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intellectual and emotional aspects 
of money management in a struc-
tured and creative way.

“We don’t think the future is 
about product  anymore,” RiverFront 
President Pete Quinn said, commu-
nicating the new face of a  financial 
services industry that is about plan-
ning for the long term with real peo-
ple with real challenges.

Top-Down STock pickerS
At the center of RiverFront’s asset 
allocation approach is what it calls 
the “Dynamic Core”—a clear signal 
that the firm considers itself a thor-
oughly active manager.

Yes, it typically uses relatively 
inexpensive index strategies to 
achieve outperformance, just like 
other ETF strategists, but it resists 
the notion that it’s indexing the core 
of its portfolios. 

“At the end of the day, we’re 
stock pickers who use ETFs,” said 
Rob Glownia, a quantitative analyst 
at RiverFront. He goes on to explain 
a top-down ETF-based approach to 
asset allocation that’s accompanied 
by careful examination of underly-

In a recent Monday-morning meet-
ing at RiverFront Investment Group, a 
longtime employee spent a few tear-
ful moments thanking colleagues for 
their sympathy during her recent one-
month absence related to surgery.  

While that may seem some-
what out of the ordinary for a firm 
managing more than $4.5 billion in 
investor assets, the episode goes to 
the heart of why RiverFront’s repu-
tation in the burgeoning world of 
“ETF strategists” is so good. Some-
thing this Richmond, VA, based 
firm is up to is creating buzz; and 
it has to do with the way the firm 
manages assets and its clients.

Writ large, assets run by ETF 
strategists who design ETF portfolios 
for other financial advisors and inter-
mediaries stood at $96 billion at the 
end of last year, up about 40% for the 
year, according to data from Morn-
ingstar. RiverFront commands 5% of 
those assets, making it one of the big-
ger players in the space. 

In the end, the anecdote about 
one of its employees expressing 
such vulnerability speaks to the 
ways RiverFront integrates the 

ing indexes to gauge what stocks a 
given index includes and excludes. 

The overall approach to money 
management at RiverFront is nei-
ther purely tactical nor purely stra-
tegic. Rather, it’s based on a proba-
bilistic asset allocation methodology 
that’s designed around specific time 
horizons and risk profiles.

“Given the time horizon: three, 
five or seven years, our objective is 
to provide a portfolio that protects 
your downside in a worst-case sce-
nario (Great Depression, World War 
II, inflation of the 70s, Lehman fail-
ing, etc…), while maximizing upside 
participation in anything better 
than a worst-case scenario,” said 
Michael Jones, Chairman and Chief 
Investment Officer.

Portfolio changes at RiverFront 
aren’t beholden to the calendar, but 
are subject, Jones says, to a probabilis-
tic analysis in what the firm variously 
calls “Price Matters” or “Yield Mat-
ters,” depending on the asset class. 

For example, RiverFront’s anal-
ysis of historical price patterns 
suggested that expected returns 
in U.S. small-cap stocks were look-
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ing depleted. As such, they have 
kept a strategic underweight to 
the asset class. On the other hand, 
they believe the relative valuation 
of developed international equity is 
much more compelling. RiverFront 
makes its biggest bets when funda-
mentals and momentum align. For 
example, even though RiverFront 
has high conviction in the funda-
mentals of Japan, price momentum 
in the region has faltered. In this 
case, RiverFront believes only a neu-
tral position is justified.

Financial advisors learn about 
these decisions in the “Trade Ratio-
nale” reports that RiverFront issues 
in the aftermath of any trade. The 
firm points to this as a perfect exam-
ple of why it describes itself as the 
“asset manager with glass walls.”  
“We determine risk assignments, 
and then we manage to that risk 
assignment, and do it in a dynamic 
and broad way,” Quinn said. 

eTF innovaTor 
The subject of transparency provides 
an elegant segue to note that River-
Front’s senior management long ago 
recognized the virtues of the exchange-
traded fund: low costs, tradability and, 
not least, transparency. ETFs now make 
up nearly 90 percent of the assets Riv-
erFront manages in six different port-
folios. The biggest of those portfolios, 
“Moderate Growth & Income” (Figure 
1), holds about half of the firm’s total 
assets under management. The all-
equities “Global Growth” portfolio 
(Figure 2), its most aggressive strategy, 
represents 13% of the firm’s assets. 

RiverFront has also been 
intimately involved in product 
launches in the past few years. It’s 
pitched sponsors to develop prod-
ucts that have gone on to become 
some of the most popular funds. 
More to the point, it’s provided seed 
money to help bring these innova-
tive strategies to life.

For example, the firm approached 
Invesco PowerShares to urge the 
development of what would become 
the PowerShares Senior Loan Portfo-
lio (BkLn|B) and the PowerShares 
S&P 500 Low Volatility Portfolio 
(SpLv|a-46). 

BKLN now has more than $7 bil-
lion in assets under management, 
and SPLV has nearly $4 billion, as 
investors have flocked to the new 
funds in search of yield replace-
ment strategies on the one hand, 
and, in the case of SPLV, relatively 
smooth equity returns in the wake 
of the 2008 crash. 

RiverFront also helped seed 
the Global X MLP & Energy Infra-
structure ETF (MLpX), a now-$78 
million fund that’s structured as 
a registered investment company 
under the Investment Company 
Act of 1940 to help steer clear of 
the complex taxation issues associ-
ated with MLPs.

“We worked with RiverFront on 
that concept, which was a tax-effi-
cient vehicle that provided exposure 
to the MLP space,” Global X Chief 
Executive Officer Bruno del Ama told 
ETF Report. “They were instrumen-
tal in bringing MLPX to market.”

Additionally, RiverFront was 
instrumental in persuading Wis-
domTree to tweak the index meth-
odology on its Japan Hedged Equity 
Fund (DXJ|B-55) to tilt the portfolio 
toward export-focused firms. That 
$10.7 billion ETF hardly needs an 
introduction. It was last year’s most 
successful fund in terms of asset gath-
ering as investors looked for ways to 
protect returns at a time when the 
yen was sliding against the dollar. 

“ETFs give you the ability to add 
additional asset classes and the abil-
ity to be tactical,” said Glownia, the 
company’s quantitative analyst. 

“ETFs represent the first time 
retail investors have a leg up on 

Source: RiverFront
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institutions,” he added, summariz-
ing the way ETFs have democratized 
access to global markets.

ScaTTerLinGS oF wacHovia  
Virtually all of RiverFront’s founders 
had high-flying careers at Wachovia. 
However, the regional southeast-
ern U.S. powerhouse that acquired 
A.G. Edwards in 2007 was then itself 
acquired by Wells Fargo a month after 
the collapse of Lehman Brothers. 

RiverFront started its existence 
in 2008 with zero assets under man-
agement; however, significantly all 
the management team is employed 
at RiverFront, therefore the his-
torical track record was able to 
be ported with them. RiverFront 
Investment Group claims compli-
ance with the Global Investment 
Performance Standards (GIPS®), 
which is an advantage from a pros-
pecting perspective. Verification 
assesses whether the firm has com-

plied with all the composite con-
struction requirements of the GIPS 
standards on a firm-wide basis and 
that the firm’s policies and proce-
dures are designed to calculate and 
present performance in compliance 
with the GIPS standards.

RiverFront’s cozy offices in the 
heart of Richmond’s old Shockoe 
Slip business district, where cotton 
was king more than a century ago, 
are literally in the shadows of the 
now-Wells Fargo building. 

That’s a fitting visual metaphor 
that in sum points to a sort of back-to-
the-future flavor at RiverFront. These 
refugees took their investment strate-
gies honed at Wachovia; moved into a 
quaint building down the street that 
was built in 1866, a year after Rich-
mond was torched by Union troops; 
and launched a modern asset man-
agement firm built around ETFs—a 
product reflective of next-generation 
money management.

That old-meets-new aspect con-
tinues in RiverFront’s office. On the 
one hand, a laid-back, almost dot-
com-ish, modern openness prevails 
in an internal layout that’s as trans-
parent as ETFs. 

That spare, modern quality 
allows the big pine beams coursing 
through the three-story structure—
almost surely native long leaf pine 
used to make the masts of seagoing 
vessels in past centuries—to create a 
subtle coziness throughout.   

‘riverFronT unpLuGGeD’
This all takes us back to the glass-
walled meeting room where River-
Front‘s employees assembled on 
that Monday morning. 

As important to the firm’s cul-
ture is the elegant-yet-informal liv-
ing-roomlike space adjacent to the 
meeting room on the ground floor. 

RiverFront uses the two rooms—
the meeting room, a space of Power-
Point and sober discussions; and the 
socializing room next door—as cen-
terpieces of a work-and-play event 
it hosts for its biggest clients each 
month that it whimsically calls “Riv-
erFront Unplugged.”

The monthly event is designed, 
on the one hand, for RiverFront to 
communicate the nuts and bolts of 
its investment process to its big-
gest clients; and, on the other, to 
connect with those clients to help 
cement the bonds of affinity and 
trust that are so crucial in the 
world of money management.

“We don’t live in an ‘either-or’ 
world; we live in an ‘and’ world,” 
Quinn said. It’s a phrase he’s fond of 
repeating, and applies to just about 
every aspect of the firm. 

After all, this is a firm that can’t 
be pigeon-holed, whether the issue 
is the active-passive debate; tactical 
or strategic asset allocation; or even 
what constitutes appropriate behav-
ior in a buttoned-down business like 
money management. 
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RiverFront Investment Group Disclosures:

Past performance is no guarantee of future results. Information provided in this presentation is for educational and illustrative purposes only 
and should not be construed as individualized investment advice. The investment or strategy discussed may not be suitable for all investors. 
Investors must make their own decisions based on their specific investment objectives and financial circumstances. 

Asset Class holdings in the Figures shown are as of April 24, 2014.

Trade rationales are provided to Financial Advisors for all model or portfolio trades, not for individual client maintenance trading.

Exchange Traded Funds (ETFs)are sold by prospectus. Please consider the investment objectives, risks, charges and 
expenses carefully before investing. The prospectus or summary prospectus, which contains this and other informa-
tion, can be obtained by calling your financial advisor. Read it carefully before you invest.

As of June 11, 2014, RiverFront owned these two ETFs in its portfolios:

Global X MLP & Energy Infrastructure ETF (MLPX),

WisdomTree Trust Japan Total Dividend Fund (DXJ)

GIPS® is a registered trademark of CFA Institute. CFA Institute has not been involved in the preparation or review of this report.

RiverFront is owned primarily by its employees through RiverFront Investment Holding Group, LLC, the holding company for RiverFront. Baird 
Financial Corporation (BFC) is also a minority owner of RiverFront Investment Holding Group, LLC and therefore an indirect owner of River-
Front. BFC is the parent company of Robert W. Baird & Co. Incorporated (“Baird”), a registered broker/dealer and investment adviser.

RiverFront Investment Group, LLC, is an investment advisor registered with the Securities Exchange Commission under the Investment Advisors 
Act of 1940. The company manages a variety of portfolios utilizing stocks, bonds, and exchange-traded funds (ETFs). Any discussion of the indi-
vidual securities that comprise the portfolios is provided for informational purposes only and should not be deemed as a recommendation to buy 
or sell any individual security mentioned. Opinions expressed are current as of the date shown and are subject to change. They are not intended 
as investment recommendations.

For more information on RiverFront, please contact your financial advisor.

www.riverfrontig.com         1214 East Cary Street         Richmond, VA 23219
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