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Your March 19 article Passive Investing Gains Even in Turbulent Times misses the mark.  

The article mistakenly implies that investors’ allocating to ETFs indicates they are seeking a 
“safe haven” but fails to offer adequate evidence that ETFs offer “stability.” Without hard data 
or even surveying investors, these assertions are little more than guesswork. Actual surveys 
suggest the opposite is true: a recent Fidelity survey revealed a majority of institutional 
investors intend to increase their allocations to active while decreasing their allocations to 
traditional passive due to concerns of an impending low-return environment and market 
volatility.  

Using ETFs as a proxy for all low-cost passive investing is inappropriate considering a growing 
portion of ETFs are active or incorporate active elements. Smart beta ETFs are one of the most 
popular categories, accounting for one of every five dollars invested in ETFs today. These ETFs 
use quantitative techniques from active management to develop a weighting or stock selection 
approach. When combined with sector ETFs (accounting for 10% of ETF assets), which often use 
custom indexes developed based on active management insights, and explicitly actively-
managed ETFs, it's clear that active management plays an important role in the ETF universe.   

Regarding your assertions about active managers’ performance during the sell-off through the 
first two months of this year, Goldman Sachs data tells a different story. As reported in 
Bloomberg, “Goldman’s data shows the number of funds beating benchmarks rose ‘sharply’ 
during the October-December sell-off, consistent with prior routs... About 53 percent of the 
funds have outperformed this year.” Goldman further suggests a “pivot point toward active is 
starting to emerge.” 

While the article discusses ETFs’ impact on market stability, it overlooks the critical role that 
active management plays in creating efficient markets. Russ Wermers, Professor of Finance and 
Director, Center for Financial Policy at the Robert H. Smith School of Business, University of 
Maryland, just published a new paper that concludes: "All investors, both active and passive – 
as well as the real economy – benefit from the efforts and cost expenditures of active 
managers.”  
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