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Assets are flowing into passive
Investment vehicles that are increasingly
active In their nature and
Implementation—the line between active

and passive Is how more blurred than
ever before
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|s Strategic Beta Passive, Active, or Both?
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Morningstar’s Strategic Beta Taxonomy

Strategic Beta

Dividend Minimum Volatility/Variance Non-Traditional Commodity
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What's Driving this Trend?

» Investors cite multiple reasons for
using strategic beta products

» Managing risk

» Enhancing returns

» Tactically adjusting asset allocations
» Portfolio completion

» Reducing fees

» A general disillusionment with
active managers
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Strategic Beta AUM Growth in Europe Outpaces Broad ETP
Market
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Growth Has Been Driven by Net New Cash Flows

Strategic Beta ETP Net Flows - Europe
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Evolution of Strategic Beta ETP Market Share — US v Europe
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US v Europe — Favoured Strategies
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How to Select Strategic Beta ETPs

Low cost

Low assets in relation to estimated capacity
Efficient exposure

Capable sponsor—indexing skill matters
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Morningstar’s Mission

>

The goal of Morningstar’s research
team is to play the role of referee in
this space

» By laying the ground rules
» Highlighting the winners
» Calling out the losers

» All in the interest of helping
investors navigate this increasingly
complex landscape
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Strategic Beta ETPs in Morningstar Direct — Data Points & Flows

r Name Strategic Beta Strategic Beta Strategic Beta Prospectus Primary Prospectus

Group Attributes Met Expense Benchmark

Ratio

M1 iShares Developed Markets Property Yld Yez  Return Orie Dividend Screened/Weighted 0.5900 FTSE EPRA/NAREIT Dev Dividend
2 SPDR® S&P U5 Dividend Aristocrats ETF Yes  Return Orie Dividend Screened/Weighted 0.3500 S&P High Yield Dividend Aristcrts
3 iShares European Froperty Yield Yes  Return Orie Dividend Screened/Weighted 0.4000 FTSE EPRA/NAREIT Dv Eur Ex UK
[ 4 iShares UK Dividend Yes  Return Orie Dividend Screened/Weighted 0.4000 FTSE UK Dividend Plus NR. GBP
s iShares STOXX Global Sel Div 100 (DE) Yes  Return Orie Dividend Screened/Weighted 0.4600 STOXX Global Select Dividend 10
s Lyxor ETF JPX-Nikkei 400 Daily Hdg C-GBP Yes  Return Orie Quality 0.2500 JPX Nikkei 400 NR IPY

Market Summary Workspace Custom Report || Search || Adwvanced Search | @ l.,";',_l

Market | Europe ETFs (domiciled) Market Note Eff. Date: 2015-04-30 Currency: EUR  Snapshot: 7-May 21:03 CDT

Mkt Sh Basis = Total Met Assets

+ Strategic Beta/Other Funds

Estimated Net Flow [€Mil) Market Share Basis: Total Net Assets (EBil)
MName 1-Mo QTD YT 1-¥r 04-2015 Mkt Shos Rank 04-2014 Mkt Sh% Rank
Strategic Beta, Return-Oriented ﬂ: 185 185 3,181 5,291 22 4.89 2 i3 4.16 2
Strategic Beta, Risk-Oriented ﬁ: 84 84 781 1,931 4 0.81 3 1 0.46 4
Strategic Beta, Other ﬂ: 30 30 225 557 3 0.67 4 3 0.80 3
Other Funds |ii:| 3,248 3,248 30,506 56,004 425 93.62 1 301 24,58 1
Drill-down @ View Chart @
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A Global Guide to Strategic-Beta Exchange-Traded Products
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A Global Guide to Strategic Beta Exchange-Traded Products
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