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emphasis on the actual user experience. There are no assumptions in Cl’s work — we use live
accounts at the firms we track to benchmark their effectiveness and give our clients unparalleled
competitive intelligence.

Corporate Insight is continuously tracking and identifying best practices in online asset
management, banking and investing, insurance, annuities, mobile finance, active trading
platforms, social media and other emerging areas. In the process, we have helped our clients
across financial services stay on top of industry trends and improve their competitive position.

PRESS COVERAGE
WALL STREET JOURNAL FT

REUTERS

The New Nork Times e [nvestmentNews VentureBeat

FORTUNE  MarketWWatch PLANSPONSOR

CONNECT WITH CI

Fred LaPolla
Analyst

Advisor Monitor and Mutual Fund Monitor
646-751-6964
| flapolla@corporateinsight.com

S AR~ N X3 JONCN



http://www.corporateinsight.com/
mailto:flapolla@corporateinsight.com
http://online.wsj.com/article/SB10001424127887323477604578654101591319918.html?KEYWORDS=corporate+insight
http://www.nytimes.com/2013/01/19/your-money/finding-investment-advice-for-more-modest-retirement-accounts.html?_r=2&
http://www.ft.com/intl/cms/s/0/009da0b6-5d1e-11e3-a558-00144feabdc0.html?siteedition=intl#axzz2mzFz1WPi
http://www.reuters.com/article/2013/09/19/us-column-miller-fiduciary-idUSBRE98I07V20130919?feedType=RSS&feedName=PersonalFinance
http://www.investmentnews.com/article/20130722/BLOG02/130729990?utm_source=indaily-20130723&utm_medium=in-newsletter&utm_campaign=investmentnews&utm_term=text
http://venturebeat.com/2013/08/02/cant-afford-college-tuition-these-startups-can-help/#5JIJh7VDTKErP5uk.99
http://www.marketwatch.com/story/get-retirement-investing-advicefor-less-2013-02-01
http://plansponsor.com/Mobile_App_Best_Practices_for_Plan_Providers.aspx
http://money.cnn.com/2013/02/28/investing/retail-investors-websites.pr.fortune/
http://www.ignites.com/c/568891/63881/firms_open_websites_lure_advisors_study?referrer_module=emailMorningNews&module_order=1&code=YW0xaloyOTJaWEp1UUdOdmNuQnZjbUYwWldsdWMybG5hSFF1WTI5dExDQXpNVFV3TXpRc0lERTNNemc0TmpFME9UQT0
https://www.facebook.com/CorporateInsight
https://www.facebook.com/CorporateInsight
http://www.corporateinsight.com/blog.html
http://www.corporateinsight.com/blog.html
http://www.corporateinsight.com/googleplus.html
http://www.corporateinsight.com/googleplus.html
http://www.linkedin.com/company/corporate-insight
http://www.linkedin.com/company/corporate-insight
https://twitter.com/CInsight/
https://twitter.com/CInsight/
http://www.youtube.com/user/CorporateInsight
http://www.youtube.com/user/CorporateInsight
http://www.slideshare.net/CorporateInsight
http://www.slideshare.net/CorporateInsight
http://www.slideshare.net/CorporateInsight
http://www.slideshare.net/CorporateInsight
https://www.scribd.com/Corporate_Insight
https://www.scribd.com/Corporate_Insight
https://www.scribd.com/Corporate_Insight
https://www.scribd.com/Corporate_Insight

Inside...

] d oo [8To1 o] o FNRR PP PPPPPPPPPPPPPPPPPPR
AV T<Yd a T (o] o =4V SO PPSRRR
CaSe StUAIES ..oii i
American Funds: Actively ACtiVE ......coeevieiiiieeiieecee e,
MFES: Promoting Active EXPEri€NCEe ....ccvuiiiiiiiiiiie et e
Vanguard: Aggressive AbOuUt PasSiVe.......ccoeevvveeiiiiiieeieiie e
Three Recommendations for All Asset Managers......cccceeeevvveeevevneeennnnn.
(@] Yol (8o [T o T I o Te TUT=d o} £SO PPRTRPIIN
CORPORATE INSIGHT THOUGHT LEADERSHIP ceevveeieieiiiiiiiiieeeeeeeeeeessssiiinveeeeeeeas

ABOUT THE AUTHOR .tttuitiiiiieteetie et et senseseesns et et sesnsesnsssnsennneenssennsenns



Introduction

The issue of active versus passive management is a perennial debate for asset managers and
investors. The recent growth of interest in indexed strategies highlights that investors are more
concerned than ever about keeping costs low, and thus, many are turning to index funds to avoid
management fees. Bloomberg reported earlier this year that index funds experienced a record
$115 billion inflow last year, compared to inflows of $38.3 billion for actively managed funds.

While the efficient-market debate is unlikely to be settled any time soon, we here at Corporate
Insight are interested in how asset managers promote their different services. This white paper
offers a case study of how three firms — American Funds, MFS and Vanguard — promote their
services in active and passive spheres, paying special attention to thought leadership offered by
each firm online.

Methodology

In writing this white paper, we examined the 18 asset manager websites in the Corporate Insight
coverage group, constructing a benchmark and comparing the different firms for their strengths
and weaknesses. Three firms stood out for providing exceptional discussion of the topic of active
and passive management. We focused on thought leadership provided, examining where on these
sites firms post content as well as the key sections of analysis in commentary articles. While the
three firms discussed in this report offer a good window into marketing efforts of active and
passive strategies, other asset managers not included in the report may also offer good marketing
of these investment techniques.


http://www.bloomberg.com/news/2014-01-30/index-funds-hit-record-year-as-u-s-savers-prefer-passive.html

Case Studies
American Funds: Actively Active

American Funds has long been a leader in active management. In response to several years of recent
outflows, the firm has increased its promotion of an actively managed strategy. In recent months, the firm
has stepped up its production of commentaries that explain the benefits of actively managed funds. These
resources are given high level promotion on the site, with links to recent materials hosted on the advisor
homepage. The materials attempt to sway advisors to the benefits of the firm’s active strategy.

One piece, Active Management Still Makes Sense for Many Investors, was released in January and offers
insights from American Funds Portfolio Manager Jim Rothenberg on why investors should stick with an
active strategy. The video argues that active funds managed by a strong team will outperform markets
enough to provide significant gains over a 20-year period. More than the actual content of the video, the
firm highlights the insights of an elder manager with 43 years of experience in a direct appeal to advisors to
consider staying with an active strategy.

American Funds also has overhauled its “About Us” information in recent years, providing an interactive
American Funds Advantage section that walks advisors through promotional information about the firm.
The section offers in-depth explanations about the firm’s portfolio management process and how the

organization creates and rewards management teams with a focus on long-term returns. The American
Funds Advantage section pays special attention to the performance of the firm’s funds relative to Lipper
averages and the fees charged. Because fees are a particular concern for investors worrying about active vs.
passive funds, this decision brings the issue out into the forefront, aggressively addressing investor
concerns by discussing the firm’s expense ratios outright.

- Similar to this approach, an article released
The American Funds Advantage -0 Hhis app _
Since 1931, American Funds, part of Capital Group, has helped investors pursue by the firm in late 2013, Caplta| Idea: The

'g;;;f;y;:{;ff“ﬁ:;:f:fii:s‘?:;Z‘:;Zifi?i:i’;iﬁfﬂ;éif;’c“oi’;.““““""”“ Active Advantage Can Help Investors Pursue
Better Outcomes, discusses the problem
with the notion that the “average manager
does not outperform the market,”
comparing it to the idea that the average
person also cannot dunk a basketball. The
article goes on to discuss American Funds’
past experience with active management,
citing the performance of the firm’s funds
and approach to investor service and fees.
The white paper also includes charts of the
asset manager’s fund performance, comparing them to indices, so that readers can decide for themselves
where they stand in the debate.

Taken as a whole, American Funds’ commentaries and “About Us” information combine to provide an
aggressive explanation of why investors might want to stay with the firm and continue to invest in actively
managed funds. This is an important strategy given the high level of anxiety in the financial press about the
validity of actively managed funds.


http://www.ignites.com/c/636384/71954?referrer_module=SearchSubFromIG&highlight=american%20funds
https://www.americanfunds.com/advisor/insights/investment-insights/active-advantage-intro.html
https://www.thecapitalgroup.com/afsystem.html
https://www.thecapitalgroup.com/afsystem.html#stop_3
https://www.thecapitalgroup.com/afsystem.html#stop_7
https://www.americanfunds.com/advisor/pdf/shareholder/mfcpwp-028_capidea913.pdf
https://www.americanfunds.com/advisor/pdf/shareholder/mfcpwp-028_capidea913.pdf
https://www.americanfunds.com/advisor/pdf/shareholder/mfcpwp-028_capidea913.pdf

MFS: Promoting Active Experience

MFS has managed mutual funds since 1924, and the firm is credited with being a leader in the creation of
the mutual fund investment. The firm has recently tried to leverage its long history to promote actively
managed mutual funds.

A recent ad campaign from the firm aims to promote their expertise in the active sphere. Currently, an
image on the homepage of the asset manager’s advisor site recommends that financial experts “Make the
Case for Active Management.” This promotion links to a multi-tabbed module, A Case for Active Investing.
There, advisors and site visitors can click through information on long-term investing, common myths and
the benefits of working with MFS. MFS stands out for effectively using web technology like streaming
videos to promote the firm’s views. These include videos like Demystifying Active Share and Growth
Investing Through Active Management that aim to convince advisors and their clients of the relative
benefits of actively managed funds over their passive counterparts — such as the ability to beat a market
benchmark and the flexibility to avoid over-allocating in the largest companies in a given sector.

@ MFS home log cut proxy voting my wholesaler contact us my profile help H

Chient Accounts  Products  Market Qutlooks  Retirement & College Planning  Sales Tools  Forms & Literature  About MFS

Sales Tools A CASE FOR ACTIVE INVESTING

Investors are increasingly focused on short-term market events and volatility, often to the detriment of their long-
term goals. Atthe same time, many aren't sure whether to take an active or passive investment approach. They
need facts, insight and guidance to understand their options and take appropriate action

+ Investment Strategies & Sales
Materials

Family Wealth

WFS, an active manager since 1924, has the expertise and the resources to help. We also employ a disciplined,
censistent investment process guided by three core principles — integrated research, global collaboration and
active risk management —that drives long-term results

_ Confront popular investing myths Partner with a proven active manager

Investing Sentiment Insights CHALLENGE
Seminar Resource Center GET CLIENTS TO LENGTHEN THEIR TIME HORIZON

Active Investing

+ MFS Heritage Pianning

Milestone Marketing

SOLUTIONS

INSIGHTS

Lengthening the * The average investor holding period for a stock
. . is 167 years, down from 10+ years in the
investment hOI"IZD‘n asa 1970s and 5+ years in the mid-00s.”
durable opportunity « Short-erm investment manager incentives
reinforce short-term decision-making. A recent
CFA Institute survey found that 42% had more
than half their compensation tied to annual
performance

Calculators & Planners

RESOURCES

* VIDEO: Growth investing through active
management

Michael Roberge, President & CIO

* BLOG: Compensate for long-term
performance to fight short-termism
* Take a systematic approach to long-term

MFS A Case for Active Management Promotion

Coupled with this campaign, MFS provides blog posts and commentaries promoting the firm’s active
strategy. For example, the recent blog post, Compensate for Long-Term Performance to Fight Short-
Termism, discusses how the firm’s analysts try to maintain a long-term mindset when considering

investments. Other materials aim to explain concepts relevant to actively managed funds and how they can
help investors secure returns. For example, the firm’s Active Share white paper discusses a complementary
metric to tracking error for gauging the degree to which a fund is actively managed and different than a
benchmark.


http://followmfs.blogspot.com/2013/12/compensate-for-long-term-performance-to.html
http://followmfs.blogspot.com/2013/12/compensate-for-long-term-performance-to.html
https://www.mfs.com/wps/FileServerServlet?articleId=templatedata/internet/file/data/news/mfse_stopik_wp&servletCommand=default

Vanguard: Aggressive About Passive

Vanguard has long been a leader in passive strategies, boasting the creation of the first index fund in the
1970s. Investors are voting with their wallets by awarding the firm strong inflows in recent quarters. Not
content to rest on its laurels, the firm has produced a high volume of thought leadership to promote the
passive strategy. These materials promote the low costs of index funds while taking jabs at the

performance histories of average active mutual funds.

One recent release from the firm, Indexing: The Long-Term View on Investing, offers charts showing that

majorities of active funds have underperformed indices and also showing the impact of costs on fund
returns. The firm explains that it is in this second quality, costs, that index funds are able to outperform
active mutual funds over the past decade.

Another recent commentary, Mutual Funds: Know What You’re Paying For, discusses two types of costs:

expense ratios and sales loads. The piece goes on to discuss a common area of promotion for Vanguard,
which is the firm’s low-cost proposition. The article includes a chart on the impact of costs over time.

Vanguard also boosts its index strategy on social media. The firm includes promotions for indexing on its
Facebook page, and the Vanguard Twitter presence offers access to many insights from the firm, including a

recent piece, The Active/Passive
Decision _in _Global Bond Funds,
which asserts that once risk is
accounted for, global bond index
funds are an attractive way to gain
exposure to foreign  bonds.
Vanguard’s pro-passive stance is
most prevalent on the firm’s blog,
where the firm has long promoted
Vanguard’s index funds. A recent
post, Indexing: Why It's a Great
Financial Innovation, promotes the
benefits of indexed funds for
investors, and the firm’s history of
blogging about a passive strategy
extends several years, with posts like
Active vs. Passive and Dilbert is an

Indexer, Too.

m Vanguard

Vanguard Timefine ~ Recent ~

Vanguard

Our strategy for staying warm at the big game this week

UlangeU Ui Wdy YOU 11dnuie oney S uie 2008

While invoking the popular office-working cartoon may give Vanguard an unfair advantage, the point remains
that Vanguard strongly uses its social media activities to promote passive investing strategies.


http://www.ignites.com/c/643704/72934?referrer_module=SearchSubFromIG&highlight=vanguard%20flows
https://advisors.vanguard.com/iwe/pdf/FASINXC.pdf?cbdForceDomain=false
https://personal.vanguard.com/us/insights/article/mutual-fund-costs-122013?linkLocation=insights_overview
https://www.facebook.com/Vanguard
https://twitter.com/Vanguard_Group
https://personal.vanguard.com/pdf/s902.pdf?utm_content=sf1607589&utm_medium=spredfast&utm_source=twitter&utm_campaign=Personal+Investor&sf1607589=1
https://personal.vanguard.com/pdf/s902.pdf?utm_content=sf1607589&utm_medium=spredfast&utm_source=twitter&utm_campaign=Personal+Investor&sf1607589=1
http://vanguardblog.com/
http://vanguardblog.com/2013/11/06/indexing-why-its-a-great-financial-innovation/
http://vanguardblog.com/2013/11/06/indexing-why-its-a-great-financial-innovation/
http://vanguardblog.com/2009/09/25/active-or-passive/
http://vanguardblog.com/2009/02/03/dilbert-is-an-indexer-too/
http://vanguardblog.com/2009/02/03/dilbert-is-an-indexer-too/

Three Recommendations for All Asset Managers

Based on our case studies described above, we offer the following recommendations for firms seeking to
bolster their marketing campaigns.

#1 Explain Your Value Proposition

Asset managers should actively explain why they have adopted a particular policy and what the advantages
of that strategy are. In the case of active managers like American Funds and MFS, it behooves firms to
discuss opportunities like being able to outperform benchmarks and avoid overweighting in larger
companies that may be heavily represented in indices. Both firms do a good job of explaining their past
track record, an important factor when considering active funds.

Conversely, with Vanguard we see high levels of discussion of the impact of costs. This makes sense given
that low costs are a main selling point of index funds. Additionally, Vanguard highlights the fact that many
actively managed funds fail to match an index over a long term, highlighting the relative value of the firm’s
index products.

Home My Accounts Funds, Stocks & ETFs = What We Offer Insights -

What we offer » Mutual funds » Explore different types of mutual funds » Get details on specific categories of funds

Learn about Discover Vanguard's Choose your Decide which Open an account
mutual funds advantages mutual funds type of account in 3 steps

Compare index funds vs. actively managed funds

Take advantage of our low costs, no matter what kind of fund you choose.

We're here to help

What's the difference? It depends on how you like to invest. If you're new to Vanguard:

Index and actively managed funds each have unique benefits that you'll be able to use to your - Call 800-252-9578
advantage. It all comes down to how you want to put your money to work for you. :

If you're already a Vanguard client:

Index funds Actively managed funds Call 800-888-3751
Goal Try to track the performance of a Try to outperform their :
particular market benchmark—or benchmarks and peer group © Monday to Friday
"index"—as closely as possible. average. - 8am.to10pm, Eastern time
- Saturday
Strategy Buy all (or a representative sample) ~ Combine research, market © 9am.to4p.m,Eastern time
of the securities in the benchmark. forecasting. and the experience :

and expertise of a portfolio
manager or management team.

B Sendus an e-mail

Vanguard Compares Active and Index Funds



#2 Release Thought Leadership Regularly

All three firms in this white paper produce commentary and thought leadership to promote their investing
strategies. Both Vanguard and MFS excel by incorporating social media into their campaigns. MFS maintains
the Insights blog and Vanguard provides its Vanguard Blog, both of which include commentary on the
active-passive debate.

Similarly, American Funds also produces regular commentary, including the Active Management Still Makes
Sense for Many Investors article. By producing material like this, the firms are able to showcase the insights
of their experts and help highlight the benefits of their various investment strategies.

@ Investment Insights
September2 3

AMERICAN

FUNDS"

Frem Capital Groug

The active adwantage

Capital Idea:

The active advantage
can help investors
pursue better
outcomes.

“The average active manager cam't beat the index® Thiz phrasze has been
repeated somanytimes it almost seems as if its gospel. Actually, it

American Funds Thought Leadership on Active Management


http://followmfs.blogspot.com/
http://vanguardblog.com/
https://www.americanfunds.com/advisor/insights/investment-insights/active-advantage-intro.html
https://www.americanfunds.com/advisor/insights/investment-insights/active-advantage-intro.html

#3 Include Clear Promotions

Firms should strive to make their promotions easy to locate in order to make investors and financial
advisors aware of the benefits of either strategy. One key way that asset managers do this is by including
images on their homepages. This location puts insights up front and calls attention to the investing strategy.
All three firms in this white paper have, at various times, included homepage images promoting their
investing strategy. Currently, for example, MFS offers an image on the advisor homepage labeled “Make
the Case for Active Investing,” which links to a sales idea explaining the firm’s views on active strategies.

MAKE THE CASE FO
ACTIVE INVESTING

When meeting with clients to review opti"
investing myths and discuss the benefits
long-term view

Learn More

Advisor login

User Name

Password

Remember login

4« 000@®@OO0)»

MFS Homepage Promotion

Similarly, other areas for promotion include the About Us section, which American Funds uses to discuss
the firm’s value proposition and, increasingly, its social media. This second strategy is leveraged effectively
by Vanguard, which includes images on the firm’s Facebook presence to promote its index-oriented
strategy.

Concluding Thoughts

Amid ongoing debates about the relative merits of active and passive investing strategies, asset managers
have an interest in explaining clearly why they invest the way they do. Doing so allows them to set the
terms of discussion and explain their own value proposition and strengths. Moreover, with so many
different mutual fund managers competing with one another, it is important for firms to actively explain
why they are different.

Investment strategy is one important area where asset managers can stand out. All three firms examined in
this white paper excel at promoting their own value proposition. They do this by overtly discussing their
investing strategy — active management in the case of MFS and American Funds, and indexing in the case of
Vanguard. All three firms provide regular commentary and thought leadership addressing their investing
style. Additionally, materials are prominently promoted, both on asset manager site homepages and on
social media. While public opinion on the active-passive debate is likely to ebb and flow, asset managers
can help shape perceptions by strongly promoting their own investment strategies.


https://www.mfs.com/wps/portal/mfs/us-advisor-pub/sales-tools?contentAreaId=1066&contentId=templatedata%2Finternet%2Fblankcanvas%2Fdata%2Fsales_tools%2Factive_investing
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Cl First Look: Bitcoin and Virtual Currency Basics Whitepaper

This whitepaper offers an introduction to the world of virtual currencies.
We begin by looking back at the history of currency and point to successes,
failures and trends in an effort to show what is required of any currency to
be successful.

2014 Mobile Finance Trends and Innovations

The 2014 Mobile Finance study draws on our ongoing tracking of the
industry as well as relevant developments outside of the financial services
space. This study includes commentary on mobile developments, key
takeaways for financial services firms and thoughts on what’s next for
mobile finance.

Tablet-Friendly Web Design: Best Practices for Financial Services

The study examines the tablet-friendly website features provided by four
leading firms across financial services and provides recommendations for
financial services firms building tablet-optimized websites.

Online Personal Financial Management: A Closer Look at Manilla and Mint

This slide deck analyzes two of the major players in the PFM space: Manilla
and Mint. While different in terms of functionality and purpose, both PFMs
offer user-friendly websites and apps that are popular with consumers and
continue to grow.

Peer-to-Peer Lending: Examining the industry and the Borrower experience
This slide deck offers background on the P2P lending industry and takes a
closer look at the borrower experience by profiling two leading firms in the
space — Prosper and Lending Club. Five key takeaways and tips for P2P
lenders are also highlighted.

Next-Gen Investing: Financial Startups and the Future of Financial Advice

Cl tracks over 100 startups that cover a wide range of new ideas across
financial advice and investing. The study, which is out now, focuses on each
idea, compares them to what established financial institutions offer and
examines the potential impact on the industry. Download the study
preview featuring excerpts now!
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