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US E&Fs seeing flow divergence from active to passive

Distribution Insight

NOT-FOR-PROFIT NET FLOWS IN PASSIVE EQUITY & FIXED INCOME
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Not-for-profits shied away from Index in 2015 but have since embraced these
strategies especially from an equity stand point, with low cost being the main
reason and also boosted by underperformancein active.

Within the assets tracked in MiM, the Not-for-Profit universe is embracing passive
managementin a way notseen before. The bifurcating flows, especially between
activeand passive equity, is giving way to a seculartrend —that passive could surpass
activeif thelevel of usagein passive continues. Assuming an average growth rate
fromthelastthree years continues, the convergence couldlikely happenin the next
decadeorso.

The growing popularity in passive investing is alsosupported by industry analytics
and investorsurveys, suchas a recent NEPC survey focusing on endowments and

foundations has found that more than 60% of respondents are passively managing
between 11% and 30+% of their portfolios, a 43%increasein usagelevel from three
years ago,and 78% of respondents plan to maintain or increase their usagein the
nextyear.

As fee pressure continues to puta damperon active and even some esoteric
strategies, moreinvestors might lookto this route for solutions-based strategies.
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