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In last week’s podcast, I had the opportunity to interview Donald Calcagni, the chief

investment officer of Mercer Advisors, a $10 billion fee-only, independent wealth

management firm, as well as Jason Barg, a principal at Lovell Minnick, a financial

services private equity firm. Barg’s background before starting at Lovell Minnick

entailed covering financial services at Goldman Sachs in its investment banking

division. Calcagni’s background is in the wealth management and financial advice

segment, where he has spent the last 25 years, approximately half of which has been with

Mercer Advisors.

 

We discussed general industry trends for financial advice and financial services, and

the start of the conversation centered on the trends of advisors who are fiduciaries.

Calcagni and Barg clearly have views that the future of advice is going toward non-

commission-oriented advisors acting in a fiduciary capacity. Lovell Minnick is a large

investor in Mercer Advisors, and Mercer has been growing both organically and through

acquisitions that Lovell helped fund. Calcagni’s firm completed six acquisitions of

smaller advisory firms in the last six months. 

 

Barg mentioned that since the financial crisis, we have seen a migration of assets from

the large banks to independent financial advisors and registered investment advisors—

something Lovell Minnick expects will continue. 

 

“Robo” Technology Trends“Robo” Technology Trends

 

We discussed the trends toward digital advice. That’s a segment of the financial

services industry Lovell Minnick has not yet invested in directly due to multiples on

many of these venture-backed companies, but it does see tech solutions and offerings as

critical investments in its portfolio companies like Mercer. 

 

Calcagni highlighted how his firm is in the process of creating its own robo-solution,

despite his belief that Mercer is not competing directly for the robo-oriented clients.

Mercer Advisors’ average account size is more than $1 million, whereas the robo-accounts

are not anywhere near those levels.

 

ActiveActive vs.  vs. PassivePassive vs. Factor Exposures vs. Factor Exposures

 

Lovell Minnick is an investor in active management companies through a portfolio

investment in Matthews Funds, one of the better emerging markets- and Asia-focused

active management houses. Calcagni and I both agreed the trends for active management

are difficult, and a growing number of investors are adopting factor-based investment

strategies in lieu of active management. 
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Mercer’s factor-based investment approach includes tilting portfolios to long-term

factors it believes are rewarded in the academic literature—and that includes factors

such as value tilts, quality tilts, small-cap tilts and high-dividend-yield tilts.

 

My discussion with Calcagni on the podcast was the first time we had met, but of course,

given my own biases and the WisdomTree factor Indexes, we absolutely agreed from a

philosophical standpoint.

 

ESG Mandates GrowingESG Mandates Growing

 

Calcagni made an interesting point that one of the factors his clients are increasingly

looking toward is the ESG line of investing (ESG stands for environment, social and

governance). Calcagni said that less than 10% of his current client base incorporates

ESG mandates, but it is the fastest growing segment of his accounts. Calcagni takes the

view that much of this ESG work will be customized to individual investor needs and

beliefs—as he even sees his clients on the West Coast having different desires to tilt

portfolios than people the East Coast. 

 

Mutual Fund Industry’s Days NumberedMutual Fund Industry’s Days Numbered

 

Calcagni believes the mutual fund industry’s days are numbered. As technology advances

and the cost of trading decreases, Calcagni utilizes both separately managed accounts to

replicate indexes like the S&P 500 at very low costs—so that he can do tax loss harvesti

ng within the portfolios—and low-cost index funds as well. It was a bold statement but

something he believes is already trending. 

 

Other topics we discussed included: 

 

The case for private equity asset class generally, and financial services private

equity that Lovell Minnick focuses on—how private equity firms enable companies to

invest for the longer run compared to public equity markets

How technology and the news spread can lead to behavioral investing challenges

Implications for lower trading costs and discount brokerage fee cuts

How alpha is becoming systematized in many areas, including alternatives and hedge

funds

How Mercer Advisors’ real value add comes from managing behavioral elements
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Listen to the entire “Behind the Markets” podcast series here.

For standardized performance and the most recent month-end performance click here NOTE,

this material is intended for electronic use only. Individuals who intend to print and

physically deliver to an investor must print the monthly performance report to accompany

this blog.

For more investing insights, check out our Economic & Market Outlook

View the online version of this article here.
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IMPORTANT INFORMATIONIMPORTANT INFORMATION

U.S. investors only: Click U.S. investors only: Click herehere to obtain a WisdomTree ETF prospectus which to obtain a WisdomTree ETF prospectus which

contains investment objectives, risks, charges, expenses, and other information;contains investment objectives, risks, charges, expenses, and other information;

read and consider carefully before investing.read and consider carefully before investing.

There are risks involved with investing, including possible loss of principal. Foreign

investing involves currency, political and economic risk. Funds focusing on a single

country, sector and/or funds that emphasize investments in smaller companies may

experience greater price volatility. Investments in emerging markets, currency, fixed

income and alternative investments include additional risks. Please see prospectus for

discussion of risks.

 

Past performance is not indicative of future results. This material contains the

opinions of the author, which are subject to change, and should not to be considered or

interpreted as a recommendation to participate in any particular trading strategy, or

deemed to be an offer or sale of any investment product and it should not be relied on

as such. There is no guarantee that any strategies discussed will work under all market

conditions. This material represents an assessment of the market environment at a

specific time and is not intended to be a forecast of future events or a guarantee of

future results. This material should not be relied upon as research or investment advice

regarding any security in particular. The user of this information assumes the entire

risk of any use made of the information provided herein. Neither WisdomTree nor its

affiliates, nor Foreside Fund Services, LLC, or its affiliates provide tax or legal

advice. Investors seeking tax or legal advice should consult their tax or legal advisor.

Unless expressly stated otherwise the opinions, interpretations or findings expressed

herein do not necessarily represent the views of WisdomTree or any of its affiliates.

 

The MSCI information may only be used for your internal use, may not be reproduced or

re-disseminated in any form and may not be used as a basis for or component of any

financial instruments or products or indexes. None of the MSCI information is intended

to constitute investment advice or a recommendation to make (or refrain from making) any

kind of investment decision and may not be relied on as such. Historical data and

analysis should not be taken as an indication or guarantee of any future performance

analysis, forecast or prediction. The MSCI information is provided on an “as is” basis

and the user of this information assumes the entire risk of any use made of this

information. MSCI, each of its affiliates and each entity involved in compiling,

computing or creating any MSCI information (collectively, the “MSCI Parties”) expressly

disclaims all warranties. With respect to this information, in no event shall any MSCI

Party have any liability for any direct, indirect, special, incidental, punitive,

consequential (including loss profits) or any other damages (www.msci.com)

 

Jonathan Steinberg, Jeremy Schwartz, Rick Harper, Christopher Gannatti, Bradley Krom,

Tripp Zimmerman, Michael Barrer, Anita Rausch, Kevin Flanagan, Brendan Loftus, Joseph

Tenaglia, Jeff Weniger, Matt Wagner, Alejandro Saltiel, Ryan Krystopowicz, Jianing Wu,

and Brian Manby are registered representatives of Foreside Fund Services, LLC.

 WisdomTree Funds are distributed by Foreside Fund Services, LLC, in the U.S. only.

You cannot invest directly in an index.
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DEFINITIONSDEFINITIONS

FiduciaryFiduciary  : An individual in whom another has placed trust and confidence to manage and

protect property or money.

ActiveActive  : Funds that attempt to outperform the market by selecting securities a portfolio

manager believe to be the best.

PassivePassive  : Indexes that take a rules-based approach with regular rebalancing schedules

that are not changed due to market conditions.

ValueValue  : Characterized by lower price levels relative to fundamentals, such as earnings

or dividends. Prices are lower because investors are less certain of the performance of

these fundamentals in the future. This term is also related to the Value Factor, which

associates these stock characteristics with excess returns vs the market over tim.

QualityQuality  : Characterized by higher efficiency and profitability. Typical measures include

earnings, return on equity, return on assets, operating profitability as well as others.

This term is also related to the Quality Factor, which associates these stock

characteristics with excess returns vs the market over tim.

Small capsSmall caps  : new or relatively young companies that typically have a market

capitalization between $200 million to $2 billion.

DividendDividend  : A portion of corporate profits paid out to shareholders.

S&P 500 IndexS&P 500 Index  : Market capitalization-weighted benchmark of 500 stocks selected by the

Standard and Poor’s Index Committee designed to represent the performance of the leading

industries in the United States economy.

Tax Loss HarvestingTax Loss Harvesting  : Selling securities at a loss to offset a capital gains tax

liability. Tax gain/loss harvesting is typically used to limit the recognition of short-

term capital gains, which are normally taxed at higher federal income tax rates than

long-term capital gains.

WisdomTree WisdomTree BLOG ARTICLEBLOG ARTICLE

WisdomTree.com WisdomTree.com   1-866-909-WISE (9473)1-866-909-WISE (9473)


	THE FUTURE OF FINANCIAL ADVICE AND WEALTH MANAGEMENT

