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Vonnie Quinn: We’re at BNY Mellon’s annual ETF Symposium. This year, we’re at Dana Point,
California, and we are taking a laser look at global ETFs and that marketplace, which is really
booming. ETFs have been around since the early 90s, Joe, and I should mention that we’re
speaking with Joe Keenan, Head of Global Exchange Traded Fund Services at BNY Mellon, but
they’ve really been embraced in the last few years. Where is the money coming from that’s
going into ETFs now? Where is it coming out of?
Joe Keenan: Well, it’s actually in the retail space. It’s primarily new money. So even over the
last five or six years when we’ve had very challenging markets, almost every month, net inflows
have been positive into the ETF space. So, I think you’ve got millennial investors and others
who are absolutely embracing the product.
Vonnie: So, it’s not coming out of mutual funds?
Joe: No. There’s been a view that ETFs would cannibalize existing mutual fund assets, but, of
course, that’s a very mature industry and lots of assets have been there.
Kathleen Hayes: So, Joe, what is attracting people? Again, is it because they have this sense,
that you say, you can trade if you want during the day, you can buy and sell? It seems to me a
lot of the regular people get the sense it puts me more on a footing with people whose money is
run by professionals or have the kind of money that they can do that. And maybe they do buy
and hold, but they have that option.
Joe: Well, they do have the option, and I would say when you take a look at the industry
broadly, I’d break up the investor classes into three groups. I think you have the do-it-yourself
investors. You know the traditional discount broker investors who might buy as little as one
share.
Then you have, of course, the large institutions who are also driving asset growth. Big pension
funds are using these products, both for short-term cash equitization, as well as longer term,
within say core satellite strategies and to diversify these big institutional portfolios.

In the middle, and many of the attendees at the conference are fee-based planners. What we
call RIAs. And they have really built a practice around using ETFs to manage portfolios.
Kathleen: That was a big deal in the evolution of ETFs, right? Twenty years ago, the people who
were on Wall Street, a lot of them now have become wealth managers or RIAs, as you say, who
started figuring out how to use ETFs as a key part of their portfolios for their clients.
Joe: Yes, it’s absolutely the case. In fact, many of the attendees here have built significant
practices using what we would call managed account programs, where they will do research to
decide which ETFs to buy or which even to short within portfolios to give their clients very
specific exposure. And again, these ETFs are excellent tools to build these portfolios.
Vonnie: So, what you’re saying is the smart money, as well as the dumb money is going into
ETFs.
Joe: Yes.
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