PMX

The rise and rise of the actively
managed ETF

By Riccardo Peretti

Actively managed exchange-traded funds (AMETFs) have become a recent hot topic in the
investment world, combining the benefits of traditional unit trust funds with the flexibility of ETFs.
Unlike the more familiar passive ETFs, which track a specific index, actively managed ETFs are run
by portfolio managers who actively make decisions about asset allocation and security selection
in an effort to outperform a benchmark index. This more hands-on approach strives to adapt to
market conditions and seize opportunities as they arise.

The rise in popularity

Whilst not exactly new to the market (Bear Sterns launched the first AMETF in 2008, just before
the Global Financial Crisis), regulatory red tape in the United States changed dramatically in 2019,
making it easier to launch AMETFs, and the rest of the globe followed suit. Locally, the JSE
introduced regulations in late 2022, allowing the use of AMETFs, with the first listing taking place
in May 2023.

Since 2019, actively managed ETFs globally have seen a significant rise in popularity: of the 1,764
AMETFs currently listed on US markets, 85% were listed since 2020. By comparison, 30% of
index-tracking ETFs were listed during that period.

Figure 1: ETF Listings per year in the USA
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Source: Morningstar Direct. Data as of 15 November 2024.
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Investors have followed suit too; from the beginning of 2019 through October 2024, investors moved
$603 billion into AMETFs. While in the first 10 months of 2024, AMETFs took in $225 billion, while
$582 billion flowed into index-tracking ETFs.

Figure 2: Flows into active and passive ETFs
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Source: Morningstar Direct. Data as of 31 October 2024.

According to data provider ETFGI, assets in AMETFs worldwide surpassed a record $1 trillion at the
end of August.

The South African market has caught onto the global trend and is steadily gaining traction. The JSE
now has 20 listed
AMETFs; 10 of those listings taking place in the second half of 2024 alone.

The appeal lies in the combination of active management and the ETF structure, which offers easier
accessibility, intraday liquidity, higher transparency, and typically lower costs compared to
traditional unit trusts. Investors are attracted to the potential for higher returns that active
management promises, especially in volatile markets where a skilled manager can make a
significant difference.

Why actively managed ETFs?

» Potential for higher returns: The primary advantage of actively managed ETFs is the potential to
outperform the market. Skilled managers can identify opportunities and adjust holdings to
mitigate risks. However, there is a risk that the manager's decisions may not lead to
outperformance, and in some cases, the fund may underperform the market.
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« Availability and liquidity: Anyone with a stock broking account can access a listed AMETF,
without having to open accounts with the fund provider or third-party LISPs. ETFs are traded
throughout the day on stock exchanges, providing investors with the flexibility to buy and sell
shares at market prices, unlike unit trusts which are only priced at the end of the trading day.

» Transparency: Actively managed ETFs typically disclose their holdings on a daily or monthly
basis, offering greater transparency compared to unit trusts which might only disclose quarterly.

» Costs: While passive ETFs are known for their cost efficiencies, actively managed ETFs tend to
have higher expense ratios than their passive counterparts due to the active management
component. On the flip side, there are no differentiating fee classes, and all investors are treated
equally despite the size of an investment. This fee could also be lower than what retail investors
would otherwise be able to access in the form of a unit trust.

Figure 3: Primary reasons for investing in actively managed ETFS?
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Source: 2024 Trackinsight Global Survey, NORAM = North America, EMEA = Europe, Middle East and Africa

Who Suits Actively Managed ETFs?

Actively managed ETFs are well-suited for investors who are looking for the potential to achieve
higher returns and are willing to take on additional risk. They are ideal for those who believe in the
expertise of portfolio managers and want to benefit from active strategies along with the ease of
access via an exchange. These ETFs can be particularly attractive to investors seeking exposure to
specific sectors, regions, or themes where active management can add significant value.

One option available on the JSE is the PortfolioMetrix Active Income Prescient AMETF (PMXINC).
This fund is managed by a team with a track record of protecting against losses over 12 months while
achieving significant gains compared to its benchmark and peers in the sector. Investors can expect
a current yield of over 11%, making it an attractive choice for those seeking high income returns.
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This AMETF is suitable for various investment vehicles like Retirement Annuities (RAs), Living
Annuities (LAs), and TaxFree Savings Accounts (TFSAs), where tax efficiency and growth potential
are important factors.

The future of AMETFs

The rise of actively managed ETFs represents a significant shift in the investment landscape,
offering a blend of active management with the structural advantages of ETFs. While they come with
their own set of risks, the potential benefits make them an appealing option for a wide range of
investors. As they continue to grow in popularity, actively managed ETFs are likely to play an
increasingly important role in investment strategies across the globe

Figure 4: Global active ETF assets projected to reach $4T by 2030
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Source: BlackRock, as of June 30, 2024. The 2024 number is actual through the first half of the year. Estimates are for
global figures and include 2027 and 2030 scenario calculations based on proprietary research by BlackRock Global
Product Solutions. Subject to change. The figures are for illustrative purposes only and there is no guarantee the
projections will come to pass.

Research references are illustrative only and based on historical data/simulated. Outcomes vary, and no
strategy guarantees improved returns or eliminates risk. Requlatory changes may affect allocation but do not
remove risk or guarantee outcomes. Offshore investments carry currency and market risk. Investors should
consider their objectives and risk profile before investing.
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DISCLAIMERS

This publication is provided for information purposes only and does not constitute financial, legal, tax,
investment or other professional advice, nor does it constitute a solicitation or an offer to invest. It
should not be relied upon as such and PortfolioMetrix accepts no liability for any loss arising from
reliance on the information contained herein.

If you are a retail investor, your financial adviser can assist in explaining the information provided.

Investments are subject to market risk, including the possible loss of capital. The value of investments
and any income derived from them may fall as well as rise, and investors may not recover the amount
originally invested.

Past performance, forecasts, research outcomes, expected returns, or expected volatilities are not
reliable indicators of future results and are not guaranteed. Asset allocation and rebalancing
strategies may perform differently across market conditions and do not guarantee improved
outcomes.

Third-party information is believed to be reliable but has not been independently verified and may be
subject to change. Portfolio holdings and asset allocations may change at any time without notice.
PortfolioMetrix may have an interest in the strategies referenced and may receive fees in relation
thereto.

Full calculation methodology is available on request.

PortfolioMetrix Asset Management SA (Pty) Ltd is an authorised Financial Services Provider in South
Africa, requlated under the Financial Advisory and Intermediary Services Act 37 of 2002 (FSP No:
42383). It is a limited liability company registered in South Africa under company number
2006/026054/07.

PortfolioMetrix Asset Management Ltd is authorised and requlated by the Financial Conduct Authority
(Firm Ref: 564162).

Fermat Point Ltd trading as PortfolioMetrix Ireland is regulated by the Central Bank of Ireland.

© 2026 Morningstar. All Rights Reserved. The information contained herein: (1) is proprietary to
Morningstar and/or its content providers; (2) may not be copied or distributed; and (3) is not warranted
to be accurate, complete or timely. Neither Morningstar nor its content providers are responsible for
any damages or losses arising from any use of this information. Past performance is no guarantee of
future results.
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ABOUT PORTFOLIOMETRIX

PortfolioMetrix is a global investment management business. Launched in 2010, we continue to support and empower
advisers to provide bespoke and scalable investment solutions to their clients. Our proprietary integrated technology
platform and investment management capability are the cornerstones to our offering. Our investment proposition
focuses on sound asset allocation theory and pragmatic, common sense implementation to create reliable investment
strategies across asset classes and multi asset portfolios. Our pioneering efforts have been recognised through multiple
industry awards, including those for innovation, investment performance and process, disruption, client service and
adviser satisfaction.
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