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Where Are Investors Going? 

In recent years, there has been much ado about the transition of investor money from mutual funds to 
Exchange Traded Funds (ETFs). While that is clearly the case, we must consider why that is happening. In 
the charts below, we will demonstrate that the lion’s share of this fundamental change is investors 
giving up on actively managed STOCK mutual funds and investing in passively managed stock mutual 
funds and ETFs. Note: passive includes any fund tracking an index, including smart beta or factor 
indexes. All data is sourced from Morningstar and is as of December 31, 2019. 

Mutual Funds vs. ETFs 

Here we look at the broadest view of investor flows of money to all ETFs and mutual funds. 

 

Active vs. Passive 

Here we look at investor attitudes toward actively managed ETFs and mutual funds versus passive ones 
that just track an index. 

 

Active Stock vs. Passive Stock 

It is clear above that investors are leaving active in favor of passive. The chart below demonstrates how 
that is dominated by the divestment from actively managed stock funds. 



 
 

 
Metric Financial, LLC 

www.metricfin.com 
(860) 256-5895 

 

Why Active Stock? 

The trends are clear – money is leaving mutual funds for ETFs, it is leaving actively managed 
investments, and it is particularly leaving active stock for passive stock. So why that singular focus? 
There are a few reasons investors have spurned active equity and embraced passive equity. The chief 
reason is performance. The SPIVA study (Standard & Poor’s Index Versus Active), which can be found at 
https://us.spindices.com/spiva/#/reports, demonstrates that, over the long term, the vast majority of 
active stock funds do not beat a simple benchmark. Another reason is cost. Passively managed funds are 
significantly cheaper to manage and therefore have a much lower cost to the investor. And finally, there 
is availability. Most of the product innovation and development in the financial industry has been with 
stock indexes as stocks are more liquid and visible than bonds. However, bond indexes are proliferating 
as well. 

 

Disclosures 

Past performance may not be indicative of future results. Different types of investments involve varying degrees of risk. Therefore, it should not 
be assumed that future performance of any specific investment or investment strategy will be profitable or equal the corresponding indicated 
performance level(s). Moreover, you should not assume that any of the above content serves as the receipt of, or as a substitute for, 
personalized investment advice from Metric Financial. 

All written content is for information purposes only. Opinions expressed herein are solely those of Metric, unless otherwise specifically cited. 
Material presented is believed to be from reliable sources and no representations are made by our firm as to another parties’ informational 
accuracy or completeness. All information or ideas provided should be discussed in detail with an advisor, accountant or legal counsel prior to 
implementation. 

Metric Financial, LLC is an Investment Adviser registered with the State of Connecticut. All views, expressions, and opinions included in this 
communication are subject to change. This communication is not intended as an offer or solicitation to buy, hold or sell any financial 
instrument or investment advisory services. Any information provided has been obtained from sources considered reliable, but we do not 
guarantee the accuracy or the completeness of any description of securities, markets or developments mentioned. We may, from time to time, 
have a position in the securities mentioned and may execute transactions that may not be consistent with this communication's conclusions.  
Please contact us at (860) 256-5895 if there is any change in your financial situation, needs, goals or objectives, or if you wish to initiate any 
restrictions on the management of the account or modify existing restrictions.  Additionally, we recommend you compare any account reports 
from Metric with the account statements from your Custodian.  Please notify us if you do not receive statements from your Custodian on at 
least a quarterly basis.  Our current disclosure brochure, Form ADV Part 2, is available for your review upon request, and on our website, 
www.metricfin.com. This disclosure brochure, or a summary of material changes made, is also provided to our clients on an annual basis. 


