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Monthly European ETF Market Trends

December 2016 in brief

European ETF Market flows continued to recover in December 2016.
Net New Assets (NNA) during this month amounted to EUR4.7bn, the
highest level since September 2016. Total Assets under Management are up
14% vs. the end of 2015, reaching EUR516bn, and include a market impact

Lyxor ETF of +5.0%. November’s great rotation from bonds into equities halted. While
Marléne Hassine-Konqui developed equity ETFs continued to gather inflows, outflows on bond ETFs
Head of ETF Research stopped.

+331421359 56 B Equity indices gathered most of the market inflows at EUR4.1bn. Interest was sustained

marlene.hassine@lyxor.com on developed equity ETFs. US equity inflows continued to be above the one year average at

EUR1.2bn. December was the third highest month of the year for European equity ETFs at

Contents EUR1.7bn while Japanese ETF flows reached a one year record high at EUR486M. The Fed interest
rate increase continued to trigger outflows from Emerging market equity ETFs of EUR987M. These
European ETFs in 2016 outflows mainly concerned broad indices i.e. MSCI Emerging markets and Asian ETFs. Within
Net Inflows (EURM) P Smart Beta, the value style continued to see high interest with EUR505M of inflows together with
ETF MARKET OVERVIEW some flows on multifactor ETFs. Minimum Volatility ETFs on the other hand continued to see
YTD p2 outflows at EUR749M in an environment that remained risk-on.
MONTHLY p3
B Fixed income indices’ outflows stopped. December saw EUR466M of inflows
EQUITIES compared to EUR3.3bn of outflows in November. All developed market debt ETFs rebounded.
EgF;OJF;EPAA'\,LEE%ﬂTT'FESS Eg European govies ETF flows rebounded at EUR451M after 3 months of outflows totaling more than
EMERGING EUR2.0bn. Both investment grade and high yield corporate bond ETFs saw inflows respectively
MARKET EQUITIES p5 of EUR405M and EUR402M in a slightly decreasing interest rate environment in the second half
THEMATIC PS5 of the month. Emerging debt ETFs continued to see strong outflows following the Fed interest
FIXED INCOME rate increase. Inflation-linked flows stopped in December, with EUR23M of outflows in a context
GOVIES p6 of decreasing inflation fears. Interestingly, short strategy ETFs saw EUR249M of outflows after a
INFLATION-LINKED p6 record high in November as pressure on interest rates decreased slightly.
CREDIT MARKET p6
SHORT STRATEGY p6 B Commodities flows* reached EUR98M with the increased oil price in December boosting
flows on Broad commodity ETFs at EUR255M, while gold ETFs saw EUR157M of outflows.
* including also non UCITS eligible/compliant ETFs
EUROPEAN ETFS IN DECEMBER 2016 - NET INFLOWS (EURM)
MORE POSITIVE FLOWS ON EUROPEAN ETFs AT EUR DEVELOPED MARKET EQUITY ETFs GATHERED MOST OF
4.7BN IN DECEMBER 2016 THE INFLOWS AT THE EXPENSE OF EMERGING MARKETS
MONTHLY NET NEW ASSETS ON EUROPEAN ETFs DEBT AND EQUITY ETFs
MONTHLY NET INFLOWS ON EUROPEAN ETFs BY ASSET CLASS
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Sources: Monthly data in EURM from 01/01/2016 until 30/12/2016, Bloomberg, Lyxor
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2016 Overview
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ACCELERATION OF INFLOWS ON EQUITY ETFs
IN THE SECOND HALF OF THE YEAR

MONTHLY NET NEW ASSETS ON EQUITY ETFs
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A STRONG YEAR FOR FIXED INCOME ETFs
MONTHLY NET NEW ASSETS ON FIXED INCOME ETFs

30,000

FIXED INCOME ETFs GATHERED MORE ASSETS
THAN EQUITY ETFs IN 2016
2016 NET INFLOWS ON EUROPEAN ETFs BY ASSET CLASS

European ETF Market NNA 40,755
Total Equities — 15,933
Developed Market Equities 9,575
of wh. U.S. Equities 11,672
of wh. Japan Equities | -2,554
of wh. Europe Equities-6,919 sl
of wh. World Equities — 6,574
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Global Equities m 2,002
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High Yield . 2,788
Inflation Linked 3,279
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RECORD YEAR FOR EMERGING MARKET EQUITY
ETFs DESPITE THE RECENT OUTFLOWS

MONTHLY NET NEW ASSETS ON EMERGING MARKET EQUITY ETFs
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INCREASING FLOWS IN H1 FOR COMMODITIES
ETFs FOLLOWED BY FLAT FLOWS IN H2

MONTHLY NET NEW ASSETS ON COMMODITIES ETFs
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Sources: Monthly data in EURM from 01/01/2013 until 30/12/2016, Bloomberg, Lyxor
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Overview by asset class

ANOTHER POSITIVE MONTH FOR EQUITY ETFs
WITH INFLOWS AT EUR4.1bn

MONTHLY NET NEW ASSETS ON EQUITY ETFs
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FIXED INCOME ETFs BACK IN POSITIVE
TERRITORY WITH EUR466M OF INFLOWS

MONTHLY NET NEW ASSETS ON FIXED INCOME ETFs
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SLIGHTLY POSITIVE MONTH FOR COMMODITY
ETFs WITH INFLOWS AT EUR100M
MONTHLY NET NEW ASSETS ON COMMODITIES ETFs

COMMODITIES

1,200

ONGOING ROTATION FROM EM EQUITY ETFs TO
DM EQUITY ETFs

MONTHLY NET NEW ASSETS ON DEVELOPED VS EMERGING MARKETS
EQUITY ETFs
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DEVELOPED MARKET FIXED INCOME ETFs
REBOUNDED WITH INFLOWS AT EUR1.0BN

MONTHLY NET NEW ASSETS ON DEVELOPED VS EMERGING MARKETS
FIXED INCOME ETFs
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BROAD COMMODITY ETFs TURNED POSITIVE
MONTHLY NET NEW ASSETS ON BROAD & PRECIOUS METALS ETFs
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Sources: Monthly data in EURM from 01/01/2016 until 30/12/2016, Bloomberg, Lyxor
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Equities

EUROPEAN
EQUITIES

POSITIVE FLOWS ON EUROPEAN EQUITY ETFs
AT EUR1.8bn

MONTHLY NET NEW ASSETS ON EUROPE EQUITY ETFs

4,000

3,000

2,000

1,000

-1,000

-2,000

-3,000

JANUARY 2017

GERMAN EQUITY ETFs TURNED SOUTH AGAIN
WITH EUR222M OF OUTFLOWS

MONTHLY NET NEW ASSETS ON GERMAN EQUITY ETFs
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SLIGHTLY POSITIVE FLOWS ON ITALIAN &
SPANISH EQUITY ETFs AT EUR59M

MONTHLY NET NEW ASSETS ON PERIPHERAL EUROPE EQUITY ETFS

100

OUTFLOWS FROM EUROPEAN FINANCIAL
EQUITY ETFs AT EUR267M

MONTHLY NET NEW ASSETS ON FINANCIALS EUROPE EQUITY ETFs

800

SIGNIFICANT FLOWS ON THE EUROPEAN
REGION WITH ALMOST A ONE YEAR-RECORD
HIGH AT 1.8bn

MONTHLY NET NEW ASSETS ON EUROPE REGION EQUITY ETFs
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SUSTAINED FLOWS ON EUROPEAN VALUE ETFs
AT EUR176M

MONTHLY NET NEW ASSETS ON EUROPEAN VALUE EQUITY ETFS
(standard Value + smart beta Value factor)
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Sources: Monthly data in EURM from 01/01/2016 until 30/12/2016, Bloomberg, Lyxor
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Equities

U S & ‘JA PAN TENTH CONSECUTIVE MONTH OF POSITIVE RECORD INFLOWS ON JAPANESE EQUITY ETFs
FLOWS ON US EQUITY ETFs WITH INFLOWS AT EUR486M
EQ U | T | ES AT EUR1.2bn MONTHLY NET NEW ASSETS ON JAPAN EQUITY ETFs

MONTHLY NET NEW ASSETS ON US EQUITY ETFs
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EMERGING THE SELL-OFF IN EMERGING EQUITY ETFs ANOTHER NEGATIVE MONTH FOR BROAD EM
CONTINUED IN DECEMBER WITH EUR1.0bn OF EQUITY ETFs WITH EUR524M OF OUTFLOWS
M A R K ET OUTFLOWS MONTHLY NET NEW ASSETS ON BROAD EM EQUITY ETFs*
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*mainly concerning MSCI EM indexations

TH EMAT' C POSITIVE FLOWS ON SMART BETA ETFs WITH VALUE EQUITY ETFs KEPT UP MOMENTUM WITH
EUR410M OF INFLOWS EUR659M OF INFLOWS
MONTHLY NET NEW ASSETS ON SMART BETA ETFs MONTHLY NET NEW ASSETS ON VALUE STYLE EQUITY ETFs
(standard Value + smart beta Value factor)
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Sources: Monthly data in EURM from 01/01/2016 until 30/12/2016, Bloomberg, Lyxor
etf.research@lyxor.com | +33 (0)1 42 13 59 56 ASSET MANAGEMENT BY

LYXOR

SOCIETE GENERALE GROUP



LYXOR ETF Research

JANUARY 2017

THIS DOCUMENT IS FOR THE EXCLUSIVE USE OF INVESTORS ACTING ON THEIR OWN ACCOUNT AND CATEGORIZED EITHER AS “ELIGIBLE COUNTERPARTIES”
OR “PROFESSIONAL CLIENTS” WITHIN THE MEANING OF MARKETS IN FINANCIAL INSTRUMENTS DIRECTIVE 2004/39/EC. IT IS NOT DIRECTED AT RETAIL CLIENTS.

Fixed Income FEU GOVIES

EUROPEAN GOVIES ETFs BACK IN POSITIVE
TERRITORY WITH EUR451M OF INFLOWS
MONTHLY NET NEW ASSETS ON EUROPEAN GOVIES ETFs

US GOVIES

OUTFLOWS ON US GOVIES FOR THE FIFTH
CONSECUTIVE MONTH AT EUR210M
MONTHLY NET NEW ASSETS ON US GOVIES ETFs
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INFLATION-LINKED

HALT IN INFLOWS ON INFLATION-LINKED GOVIES
ETFs
MONTHLY NET NEW ASSETS ON INFLATION-LINKED GOVIES ETFs
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EM DEBT ETFs LIMITED THEIR OUTFLOWS
TO EUR335M
MONTHLY NET NEW ASSETS ON EMERGING MARKET DEBT ETFs
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CREDIT MARKET

FLOWS REBOUNDED ON IG CORPORATE BOND
ETFs AT EUR490M AND ON HY BOND ETFs AT
EUR402M

MONTHLY NET NEW ASSETS ON CORPORATE BOND ETFs
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SHORT BOND
STRATEGY

TREND REVERSAL ON SHORT BOND STRATEGY
ETFs WITH EUR249M OF OUTFLOWS
MONTHLY NET NEW ASSETS ON SHORT BOND STRATEGY ETFs
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Sources: Monthly data in EURM from 01/01/2016 until 30/12/2016, Bloomberg, Lyxor
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RISK FACTORS

It is important for potential investors to evaluate the risks described below and in the fund prospectus which can be found on www.lyxoretf.com.

CAPITAL AT RISK: ETFs are tracking instruments: Their risk profile is
similar to a direct investment in the Underlying Index. Investors’ capital is
fully at risk and investors may not get back the amount originally invested.

REPLICATION RISK: The fund objectives might not be reached due to
unexpected events on the underlying markets which will impact the index
calculation and the efficient fund replication.

COUNTERPARTY RISK: Investors are exposed to risks resulting from the
use of an OTC Swap with Societe Generale. In-line with UCITS guidelines,
the exposure to Societe Generale cannot exceed 10% of the total fund
assets. Physically replicated ETFs may have counterparty risk resulting
from the use of a Securities Lending Programme.

UNDERLYING RISK: The Underlying Index of a Lyxor ETF may be
complex and volatile. When investing in commodities, the Underlying Index
is calculated with reference to commodity futures contracts exposing
the investor to a liquidity risk linked to costs such as cost of carry and

IMPORTANT INFORMATION

transportation. ETFs exposed to Emerging Markets carry a greater risk of
potential loss than investment in Developed Markets as they are exposed
to a wide range of unpredictable Emerging Market risks.

CURRENCY RISK: ETFs may be exposed to currency risk if the ETF is
denominated in a currency different to that of the Underlying Index they are
tracking. This means that exchange rate fluctuations could have a negative
or positive effect on returns.

LIQUIDITY RISK: Liquidity is provided by registered market-makers on
the respective stock exchange where the ETF is listed, including Societe
Generale. On exchange liquidity may be limited as a result of a suspension
in the underlying market represented by the Underlying Index tracked by
the ETF; a failure in the systems of one of the relevant stock exchanges,
Societe Generale or other market-maker systems; or an abnormal trading
situation or event.

This document is for the exclusive use of investors acting on their own
account and categorized either as “eligible counterparties” or “professional
clients” within the meaning of Markets in Financial Instruments Directive
2004/39/EC. It is not directed at retail clients. In Switzerland, it is directed
exclusively at qualified investors.

In accordance with MiFID as implemented in France, this publication should
be treated as a marketing communication providing general investment
recommendations. This document has not been prepared in accordance
with regulatory provisions designed to promote the independence of
investment research.

This document is of a commercial nature. It is each investor’s responsibility to
ascertainthat they are authorised to subscribe, orinvestinto this product. Prior
to investing in the product, investors should seek independent financial, tax,
accounting and legal advice. Lyxor UCITS ETFs are French or Luxembourg
open ended mutual investment funds respectively approved by the French
Autorité des Marchés Financiers or by the Luxembourg Commission de
Surveillance du Secteur Financier, and authorized for marketing of their units
or shares in various European countries (the Marketing Countries) pursuant
to the article 93 of the 2009/65/EC Directive. Societe Generale and Lyxor
International Asset Management (LIAM) recommend that investors read
carefully the “risk factors” section of the product’s prospectus and the
“Risk and reward” section of the Key Investor Information Document (KIID).
The prospectus in French for French Lyxor UCITS ETFs and in English for
Luxembourg Lyxor UCITS ETFs and the KIID in the local languages of the
Marketing Countries are available free of charge on www.lyxoretf.com or
upon request to client-services-etf@lyxor.com.

Updated composition of the product’s investment portfolio is available on
www.lyxoretf.com. Indicative net asset value is published on the Reuters
and Bloomberg pages of the products, and might also be mentioned
on the websites of the stock exchanges where the product is listed. The
products are the object of market-making contracts, the purpose of which
is to ensure the liquidity of the products on the exchange, assuming normal
market conditions and normally functioning computer systems. Units of
a specific UCITS ETF managed by an asset manager and purchased on
the secondary market cannot usually be sold directly back to the asset
manager itself. Investors must buy and sell units on a secondary market
with the assistance of an intermediary (e.g. a stockbroker) and may incur
fees for doing so. In addition, investors may pay more than the current net
asset value when buying units and may receive less than the current net
asset value when selling them. These products include a risk of capital
loss. The redemption value of these products may be less than the amount
initially invested. In a worst case scenario, investors could sustain the loss
of their entire investment.

The indexes and the trademarks used in this document are the intellectual
property of index sponsors and/or its licensors. The indexes are used
under license from index sponsors. The Funds based on the indexes are
in no way sponsored, endorsed, sold or promoted by index sponsors and/
or its licensors and neither index sponsors nor its licensors shall have any
liability with respect thereto. The indices referred to herein (the “Index”) are
not sponsored, approved or sold by Societe Generale or Lyxor International
Asset Management (LIAM). Societe Generale and Lyxor International Asset
Management (LIAM) shall not assume any responsibility in this respect.

The accuracy, completeness or relevance of the information which has
been drawn from external sources is not guaranteed although it is drawn
from sources reasonably believed to be reliable. Subject to any applicable
law, Societe Generale and Lyxor International Asset Management (LIAM)
shall not assume any liability in this respect.

This document does not constitute an offer for sale of securities in the
United States of America. Units or shares of the UCITS ETF have not been
and will not be registered under the United States Securities Act of 1933 (as
amended) or the securities laws of any of the States of the United States.

Units or shares may not be offered, sold or delivered directly or indirectly
in the United States, or to or for the account or benefit of any “US Person”.
Any re-offer or resale of any units or shares in the United States or to US
Persons may constitute a violation of US law. The UCITS ETFs will not be
registered under the United States Investment Company Act of 1940, as
amended. Applicants for units or shares will be required to certify that they
are not US Persons. This document does not constitute an offer, or an
invitation to make an offer, from Societe Generale, Lyxor International Asset
Management (LIAM) or any of their respective subsidiaries to purchase
or sell the product referred to herein. Societe Generale is a French credit
institution (bank) authorised by the Autorité de contréle prudentiel et de
résolution (the French Prudential Control Authority). Lyxor International Asset
Management (LIAM) is a French investment management company authorized
by the Autorité des marchés financiers and placed under the regulations of the
UCITS Directive (2009/65/CE).

© COPYRIGHT 2016 LYXOR INTERNATIONAL ASSET MANAGEMENT
ALL RIGHTS RESERVED

Notice to investors in the United Kingdom: This material is issued in the
United Kingdom by Lyxor Asset Management UK LLP, which is authorized
and regulated by the Financial Conduct Authority in the UK under
Registration Number 435658
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