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Adam Bass (00:03):  
This is MSCI Perspectives. I'm your host, Adam Bass, and today is April 16th, 2026.  
(00:11):  
ETFs or exchange traded funds have been around since the early '90s. The first active ETF, on the other 
hand, that's one that is actively managed rather than index-based, would still not be eligible to vote in 
the United States. In other words, younger than 18 years old. And yet, these young upstarts hold $1.7 
trillion in assets under management globally. So it seemed time for us to talk about them and talk about 
one type in particular, fixed income. Now, that's an asset class that many may not associate with active 
ETFs, but here, too, interest and availability have grown. We recently had the opportunity to be a fly on 
the wall as two industry experts talk shop, and I gladly handed the mic over to my colleague, Jarrad 
Linzie, Global Head of Fixed Income Index Research at MSCI. Here's that conversation.  

Jarrad Linzie (01:10):  
Hello, everyone. I'm Jarrad Linzie. I'm excited to be stepping in as the guest host for this episode of MSCI 
Perspectives. I'm not sure it's the best decision by my colleague, Adam, but I think we'll figure it out. 
Joining me today is Jim Jackson, Chief Investment Officer at Victory Income Investors. Jim, great having 
you. How you doing today?  

Jim Jackson (01:34):  
It is great to be here and I'm doing fine. Thank you, Jared.  

Jarrad Linzie (01:38):  
So I was thinking about how to kick this off, and fixed income isn't always known for being the most 
exciting topic, especially when you compare it to the high octane world of equities. But we'll do our best 
to keep this engaging. And if not, guess what? We'll just blame it on duration. So the focus today's 
conversation will really be around ETFs, and primarily around fixed income and the evolution of that. 
And Jim, I'm happy to have you here because I'm sure you're going to have a lot of insight to provide in 
regards to the topic itself. And I'll start with a two-part question. And just to level set a little bit, the 
fixed income ETF market has grown significantly over the past decade, we all know that. We're looking 
at somewhere around two and a half trillion in AUM globally, which is probably about six times larger 
than it was 10 years ago.  
(02:34):  
And if you look at the pathway forward and just extrapolate a little bit over the last five years, by 
2030, you're probably looking at a fixed income ETF market that's at six trillion. So you're effectively 
almost doubling in size as well. And so given that backdrop, how has this evolved? What's the demand? 
Where are we going here? And do you see active starting to go further than maybe on the index side of 
things? And then I would also want to hone in on the active space as well. I have a couple of new 
analysts on my team named Claude and ChatGPT, and it's basically illustrated to me that the amount of 
active ETFs 10 years ago were probably in a realm of like 2%. Now you fast-forward, it's probably 
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somewhere a little bit more than 20%. But again, it'd be good to get a bit more insight on what's fueling 
this respective demand.  

Jim Jackson (03:38):  
Well, Jarrad, that feels like more than a two-part question. So we'll start with the demand for ETFs. We 
have seen the demand for fixed income ETFs grow substantially. And I think one of the best indicators of 
that we've seen is in 2022 when you saw interest rates increase really at the fastest rate we've seen in a 
long time, you still saw net flows into ETFs on the fixed income side. Whereas on the mutual fund side, 
you saw outflows from that product. To me, that's a great indicator of just the secular growth 
that we're seeing in the ETF space. I think there's a few reasons for that. One is the cost is typically lower 
than for a fund. Second, the ease of executing, meaning that you can trade it at any point through today, 
you can set limit orders. It just provides a lot more optionality to invest in those.  
(04:43):  
And then I think it provides for a simple structure of the overall portfolio, where if your stock funds or if 
you're investing in the equity market through ETFs, doing it on the fixed income side is just a simpler 
way to do it rather than mixing and matching. The ETF space on the equity side really has been 
dominated by index-based products. We've seen that on the fixed side, but that is changing. We've seen 
that change quite a bit over the last several years.  

Jarrad Linzie (05:20):  
I know we're not here to talk about equities, but since you touched on it a little bit, because fixed 
income is still predominantly active, more holistically, even though from what we've seen in the market 
as well, it's still predominantly active despite a large portion of any active strategy is beta-driven. In the 
equity space, it's primarily passive, but do you see more and more active strategies being produced on 
the back of it, which is more like [inaudible 00:05:55].  

Jim Jackson (05:55):  
Short answer is yes, we do. I don't have a view. I don't know the scale of it. Just from noticing products 
being offered or being launched, you're seeing a lot more active equity products being launched as well 
as a large amount of active fixed income products being launched.  

Jarrad Linzie (06:16):  
Flipping to that, because the next question is always going to be around the investor base, the buyer 
base of these type of funds in itself. And you can always argue that institutional has always played a 
large role in order to establish the overall ecosystem in itself, but we're starting to see a bit more retail. 
And do you see as much as that? And I'm just keen to get your thoughts on how important is it that we 
have more of the retail base looking at this stuff?  

Jim Jackson (06:50):  
I think it's very important that they are. If you think back on the institutional side, just to give you an 
example, say an insurer has a large amount of funds come in, an insurer will typically invest those assets 
on their own. They have a large credit team. They're looking to underwrite the bonds and put the bonds 
in the strategy that they're going to put them in. Well, the large beta-based ETFs can serve as a holdover 
for that. So that's been a part of the demand on the institutional space. Now, as we move to the retail 
space, what we're seeing is obviously demand for passive fixed income products, but we're seeing a 
large amount of demand for active fixed income products.  
(07:35):  

https://www.rev.com/transcript-editor/shared/H3ZRkDyI8CzmGlDa89qdshWTu4HsZSIjpTfE6u6iMvHR2yaNEgxEnkcUjYO2xeQODhHbE3NPMxOUoeyPTZ7OUV9sEGY?loadFrom=DocumentDeeplink&ts=218.67
https://www.rev.com/transcript-editor/shared/lyuNPqSrA6SufUqfc4guD98bB5cwF3xZXmlab3TUTTYcCkTiGNc70Gr8HbsuNXEj4rna98mkFVCaH6CAeHZeKci_xpQ?loadFrom=DocumentDeeplink&ts=283.56
https://www.rev.com/transcript-editor/shared/aZfW_j95ztGVZiKn6pSW-A7w8ji2nFV7Q2Y6sQGkLPAMu0zZRh4jW3BVhLAdoUN-TaA2SHIHJkFphFZbaNA71hZmBbI?loadFrom=DocumentDeeplink&ts=320.31
https://www.rev.com/transcript-editor/shared/_sOSWk2Ci_bhUN8xnxSh7M36raK3rQ5J9LCmH1n5yST6CiUyNfLuP8ZEPwfCC0zowfMZ63HWsLuDdEjmY4sbvWjb-WA?loadFrom=DocumentDeeplink&ts=355.17
https://www.rev.com/transcript-editor/shared/hqxmjOntgiuYQ9gJtfuDrOjuOAEwwZz0PRmVwFZdArfR2Tow30uXnT1nlEskBu3MruCiO-AizbIRuHaiFxDh7vDi1iA?loadFrom=DocumentDeeplink&ts=376.98
https://www.rev.com/transcript-editor/shared/QR1X0qtLfLiXO5gX7mSphbatXQuyfiPTIw6mKChR37os9db4vMGZcfXc1XyKSXAgaV7tvyN6Hd3LGBMs0HVmJqQ8K7U?loadFrom=DocumentDeeplink&ts=410.46
https://www.rev.com/transcript-editor/shared/TMHbski8F9LWNZ5Pfwqc4tFLIIrZz9CSoXGZ2qPLywWstmcq9BKS07Y8j6UXUk3v7S-huKjYWwX-HskZL3d3HiKygE4?loadFrom=DocumentDeeplink&ts=455.58


 

Information Classification: GENERAL 

So a lot of retail buyers, particularly on the wealth side, that historically had used active fixed income 
mutual funds, they are comfortable with active funds. That's what they prefer for their clients generally. 
And when they're allocating now, we're seeing a lot of that money instead of going into funds, going 
into active fixed income ETFs. So I think the introduction or the increase in active fund offerings in fixed 
income in the ETF format has really been a response to demand on the retail side.  

Jarrad Linzie (08:14):  
And I would almost want to double click a little bit on the mutual fund versus ETF business, because you 
alluded to it a little bit at the beginning where it's more cost-effective to be on the ETF side, but 
obviously there's going to be some benefits on the mutual fund side. I'm sure you, as well as a lot of 
your peers in the market, are struggling with the balancing act of both. How do you not cannibalize your 
mutual fund business that will naturally have higher fees, but at the same time, make sure that you 
adapt to your client base on the ETF side and adhere to them as well?  

Jim Jackson (08:54):  
I think that in a lot of cases, there are different buyers. So if you're in a mutual fund space, where you 
will see a fund and not an ETF is in someone's 401k, for example. That will be a mutual fund where every 
two weeks money's putting in, the coupon payments off of those funds are being reinvested back into 
the fund without any sort of action taken. So I think there's always going to be a market for a mutual 
fund type product. What we're generally not seeing in any meaningful way, at least with just within our 
client base, are people selling out of mutual funds to buy the ETFs. A lot of what we're seeing in the ETF 
space is winning new clients that are moving maybe from passive ETFs or moving from other active 
funds that are moving to an active ETF. We're just not seeing a lot of our existing client base rotate from 
mutual funds to ETFs. That doesn't mean it's not happening in other parts of the industry. It's simply not 
something we're seeing a lot of with our client base.  

Jarrad Linzie (10:03):  
And maybe like you just said, it's new money coming into the space as well, because from some of our 
discussions with asset owners, we're seeing an increased allocation to index type funds. Now, 
interesting enough, and index type funds, meaning ETFs as opposed to just your pure SMAs, but index 
type funds, and then even more of an allocation toward active as well. So they're going in and say, "All 
right, well, we have this overall allocation toward fixed income in the mutual fund space, but now we 
want to, especially when we think about new money coming into the ecosystem, we want to allocate 
more toward X, Y, and Z." So I totally understand and I get your point about maybe there isn't a shift as 
opposed to new money coming in into the space as well.  

Jim Jackson (10:50):  
Well, and actually what we've seen since rates moved up in 2022 is we've seen the resumption across 
the industry of positive net flows in fixed income to both mutual funds and ETFs. So just because one is 
gaining share relative to one other doesn't mean that they both can't grow and experience positive net 
flow.  

Jarrad Linzie (11:16):  
That's the beauty of fixed income, it's big enough, in order to substantiate all of that respective growth. I 
want to go back a little bit because we started off talking about the overall ETF market. We talk 
about index a little bit, but obviously the growth of active is really paramount here. You can argue that 
when we think about just the flows in general, 40% of the new ETF flows are geared toward active as 
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opposed to index strategies, which is very much eyeopening and interesting at the same time, because 
then it really means that you can do things outside of just your norm.  
(11:57):  
But when we think about active, how do you define active and how would you manage a fixed income 
allocation actively? You can go and have some examples on the rate side or on the credit side, 
but it'd be good to get a better understanding on your true definition of an active ETF strategy. 
Because at the moment, I think people are still trying to figure that out. What is active? Is it systematic 
where it still is rules-based or is it a beta-enhanced product? Is that active? Or is it someone really 
looking at it more holistically and being able to be a good stock picker and manage certain risk?  

Jim Jackson (12:40):  
Well, I think it could be all three of the examples that you laid out. I could just tell you how we think 
about it. So I'd say for us, there are probably four components of how we view active. I'd say the first is 
that an active strategy's intent is to outperform a benchmark. So if we're managing a Core or Core Plus 
bond strategy, they're typically looking to outperform the Agg or some other type of product similar to 
that.  
(13:14):  
Second, I think an active strategy in fixed income will allocate across various asset types, so 
whether it's corporates, treasuries, agency, MBS, those types of asset classes, based on how they are 
trading and pricing risk relative to one another. Whereas a passive strategy will allocate typically across 
those asset classes based on who has issued the most debt within the rules of the index.  
(13:44):  
The third way that we think defines active management is it will select securities and size them based on 
our underlying credit research. So we have a credit research team that researches every bond that we 
buy. Our purchase and sell choices are based on that research, but also how we size those holdings as 
well. In a passive type product, how much of any particular issuer that's held in the index depends on 
how much has been issued within the rules of the index. And the fourth way is that our active approach 
will really look to allocate across different credit ratings in a way that's based on both compensation for 
credit risk and what our fundamental underwriting leads us to choose as far as whether we're holding 
more single A rated bonds versus AA rated bonds. So that's how we're looking at it.  
(14:45):  
I would say that the way that others in the industry will look at it that we don't use on our team 
is they'll look to make a bet along the curve. So they'll have a view of whether rates go up or rates go 
down. They will look to at non-dollar debt, other sovereign debt besides US. So different ways that we 
think are either not reliable ways or ways that we don't have confidence that the risk can be fully 
underwritten to add an active component in those areas.  

Jarrad Linzie (15:22):  
And I guess, especially from the credit side, it's one thing to be a good stock picker, use a lot of the 
fundamental data and make sure you have a bit of insight and transparency, as well as liquidity. But one 
of the bigger components of any fixed income portfolio is interest rate risk. It'd be great to hone in 
on your thoughts on interest rate risk just a bit.  

Jim Jackson (15:49):  
Sure. We have pretty firm views on this on our team. We believe that there are precisely zero members 
in the interest rate risk forecasting Hall of Fame. No one is there. And we have the benefit that the 
data backs that up. So all of our strategies look to deliver to our clients an interest rate risk consistent 
with our interest rate risk target. Most of the time that is holding the level of interest rate risk very 

https://www.rev.com/transcript-editor/shared/K3FaDPDG2oLM0VL4t4r9keG2oNU8AxjRxAHd3eC7rPkOBdhq3z_fwx5Og2TNqVmuh-RCQd5ybBBUqlano9vCOg_kO1M?loadFrom=DocumentDeeplink&ts=717.21
https://www.rev.com/transcript-editor/shared/G3gP0sF4ubM7-HeJhgBNCnRs_u3kL9Unrea2g9T48kFjIsqGqHBTPFreuSmUAv7jLO0rzF08D2G4W2JGjaVA4shN2bI?loadFrom=DocumentDeeplink&ts=760.08
https://www.rev.com/transcript-editor/shared/VlK_vUgMzg5kANKhJ9bXwHnz-rEGjt5SD4SgP-WhcgrXQw5XOmFxq6VJPzq3zCGglYGmsejj3dAPtj5EJkUL1FFqTFY?loadFrom=DocumentDeeplink&ts=794.25
https://www.rev.com/transcript-editor/shared/Xc3F5J7ifd1EoffV2AHsI0IMCu5gS9N7Wf7mZ6zFaN-kWSYZlv1pwTHLj9rT8Cj2iWf4iCuIJP0rLJ-HKi0LrvIAkHQ?loadFrom=DocumentDeeplink&ts=824.49
https://www.rev.com/transcript-editor/shared/mOayB3gcslIcexmdR0VmOhLvxwMcjxCaB9FBeoFHazjOAsb4DulgW2MlprH4OI5wrm9__VZdThzeD4se79w1cXNXWn8?loadFrom=DocumentDeeplink&ts=885.39
https://www.rev.com/transcript-editor/shared/KXccxzp7wiMw9Cxu-oBjV5PMF1RxvhJCtn5lOYIrvReBvK2B2Uo1Ih8Q1DYgIqJnYm_yLAF7KBlKRy1zlScu1iwFnVE?loadFrom=DocumentDeeplink&ts=922.59
https://www.rev.com/transcript-editor/shared/PrLrbUBkng6lvshQJrajlfAxa81cGKx2XaBHz66wRSa1rBOkJuBCt6nwGbonckf6CfUAkI4f0gcjJ-JcgCC_8HLC9Ro?loadFrom=DocumentDeeplink&ts=949.08


 

Information Classification: GENERAL 

close to the benchmark, simply because we think that's not a reliable way for us to use active 
management to generate returns in excess of a passive benchmark.  

Jarrad Linzie (16:35):  
Yeah, that's fair. And I do think that there's going to be a level of scrutiny on just your traditional 
benchmarks as it stands today. I've been in the industry of creating benchmarks for nearly 
three decades, and obviously the benchmarks that are in existence today are legacy. And some of those 
criteria are only looking at, well, all of them are typically looking at debt issuance effectively, but there's 
other mechanics that we could also embed to have a smarter type of benchmark in itself. So look for 
us at MSCI to create a index 2.0 when we think about overall fixed income. But the idea is to make 
things continuously transparent, liquid, to strengthen the ecosystem. Because some of the pain points, 
when you think about some of these broader benchmarks is that, well, it's not really executable. You 
have 30,000 bonds in an index, could you really execute on all of them? How much basis risk am I taking 
because my fund starting is only a hundred million dollars and I need to replicate exactly X, Y, and 
Z? So look for that.  
(17:44):  
And as we look for enhancements to the asset class, especially when we think about ETFs, what do you 
think are some interesting things that you're starting to see in terms of new product development? 
Because traditionally it's always been around, all right, well, US treasuries, we're going to do 
global govies or we're going to do investment grade credit, high yield credit. But now you're starting to 
see really more interesting things where it's more systematic strategies that are 
being launched or it's more like a sector rotation type of strategies. I think there's a bit more innovation, 
and maybe it's taking cues from the equity space at the same time and maybe even starting to think 
about, well, a combination of equities and fixed income from an issuer perspective. Like for example, 
have Apple on the equity side and Apple on all their fixed income debt and combine that.  
(18:39):  
But I'm keen to get your thoughts on where do you think that's going to go? And then as a second part, 
and this is more of a curveball type of question, Jim: the whole idea of tokenization, it's something that 
everyone is really honing in on and trying to at least form up a task force, but keen to get your thoughts 
overall.  

Jim Jackson (19:03):  
So it's an excellent curveball question, Jarrad. So I'll save that till the end. I'd say as far as product 
innovation that we've seen or that we're starting to see, the systematic approach on the fixed income 
side, that's been discussed for at least a decade. And I think that the challenge has been... And 
we haven't seen anything that's particularly attractive to us. And I think the biggest challenge in fixed 
income relative to stocks is that you have to be able to execute on those trades. Sometimes you might 
not be able to find the bonds, sometimes you might not be able to find them on parts of the curve 
where you want to be, or the cost to implement might be higher. And I think a big part of that is simply 
that the return drivers in fixed income are different than in stocks. In stocks, you're typically relying on 
just a handful of names to drive the total return of any sort of index.  
(20:08):  
In fixed income, it's much more driven by the incremental, over time anyway, the incremental yield that 
you can generate. So if you look over really long periods of time, the drivers of fixed income are pretty 
clear as long as you don't make an interest rate bet. So if your duration of your portfolio is five, 
and you're keeping it a five, as you extend the time period, really the primary driver of returns over time 
is the income that you generate. And then the dispersion of returns across different types of bonds is 
much lower. So the value of the systematic approach, looking to identify mispriced securities is much 
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less an, I'm not convinced that it overwhelms the cost to implement. As far as other things 
that we're seeing as far as product launches, or at least product discussions, and I think this is really 
driven by the client base, is how do you introduce private credit products within an ETF?  
(21:15):  
Now, there's certain rules within an ETF that limit the exposure that you can have for those. I say that 
has been a difficult challenge and the market is still figuring out how they can combine those two types 
of asset classes into one product. Also, I think some of the challenges that we're seeing in private credit 
now might actually reduce the demand to create that type of product as well. The last thing that I think 
actually has some benefit for clients is fixed income asset managers creating model portfolios out of 
their underlying ETFs. So fixed income is really objective driven. What do you want to accomplish with 
your fixed income holdings? Do you want to generate income? Do you want to keep credit and interest 
rate risk low, preserve the capital that you have? So given those goals, how you construct a fixed income 
portfolio can differ quite a bit.  
(22:16):  
So we think there's space in the market for the creation of model portfolios to achieve client goals. 
And also we see, too, is that from a client base, there's a lot of misunderstandings and 
uncertainty regarding how I should build a fixed income portfolio either for yourself or for your 
client. So I think that creating portfolios that help a client achieve certain portfolio goals probably goes a 
long way to what really we all should be striving to do is to provide the right solution to the right client 
at the right time.  

Jarrad Linzie (22:53):  
Yeah, no, I totally agree with that, Jim. And interesting enough, we've been having a lot of 
discussions around wealth and retirees. And typically when they come to fixed income, they're like, "Oh, 
well, we want income. Let's just go to high yield and call it a day." But in reality, if you're a retiree, do 
you really want to have default risk within your income portfolio? So we've designed some strategies 
that really hone in on your triple Bs and double Bs as an example, and then being able to tilt the income 
portion of that so that you maximize it, but you really limit the amount of default risk, which doesn't 
make sense for individuals that are retiring and looking to actually use that as income.  

Jim Jackson (23:39):  
Sure. When you look at starting yield compared to the annualized return over time, the dispersion of 
those returns in high yield is much higher than you see on the IG side where it's a very, very tight fit 
between starting yield and annualized return over time.  

Jarrad Linzie (23:59):  
Well, Jim, thank you for the discussion. It's been very engaging. We should definitely have a follow-up on 
the private credit space, because I do think that there is an evolution, and we are even working on, at 
MSCI, of how to create more transparency with private credit. Because it comes up, I would say more 
than a few times a week for me that's dedicated in the public space. Whether you speak to consultants, 
asset owners, my contractor effectively is like, "Oh, well, I want private credit." Because all they think 
about is the added juice in regards to it. Now, obviously there's liquidity concerns etc when we think 
about private credit, but it is appealing to a lot of asset managers as well as the retail space. So we 
should double click on that.  

Jim Jackson (24:51):  
I would be happy to do that. I think there's a trade-off between public and private credit that the last 10 
years may have indicated that that trade-off did not exist, but I'm a firm believer in that you need to get 
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paid for credit risk and you need to get paid for illiquidity. And I think we're finding some of that out, at 
least in the last few months.  

Jarrad Linzie (25:15):  
Oh, yeah. Oh, yeah. Excellent. Well, thanks again and looking forward to the ongoing engagement.  

Jim Jackson (25:22):  
Great. Thanks, Jarrad.  

Adam Bass (25:24):  
That's all for this episode. Our thanks to Jim and Jarrad for their insights, and of course, to Jarrad for 
returning my microphone in excellent condition. For more about fixed income indexes and the role they 
can play for those developing ETFs and other investments, visit msci.com. We also invite you to 
subscribe, like, or leave a comment on whichever podcast platform you're listening on. It's always great 
to hear from you. Until next time, I'm your host, Adam Bass, and this is MSEI 
Perspectives. Thanks for listening.  
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