
 © Hedgeye Risk Management LLC. All Rights Reserved. 

FINANCIALS 

May 2017 

JONATHAN CASTELEYN, CFA          
JOSHUA STEINER, CFA 

  SECTOR SPOTLIGHT 

 © Hedgeye Risk Management LLC. All Rights Reserved. 



HEDGEYE  2 

DISCLAIMER 
Hedgeye Risk Management is a registered investment advisor, registered with the State of Connecticut.  Hedgeye Risk 
Management is not a broker dealer and does not provide investment advice to individuals. This research does not constitute an 
offer to sell, or a solicitation of an offer to buy any security. This research is presented without regard to individual investment 
preferences or risk parameters; it is general information and does not constitute specific investment advice.  This presentation is 
based on information from sources believed to be reliable. Hedgeye Risk Management is not responsible for errors, inaccuracies or 
omissions of information.  The opinions and conclusions contained in this report are those of Hedgeye Risk Management, and are 
intended solely for the use of Hedgeye Risk Management’s clients and subscribers.  In reaching these opinions and conclusions, 
Hedgeye Risk Management and its employees have relied upon research conducted by Hedgeye Risk Management’s employees, 
which is based upon sources considered credible and reliable within the industry.  Hedgeye Risk Management is not responsible 
for the validity or authenticity of the information upon which it has relied.  
 
TERMS OF USE 
This report is intended solely for the use of its recipient.  Re-distribution or republication of this report and its contents are 
prohibited.  For more detail please refer to the appropriate sections of the Hedgeye Services Agreement and the Terms of Use at 
www.hedgeye.com.  
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RECOMMENDED POSITIONING IN FINSmgmt 
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RATE SENSITIVITY IN THE GROUP 
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POSITIVE NIM BETA AT CFG 
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VOL IS LOW & SHOULD MOVE HIGHER 
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AND THE EXCHANGES WILL BENEFIT 



 © Hedgeye Risk Management LLC. All Rights Reserved. 8 

DOMESTIC MUTUAL FUNDS IN TROUBLE 
 
 

DATA SOURCE:  INVESTMENT COMPANY INSTITUTE 

Domestic equity 
fund flows are 
under duress 
bordering on 
another record 
outflow year. 
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BUT ETFS ARE SKYROCKETING 
 
 

DATA SOURCE:  INVESTMENT COMPANY INSTITUTE 

Meanwhile, the 
industry is seeing 
a nonlinear 
response in the 
growth of ETFs 
this year with a 
new record pace 
to start an annual 
period. 
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THE LAY OF THE LAND 
 
 

DATA SOURCE:  INVESTMENT COMPANY INSTITUTE 

Moreover, fixed 
income ETFs have 
also started 
strongly, with 
2017 out of the 
gate in stronger 
fashion than 
2013-2016. 
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PASSIVE HOCKEY STICK 
 
 

DATA SOURCE:  ETF.COM 

While annualizing 
1Q17’s Passive 
inflow is not a 
good idea, there 
has been a 
nonlinear move 
into ETFs with a 
4x move in 1Q17 
flows versus 
1Q16. 
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PASSIVE HOCKEY STICK 
 
 

DATA SOURCE:  ETF.COM 

Furthermore, IVZ 
Powershares 
brought in 
another $4 BB in 
1Q17, good for 5th 
place in the 
league table for 
ETF managers. 
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PASSIVE HOCKEY STICK 

POWERSHARES GROWTH HAS TAKEN OFF AGAIN 

Year-to-date annualized organic growth in Powershares has again breached the +20% level, a multiple of the 
2015 level and faster expansion than the solid 2016 result. 
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GROWTH AT A REASONABLE PRICE 
 
 

DATA SOURCE:  INVESCO 

The majority of 
the major asset 
managers have 
negative organic 
growth, but of the 
3 that have 
positive fund 
raising, IVZ is the 
cheapest by a 
wide margin. 
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BEST DEFENSE IS A GOOD OFFENSE? 
At the end of 
last year, 60 
mutual fund 
executives met 
in New York to 
discuss the 
ongoing battle 
against ETFs. 
We think this is 
signaling that 
more merger 
activity is to 
occur in 2017 
and beyond. 
 

DATA SOURCE:  WALL STREET JOURNAL 
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VALUATION IS UP BUT WE THINK STREET #’S ARE TOO LOW 

Like most cyclicals the best time to buy is when valuation is high because these companies are under earning. 
The best time to sell is when they “look” cheap. 

FRANKLIN / INVESCO WOULD ADD SCALE 
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FRANKLIN / INVESCO – CHECK ALL BOXES 
 
 

DATA SOURCE:  COMPANY DATA 

A BEN/IVZ would 
add needed scale 
to the active 
management 
business under 
arrest by ETFs. 
The product 
overlap would 
allow for cost 
synergies and 
real estate 
consolidation. 
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FRANKLIN / INVESCO – WE SPECULATE 
 
 

DATA SOURCE:  COMPANY DATA, HEDGEYE RISK MANAGEMENT ESTIMATES 

At $40 per share 
for IVZ and $500 
MM in cost 
synergies, BEN 
could have +9% 
EPS synergies 
while IVZ 
shareholders 
enjoy a +25% 
gain. 
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GREAT DEAL OPERATOR – KNOWS BEN 
 
 

DATA SOURCE:  INVESCO 

Marty Flanagan 
has done a 
number of deals 
at IVZ and is a 
great integrator. 
He came from 
Franklin where he 
was COO, CFO, 
and President. 
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FOR MORE INFORMATION, CONTACT US AT: 

SALES@HEDGEYE.COM 
(203) 562-6500 
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