
analysts and/or strategists routinely consult with LIAM sales
and portfolio management personnel regarding market
information including, but not limited to, pricing, spread levels

and trading activity of ETFs tracking equity, fixed income and
commodity indices. Trading desks may trade, or have traded,
as principal on the basis of the research analyst(s) views and
reports. Lyxor has mandatory research policies and procedures
that are reasonably designed to (i) ensure that purported facts
in research reports are based on reliable information and (ii) to
prevent improper selective or tiered dissemination of research
reports. In addition, research analysts receive compensation
based, in part, on the quality and accuracy of their analysis,
client feedback, competitive factors and LIAM’s total revenues
including revenues from management fees and investment
advisory fees and distribution fees.

Knowing your risk
It is important for potential investors to evaluate the general
risks described below and in the fund prospectus on our
website www.lyxoretf.com
Capital at risk
ETFs are tracking instruments: Their risk profile is similar
to a direct investment in the Underlying index. Investors’
capital is fully at risk and investors may not get back the
amount originally invested.
Replication risk
The fund objectives might not be reached due to
unexpected events on the underlying markets which
will impact the index calculation and the efficient fund
replication.
Counterparty risk
With synthetic ETFs, investors are exposed to risks
resulting from the use of an OTC swap with Société
Générale. In-line with UCITS guidelines, the exposure to
Société Générale cannot exceed 10% of the total fund
assets. Physically replicated ETFs may have counterparty
risk if they use a securities lending programme.
Concentration risk
Smart Beta ETFs select stocks or bonds for their portfolio
from the original benchmark index. Where selection rules
are extensive, it can lead to a more concentrated portfolio
where risk is spread over fewer stocks than the original
benchmark.

Underlying risk
The Underlying index of a Lyxor ETF may be complex and
volatile. For example, when investing in commodities, the
Underlying index is calculated with reference to commodity
futures contracts exposing the investor to a liquidity risk
linked to costs such as cost of carry and transportation.
ETFs exposed to Emerging Markets carry a greater risk
of potential loss than investment in Developed Markets
as they are exposed to a wide range of unpredictable
Emerging Market risks.
Currency risk
ETFs may be exposed to currency risk if the ETF is
denominated in a currency different to that of the
Underlying index they are tracking. This means that
exchange rate fluctuations could have a negative or
positive effect on returns.
Liquidity risk
Liquidity is provided by registered market-makers on
the respective stock exchange where the ETF is listed,
including Société Générale. On exchange, liquidity may
be limited as a result of a suspension in the underlying
market represented by the Underlying index tracked by
the ETF; a failure in the systems of one of the relevant
stock exchanges, or other market-maker systems; or an
abnormal trading situation or event.

Important information
This document is for the exclusive use of investors acting
on their own account and categorised either as “Eligible
Counterparties” or “Professional Clients” within the meaning of
Markets in Financial Instruments Directive 2014/65/EU. These
products comply with the UCITS Directive (2009/65/EC).
Société Générale and Lyxor International Asset Management
(LIAM) recommend that investors read carefully the “investment
risks” section of the product’s documentation (prospectus and
KIID). The prospectus and KIID are available free of charge on
www.lyxoretf.com, and upon request to
client-services-etf@lyxor.com.
Except for the United-Kingdom, where this communication
is issued in the UK by Lyxor Asset Management UK LLP,
which is authorized and regulated by the Financial Conduct
Authority in the UK under Registration Number 435658,
this communication is issued by Lyxor International Asset
Management (LIAM), a French management company
authorized by the Autorité des marchés financiers and placed
under the regulations of the UCITS (2014/91/EU) and AIFM
(2011/61/EU) Directives. Société Générale is a French credit
institution (bank) authorised by the Autorité de contrôle
prudentiel et de résolution (the French Prudential Control
Authority).

Prior to investing in the product, investors should seek
independent financial, tax, accounting and legal advice. It is
each investor’s responsibility to ascertain that it is authorised
to subscribe, or invest into this product. This document is of a
commercial nature and not of a regulatory nature. This material
is of a commercial nature and not a regulatory nature. This
document does not constitute an offer, or an invitation to make
an offer, from Société Générale, Lyxor Asset Management
(together with its affiliates, Lyxor AM) or any of their respective
subsidiaries to purchase or sell the product referred to herein.
Research disclaimer
Lyxor International Asset Management (“LIAM”) or its
employees may have or maintain business relationships
with companies covered in its research reports. As a result,
investors should be aware that LIAM and its employees may
have a conflict of interest that could affect the objectivity
of this report. Investors should consider this report as only
a single factor in making their investment decision. Please
see appendix at the end of this report for the analyst(s)
certification(s), important disclosures and disclaimers.
Alternatively, visit our global research disclosure website
www.lyxoretf.com/compliance.

The products mentioned are the object of market-making
contracts, the purpose of which is to ensure the liquidity of the
products on the London Stock Exchange, assuming normal
market conditions and normally functioning computer systems.
Units of a specific UCITS ETF managed by an asset manager
and purchased on the secondary market cannot usually be
sold directly back to the asset manager itself. Investors must
buy and sell units on a secondary market with the assistance
of an intermediary (e.g. a stockbroker) and may incur fees
for doing so. In addition, investors may pay more than the
current net asset value when buying units and may receive less
than the current net asset value when selling them. Updated
composition of the product’s investment portfolio is available
on www.lyxoretf.com. In addition, the indicative net asset
value is published on the Reuters and Bloomberg pages of the
product, and might also be mentioned on the websites of the
stock exchanges where the product is listed.

Contact us
www.lyxoretf.com
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This document is for the exclusive use of investors acting on their own account and categorised either as “eligible
counterparties” or “professional clients” within the meaning of markets in financial instruments directive 2004/39/ce.

