





We actually worked with all of our clients to sign them up for
that, gave them all passwords so they could look at their ac-
counts online. Any time there’s a trade, they get an email with
a confirmation directly from Schwab. That makes it great for
us from a communication standpoint.

How did you perform in 2008?

We were down 10.5% last year versus the S&P 500 being down
38.5%. There were very few periods that were above their trend
line for any period of time, and those that were, were above only
for short periods. From a relative standpoint that went very well,
but there were a few whipsaws. At one point in time, the market
will turn. If you look at our performance in 2003, we drastically
outperformed the market when we finally had a rebound.

And the ETF sector?

Despite a severely depressed economy in 2008, ETFs still saw
net inflows, attracting $178.4 billion. For the year, $320 billion
were pulled out of mutual funds. ETFs did lose assets—about
13% for the year—but it could have been a lot worse, consider-
ing the kind of year it was for the markets.

Most of the top ETFs in 2008 were short and leveraged
funds—a real sign that the markets were stressed and investors
were looking for a solution. Investors also flocked to safe ha-
vens, such as Treasuries.

How is the market for new ETF products looking?
ETFs are here to stay. We’re seeing more interest in ETFs
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among advisors, who want to learn how to use them.

Three or four years ago, there was a land grab. Those provid-
ers who decided to make a commitment to ETFs were going
out and trying to have representation in most of the big asset
classes, then it moved to the global areas and then to the sec-
tors, and then thinly sliced sectors. Most of the conventional
asset classes have representation right now, in competition,
which is good. In coming months, we’re going to see a number
of new types of funds that are targeting new sectors—there’s an
airline ETF in registration, an Islamic fund and more socially
responsible types of funds.

New players are also going to be entering the marketplace. We’ll
see more mutual funds venture into ETF territory. PIMCO is one
of the most recent ones to register with the SEC. We should also
be seeing more actively managed ETFs entering the market space.

There has been an increased interest in 401(k) plans and in-
corporating ETFs into them. We’re going to see more of a call
for this, and ETFs are ready to make a serious run at this market.

President Obama’s stimulus package has made certain sec-
tors more appealing to investors. So we’ll see lots of eyes on
infrastructure, green ETFs and potentially healthcare.

There’s so much momentum right now, and with all the tril-
lions of dollars on the sidelines, once people become comfort-
able in the marketplace again and it does turn, ETFs are going
to get more than their fair share of attention.
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