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DISRUPTION
IN ACTION



DISRUPTION
Technology-driven disruption and disintermediation have turbocharged 
Josef Schumpeter’s more gradual view of capitalism’s creative destruction 
and evolution. The pace of change is speeding up. Who can imagine life 
without smart phones, even though those pocket computers have only been 
around for a decade? Entire industries are being upended in ways 
investors need to understand in order to identify the winners and losers. 
Automobiles, healthcare and retail are three sectors in the front 
lines of creative destruction and transformation, while new technology 
and regulation could alter how institutions access liquidity in the credit 
markets. Our analysts describe what the changes mean for investors.
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With battery electric vehicles (BEVs) 
rapidly approaching cost parity with 
internal combustion engines (ICEs), 
investors should be aware of the 
implications for the auto industry 
and its upstream partners — from 
raw materials mining and 
semiconductors to the utilities that 
support the charging infrastructure. 
In the future landscape of mobility 
services and autonomous vehicles, 
the very idea of owning and driving 
cars will change.

As countries announce plans to ban 
sales of fossil fuel–powered ICEs to 
tackle air pollution, and battery 
costs fall faster than expected, 
Tesla’s progress in making BEVs 
popular and affordable is forcing 
auto industry leaders like 
Volkswagen, Toyota and Volvo to 
radically change their business plans. 
In our view, the path for BEVs to take 
the lead over ICEs is open, but there 
are hurdles to further market 
penetration that must be cleared. 
Consumers will adopt BEVs when the 
cars are well designed, with range at 
competitive cost and access to fast 
charging stations.

Range Anxiety
More efficient battery technologies 
could mollify consumers’ 
understandable anxiety about 
purchasing electric vehicles with 
limited driving range. For a lithium-
ion battery to be cost effective 
relative to an ICE, it would need a 
range of around 300 miles at a price 
of $100 per kilowatt hour (kWh).1 
Based on the long and steady history 
of improvements in battery 
chemistry and gains in production 
efficiency, cost parity between BEVs 
and ICEs could be reached by 2022 or 
2023 (see Figure 1).

Figure 1 Energy Density and Cost Reduction of Electric Vehicle Batteries by Generation
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Electric Vehicles Drive Change 
in the Auto Industry
JOHN SAAGER

State Street Global Advisors 3



Charging 
Infrastructure 
and Efficiency
To allow wider use of BEVs over ICEs, 
significant capital expenditures will 
be required to provide adequate 
access to fast charging stations.2 The 
infrastructure improvement process 
has made a promising start, as the 
Environmental Protection Agency’s 
diesel emissions settlement with 
Volkswagen has mandated that $2 
billion be spent on the construction 
of charging stations throughout the 
US. In addition, we have observed 
broad government commitments 
to expanding charging station 
networks globally in the coming 
years (see Figure 2).

BEV charging stations must also 
shorten the time to repower. Even 
the industry-leading Superchargers 
exclusive to Tesla take at least 30 
minutes to fully recharge their 
batteries. So a 1000-mile trip would 
still take longer in a 300-mile range 
BEV than in a conventional ICE.

Figure 2 Electric Vehicle Charging Station Networks will Expand 

Source: IHS, China’s 13th Five-Year Plan, US Department of Energy, 
Berenberg estimates as of February 10, 2016.
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Industry 
Realignment
Despite these obstacles, automakers 
have shifted gears to increase the 
variety of BEVs in development and 
on the market. Volvo has even 
announced that it will discontinue 
the production of pure ICE vehicles 
starting with its new models in 2019. 
This trend is likely to persist as global 
environmental regulations continue 
to tighten and consumer preferences 
shift toward the technologically 
advanced, socially responsible and 
increasingly fashionable BEVs.

As we see it, investors should 
recognize that the surge in BEV 
adoption will have massive 
implications for many different 
industries. Miners of raw materials 
used in batteries — including lithium, 
nickel, copper and cobalt — should 
experience positive fallout, along 
with producers of the chemicals, 
semiconductors, anodes and 
cathodes needed to meet increased 
demand from battery manufacturers. 
The benefits of rising BEV 
production may not be a boon to 
battery manufacturers themselves, 

however, as high government 
subsidies in Korea, Japan and China 
will likely keep competitors’ returns 
down despite the massive ramping up 
of both supply and demand.

Drilling and distribution of fossil 
fuels for ICEs will eventually be 
challenged by the transition from 
refueling to charging stations, 
although not for some time. Even 
with our ahead-of-consensus 
estimates for 8% to 12% BEV 
penetration by 2025, we expect that 
sales of cars with at least partially 
gas-powered engines will actually be 
higher in 2025 than today. What will 
likely change is that the gains in 
sales will be slower than their 
traditional pace in line with GDP 
and population growth.

Truly viable BEVs would clear a 
major roadblock to the development 
of autonomous vehicles by allowing 
them to be recharged cheaply and 
quickly while not in use. This in turn 
could accelerate the trend to replace 
car ownership with fleet vehicles for 
ride-sharing apps and other mobility 
services. While reliable self-driving 
technology may still take many years 
to perfect, we agree with the futurists 

that when it becomes widely 
available, it will pave the way for even 
more disruption in the auto industry.

In the meantime, we believe the 
better way to ride through these 
transformations is to go upstream 
in the value chain where there is 
already demand, rather than in the 
automobile industry itself. For 
example, we would look in the 
materials sector for companies that 
mine the lithium compounds used in 
batteries or in the technology sector 
for semiconductors and other 
devices. We expect to see little return 
among the automakers that have to 
invest so much capital to change their 
entire manufacturing processes, 
while automotive suppliers are at a 
point in the cycle where their 
valuations are stretched.

1 Estimates on cell costs vary, but we estimate that 
Tesla is somewhere in the $105–$115 per kWH 
range, with traditional automakers coming in near 
the $140–$150 range.

2 According to Matt Teske, 20-year automotive 
industry veteran, BEV marketing/strategy consultant 
and founder of Chargeway (www.chargeway.
net). While slower charging stations with only 1–2 
plugs rated at 50 kilowatts can cost as little as 
$50,000, each of Tesla’s supercharging stations with 
4–8 plugs rated at 120 kilowatts is estimated at 
$450,000.
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One of the sectors most affected by 
technological disruption and 
disintermediation is healthcare. 
Advances in technology and big data 
are expected to help accelerate the 
process of discovering the next 
blockbuster cure, even as the 
industry itself undergoes 
unprecedented consolidation and 
convergence. Pricing pressures are 
forcing the adoption of new business 
models that reduce intermediaries 
and emphasize efficiencies of scale 
and cost structures.

Despite new technologies, drug 
development remains a lengthy, 
expensive and highly risky process. 
The research and development 
(R&D) lifecycle for advancing new 
drugs through multi-stage testing 

and approvals still takes 10–15 years 
at a whopping average cost of USD 
2.5 billion — and only 5% of 
compounds make it through to the 
end. Adding to big pharma’s cost 
pressures are those products close 
to the end of their patent protection 
cycles. Moreover, the huge growth in 
healthcare costs in markets like the 
US is putting pressure on drug 
makers to lower prices. 

Taken together, these forces have 
helped drive periodic waves of 
merger and acquisition (M&A) 
activity in the sector over the past 
25 years. In total, there have been 
close to 600 deals, each with a value 
above USD 1 billion, during this 
period. While M&A in healthcare 
tends to be less dilutive than in other 

sectors, there is still a large 
dispersion in outcomes (see 
Figure 1). According to our analysis, 
we estimate that around 40%–50% 
of deals actually destroy shareholder 
value. Each transaction must be 
considered on its own merits, of 
course, but we found that deals 
focused solely on cost-cutting 
tended to be unsuccessful.

Innovate or Die
In our experience, the most 
successful deals have focused on 
innovation and growth, rather than 
cost-cutting. Obviously if companies 
overpay for acquisitions, that 
destroys value as well. But with the 
cost of developing drugs so high, 

Figure 1 Does Healthcare M&A Add Value?

-100

200

Excess Returns for Acquisitive Firms (3 years post deal) % change by quintile

0

100

1st Quantile 2nd Quantile 3rd Quantile 4th Quantile 5th Quantile

Source: “Worth the Premium? A Systematic Approach for Assessing Acquisition Skill” by Tom Hillman and Chris Morck, Credit Suisse HOLT, January 2015. 

Healthcare M&A as the New R&D
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many companies have found that 
acquiring an advanced drug pipeline 
and innovative therapies is one of the 
most cost-efficient ways to bypass 
years of research and billions 
of dollars spent on development. For 
many companies, we believe M&A 
has become the quickest and 
cheapest path to effective R&D. 
Acquiring new compounds that are 
more advanced in the R&D process 
can also be an effective way for 
companies to offset the declines in 
revenue from products whose patent 
protection is expiring (see Figure 2).

Game-Changing 
Therapies
So what are the more promising 
areas of drug innovation? We think 
the revolution in immunotherapy for 
cancer treatment offers some of the 
most exciting game-changing 
therapies. The first generation 
involves a new wave of drugs that can 
prime the immune system to seek out 
and destroy cancer cells, potentially 
improving cure rates and extending 
life expectancy for patients with 
certain types of tumors.

For example, through Roche’s 
involvement with Genentech — first 
acquiring a majority stake in 1990 
and then buying out the minority 
shareholders in 2009 — its clinics 
have discovered, developed and 
launched many monoclonal 
antibodies that have become the 
standard of care in the fight against 
cancer, including blockbusters like 
Herceptin, Avastin and Rituxan.

Another milestone M&A deal in 
oncology was Merck’s acquisition of 
Schering Plough in 2009, gaining 
access to a patented antibody 

1 FDA Approved DrugDrug Discovery
10,000 compounds

Preclinical
250 compounds

Clinical Trials
5 compounds

FDA Review

Figure 2 Leapfrogging the R&D Timeline

TYPICAL R&D TIMELINE ~ 15 YEARS

R&D TIMELINE WITH M&A ~ 5 YEARS 

M&A can help companies 
leapfrog over several stages 
of the drug R&D cycle. It is also: 

• LOW RISK 
• COST EFFECTIVE
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compound discovered by Organon, 
which Schering had acquired from 
Akzo Nobel in 2007. That compound, 
Keytruda, has been taken through 
the R&D process by Merck, approved 
for a range of tumors by the FDA and 
been on the market for three years, 
with sales projected to hit USD 11 
billion by 2022.1

Thanks to these acquisitions, Roche 
and Merck are likely to be major 
players in the next wave of therapies 
for cancer and other rare conditions, 
which may involve techniques like 
gene editing that hold the promise of 
not just treating but curing disease. 
Such curative approaches may 
initially be more expensive than 
current standards of care, but may 
lead to longer-term savings to the 
healthcare system as patients who 
get better will no longer require 
treatment for chronic conditions.

Finding the 
Winners
Despite a more recent slowing of 
M&A activity in the healthcare 
sector, we believe companies will 
continue to consolidate and 
restructure because of persistent 
price-cutting pressures. Healthcare 
is one of the last sectors to rationalize 
its supply chains, so we expect to see 
new business models developing that 
will also include service rationing to 
keep costs down.

In drug and device development, we 
expect the most successful 
companies will be those that can 
harness innovation through M&A 
and are adept at integrating the 
acquisition. They will be better 
protected against pricing pressures. 
At the same time, companies that fail 
to innovate will be negatively 
affected in an outsized way.

We think large-cap biotech can be an 
attractive area of opportunity, as 
bigger companies may be better 
positioned to expedite the regulatory 
approval and patent processes. And 
with deeper distribution networks 
for selling their newly acquired 
innovations to a wider audience, they 
can accelerate revenue generation to 
offset the high costs of R&D. With 
populations aging around the world, 
the sector will continue to enjoy 
strong tailwinds. The individual 
winners will be those who use 
innovation to keep their pipelines 
filled, lower their costs and grow 
their revenue base.
1 Bloomberg consensus estimate as of August 10, 2017.
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New Ways to Make the 
Consumer Connection
JEFFREY LOOBY & MICHAEL NEFT

Figure 1 Shoppers Go Online for Convenience, Pricing and Availability 

REASONS CONSUMERS 
SHOP ONLINE* 
(Averages shown in percents)

CONVENIENCE BETTER PRICE 
NOT AVAILABLE 

IN LOCAL STORES
OTHER 

REASON
BETTER 

QUALITY

53.9 29.6 10.6 3.0 1.8

Averages Breakdown

Groceries or personal care itemsa 48.3 29.2 12.5 5.5 2.4

Clothingb 45.5 28.6 19.2 2.9 2.4

Furniture or household goodsc 40.7 39.7 12.3 3.0 2.9

Electronics or appliancesd 38.3 50.5 6.8 1.8 2.0

Books, music or DVDse 48.7 34.9 12.0 2.3 1.5

Travel-related items  
(plane tickets, hotel rooms)f 58.9 29.4 8.5 1.8 1.0

Tickets to live events, like sporting 
events, concerts or moviesg 68.5 14.4 12.7 2.5 1.2

Food delivery or carryouth 82.2 10.3 1.0 3.9 1.1

Source: Board of Governors of the Federal Reserve System, “Report on the Economic Well-Being of US Households in 2016,” May 2017.
Note: Number of unweighted respondents = 1938 (a); 3403 (b); 1580 (c); 2193 (d); 2906 (e); 2855 (f); 2017 (g); 2088 (h).
* Response to a survey question.
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Disintermediation of the value chain 
and personalization of products and 
services will change everything about 
the customer’s experience of buying. 
This will fundamentally alter what it 
takes to be profitable in the consumer 
sector and influence the types of 
companies investors should consider.

Amazon is king of the hill now. When 
it comes to selling standardized 
goods out of centralized distribution 
centers, we would argue that no one 
— not even Wal-Mart — offers greater 
choice and convenience at lower cost, 
which are by far the primary reasons 
that shoppers go online (see Figure 1).

Growing from an online bookseller to 
the largest supplier of cloud services,1 
Amazon has captured market share 
across a vast array of products and 
services that consumers are now 
looking to buy online. This is 
especially remarkable in the ever-
changing retail landscape, where 
yesterday’s prince has become 
today’s pauper — think Sears.

What could challenge Amazon’s 
dominance? In an industry 
characterized by constantly 
shifting consumer preferences, we 
see rapidly evolving technology 
amplifying three forces that are 
likely to determine tomorrow’s 
leaders: disintermediation, 
personalization and customer 
experience. In our view, other firms 
will be able to challenge Amazon’s 
leadership position if they are as good 
or better at anticipating the future 
state and adapting their business 
models to master these trends.

Disintermediating 
the Value Chain
The consumer value chain has 
conventionally been broken down 
into product branding/intellectual 
property, manufacturing, logistics 
and retailing. Technology has 
allowed many firms to consolidate 
these multiple functions into their 
businesses, creating advantages over 
traditional models.

For instance, technology has enabled 
Amazon to establish direct 
relationships with its customers, 
build an online marketplace offering 
hundreds of millions of goods and 
guarantee two-day delivery on 
millions of these items. The company 
has invested large amounts of capital 
to internalize many logistics 
functions typically provided by third 
parties. Amazon has done this at a 
scale whereby the company can 
deliver goods to customers with 
shorter shipping windows and at a 
lower cost versus the competition. 
To date, companies with more 
traditional models have lost share to 
Amazon, as they have had difficulty 
combining new technologies with 
existing bricks-and-mortar assets.

Brands have been able to partially 
disintermediate Amazon and the 
traditional consumer value chain by 
using technology to interact directly 
with customers, rather than 
depending on market research or 
retailers for consumer feedback. 
Owned e-commerce sites and social 
media, for example, have let brands 

get feedback from current or 
potential customers. Learning about 
what consumers really want can 
streamline product development 
and inventory management, 
avoiding the potential miscues 
derived from the limited sampling 
and longer lead times of traditional 
market research approaches. 
Through such connections, decision-
making can be more effective, 
helping brands stay relevant in their 
fast-moving end-markets.

Looking ahead, in an extreme but 
plausible disintermediation scenario, 
a producer could merely supply raw 
materials or blueprints to a customer. 
From these inputs, the consumer 
would create a customized end-
product using technologies like 
three-dimensional (3D) printing or 
computer numerical control (CNC) 
cutting machines. In this case, 
traditional intermediaries in the 
value chain would be completely 
eliminated.

Personalizing 
Products
As long as Amazon’s value 
proposition depends on wide 
selection, low price and fast delivery 
of mass-produced goods, we think 
personalization may prove to be an 
area where competitors can make 
inroads. Again with technology 
facilitating the link between brands 
and consumers, firms could engage 
with market segments as small as one 
individual. Digital connectivity 
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enables two-way information sharing 
so that products can be customized 
to meet the explicit tastes of 
consumers — think of Nike and 
Converse inspiring buyers to design 
their own unique footwear, L’Oréal 
blending makeup to match a 
particular skin tone, Modern Tailor 
or Proper Cloth making a custom 
shirt to measure.

Brands offering this degree of 
personalization may be able to 
differentiate themselves from the 
mass-selling business model and 
build deeper emotional bonds with 
consumers. And we are already 
seeing advances in manufacturing 
technology helping to ring in an era 
of mass personalization and local 
production, as more versatile 
automated factory equipment can 
accelerate retooling and make small 
batch sizes economically viable.

Enhancing 
the Customer 
Experience
Owners of intellectual property also 
have the potential to leverage their 
brand equity by exercising more 
control over the sales process and 
creating a better buying experience. 
Through e-commerce data analytics, 
brand websites can track browsing 
activity to learn what interests 

shoppers, then suggest related 
products and extend discounts to 
tempt reluctant buyers. When a 
desired item is out of stock, this can 
be an opportunity for upselling to a 
more expensive alternative, rather 
than losing the sale to a competitor. 
Brands can add value through 
product education and services 
offered both before and after 
purchases, such as free shipping 
and returns.

But for brands to outperform 
aggregators on experience outside of 
personalized products, they have to 
provide brand-specific opportunities 
— for example, early access to new 
releases, exclusive invitations to 
events and interactions with brand 
ambassadors. When the exchange of 
information between buyers and 
sellers is viewed as mutually 
beneficial, the direct-to-customer 
model allows brands to be more 
responsive, enabling them to 
maintain a deeper knowledge of 
their markets. This trend creates 
space for niche players to defend or 
expand market share against 
low-cost competitors by connecting 
and resonating with their customers, 
building even more brand equity in 
the process.

Positioning to Fend 
Off Competitive 
Challenges
For the time being, Amazon is still 
the dominant force in retail, taking a 
36% share within e-commerce, 
which accounted for 11.5% of retail 
excluding food service, autos and gas 
in 2016.2 But even with Amazon’s 
supremacy, we have found 
opportunities as global investors in 
select luxury and mass affluent 
brands, like athletic footwear, which 
have been able to defend their 
franchises through customer loyalty 
and their reputations for quality. We 
are also interested in categories that 
are more immune from the current 
challenges posed by Amazon, such as 
home improvement, convenience 
stores and restaurants.

Going forward, we are looking to 
invest in companies with strong 
brands that can offer personalized 
and unique customer products and 
experiences, while controlling 
manufacturing and delivering those 
products directly to consumers.

1 “AWS dominates cloud computing infrastructure 
market, bigger than IBM/Google/Microsoft 
combined” zdnet.com as of February 6, 2017.

2 Sources: US Census Bureau, Department of 
Commerce “Advance Monthly Sales for Retail & Food 
Services” as of July 14, 2017 and “Quarterly Retail 
Sales Report” as of May 16, 2017; Amazon.com Inc. 
as of July 28, 2017; SSGA estimates as of July 31, 
2017.
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Credit in the Cloud?
MATT NEST

Institutions have struggled to find 
liquidity in fixed income markets 
ever since financial regulations 
restricted investment banks from 
warehousing risk, especially in 
smaller, less frequently traded areas 
of the market. But the large pools of 
seasoned credit assets managed by 
big global firms, like State Street 
Global Advisors, offer a new avenue 
for investors to source liquidity in a 
faster, more transparent and cost-
efficient way. 

State Street’s vast pool of global 
fixed income assets increasingly 
resembles a liquidity model similar 
to the cloud computing model that 
has transformed information 
technology (IT). Large investors can 
acquire, dispose of or tactically shift 
fixed income assets at a lower cost 
with more scale, volume and 
efficiency by working directly with 
a large asset manager. This is 
especially important for those parts 
of the market, like high yield, where 
liquidity is thinner. State Street is 
well positioned to work closely with 
counterparties and clients to ensure 
that we appropriately balance the 
various trade-offs with respect 
to liquidity, cost and time, helping to 
benefit both new clients and existing 
shareholders in our products. Below 
we highlight one of the many ways we 
are working with institutions to 
provide new, disintermediated ways 
to access the fixed income liquidity 
they need.

Challenge
A large corporate pension plan 
approached State Street with a 
problem: they wanted to increase an 
already sizable allocation to high 
yield bonds, but they were unhappy 
with their active manager. When they 
asked us to index the portfolio, they 
were also concerned about the cost 
and time it would take to make the 
transition, as regulatory changes 
have reduced the amount of bonds 
warehoused at banks. Typically such 
transitions can take a number of 
business days and involve additional 
costs paid to intermediaries.

Engagement
As one of the world’s largest asset 
managers, State Street manages USD 
21 billion in high yield assets in index 
and active strategies in exchange 
traded and commingled fund 
formats.1 Clients move into and out 
of these products daily, so we trade 
billions in volume each year. Given 
State Street’s large and varied 
participation in the high yield 
markets, we have insight, access and 
tools that few others managers can 
bring to bear. We also have a client-
centric, solutions-oriented approach 
that allows us to help find the best 
approach for our clients.

Solution
In this scenario, we suggested that 
the client transition assets and 
cash into an ETF. Then we moved 
a slice of assets out of the ETF into 
a commingled fund, and the client 
received shares in that fund. This 
approach resulted in an extremely 
diversified portfolio of indexed high 
yield bond exposure, implemented in 
days at a cost that would be hard to 
replicate accessing capital markets 
directly. Now the client also has their 
high yield assets managed by State 
Street at a lower cost.

We believe this is just one of the 
many new ways a combination of 
regulation and technology is 
disrupting institutional fixed 
income investing. n

1 As of August 2017.
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Investing involves risk including the risk of loss 
of principal.

The views in this material are the views of Matt Nest, 
John Saager, Joe Lawlor, Bill Sandow, Jeffrey Looby 
and Michael Neft through the period ended September 
14, 2017 and are subject to change based on market 
and other conditions. This document contains certain 
statements that may be deemed forward-looking 
statements. Please note that any such statements are 
not guarantees of any future performance and actual 
results or developments may differ materially from 
those projected.

The information provided does not constitute 
investment advice and it should not be relied on as 
such. It should not be considered a solicitation to 
buy or an offer to sell a security. It does not take 
into account any investor’s particular investment 
objectives, strategies, tax status or investment 
horizon.  You should consult your tax and financial 
advisor. All material has been obtained from sources 
believed to be reliable. There is no representation or 
warranty as to the accuracy of the information and 
State Street shall have no liability for decisions based 
on such information. 

Australia: State Street Global Advisors, Australia, 
Limited (ABN 42 003 914 225) is the holder of an 
Australian Financial Services Licence (AFSL Number 
238276). Registered office: Level 17, 420 George 
Street, Sydney, NSW 2000, Australia. T: +612 9240 
7600. F: +612 9240 7611. Belgium: State Street Global 
Advisors Belgium, Chaussée de La Hulpe 120, 1000 
Brussels, Belgium. T: 32 2 663 2036. F: 32 2 672 2077. 
SSGA Belgium is a branch office of State Street Global 
Advisors Limited. State Street Global Advisors Limited 
is authorised and regulated by the Financial Conduct 

Authority in the United Kingdom. Canada: State 
Street Global Advisors, Ltd., 770 Sherbrooke Street 
West, Suite 1200 Montreal, Quebec, H3A 1G1, T: +514 
282 2400 and 30 Adelaide Street East Suite 500, 
Toronto, Ontario M5C 3G6. T: +647 775 5900. Dubai: 
State Street Bank and Trust Company (Representative 
Office), Boulevard Plaza 1, 17th Floor, Office 1703 
Near Dubai Mall & Burj Khalifa, P.O Box 26838, Dubai, 
United Arab Emirates. T: +971 (0)4 4372800. F: +971 
(0)4 4372818. France: State Street Global Advisors 
France. Authorised and regulated by the Autorité des 
Marchés Financiers. Registered with the Register 
of Commerce and Companies of Nanterre under the 
number 412 052 680. Registered office: Immeuble 
Défense Plaza, 23-25 rue Delarivière-Lefoullon, 92064 
Paris La Défense Cedex, France. T: (+33) 1 44 45 40 00. 
F: (+33) 1 44 45 41 92. Germany: State Street Global 
Advisors GmbH, Brienner Strasse 59, D-80333 Munich. 
T: +49 (0)89 55878 400. F: +49 (0)89 55878 440. Hong 
Kong: State Street Global Advisors Asia Limited, 
68/F, Two International Finance Centre, 8 Finance 
Street, Central, Hong Kong. T: +852 2103 0288. F: 
+852 2103 0200. Japan: State Street Global Advisors 
(Japan) Co., Ltd., Toranomon Hills Mori Tower 25F 
1-23-1 Toranomon, Minato-ku, Tokyo 105-6325 Japan. 
T: +81 3 4530 7380 Financial Instruments Business 
Operator, Kanto Local Financial Bureau (Kinsho #345) , 
Membership: Japan Investment Advisers Association, 
The Investment Trust Association, Japan, Japan 
Securities Dealers’ Association. Ireland: State Street 
Global Advisors Ireland Limited is regulated by the 
Central Bank of Ireland. Incorporated and registered in 
Ireland at Two Park Place, Upper Hatch Street, Dublin 
2. Registered Number: 145221. Member of the Irish 
Association of Investment Managers. T: +353 (0)1 776 

3000. F: +353 (0)1 776 3300. Italy: State Street Global 
Advisors Limited, Milan Branch (Sede Secondaria di 
Milano) is a branch of State Street Global Advisors 
Limited, a company registered in the UK, authorised 
and regulated by the Financial Conduct Authority (FCA 
), with a capital of GBP 71’650’000.00, and whose 
registered office is at 20 Churchill Place, London E14 
5HJ. State Street Global Advisors Limited, Milan 
Branch (Sede Secondaria di Milano), is registered in 
Italy with company number 06353340968 - R.E.A. 
1887090 and VAT number 06353340968 and whose 
office is at Via dei Bossi, 4 - 20121 Milano, Italy. T: 
39 02 32066 100. F: 39 02 32066 155. Netherlands: 
State Street Global Advisors Netherlands, Apollo 
Building, 7th floor Herikerbergweg 29 1101 CN 
Amsterdam, Netherlands. T: 31 20 7181701. SSGA 
Netherlands is a branch office of State Street Global 
Advisors Limited. State Street Global Advisors Limited 
is authorised and regulated by the Financial Conduct 
Authority in the United Kingdom. Singapore: State 
Street Global Advisors Singapore Limited, 168, 
Robinson Road, #33-01 Capital Tower, Singapore 
068912 (Company Reg. No: 200002719D, regulated 
by the Monetary Authority of Singapore). T: +65 6826 
7555. F: +65 6826 7501.Switzerland: State Street 
Global Advisors AG, Beethovenstr. 19, CH-8027 Zurich. 
T: +41 (0)44 245 70 00. F: +41 (0)44 245 70 16. United 
Kingdom: State Street Global Advisors Limited. 
Authorised and regulated by the Financial Conduct 
Authority. Registered in England. Registered No. 
2509928. VAT No. 5776591 81. Registered office: 20 
Churchill Place, Canary Wharf, London, E14 5HJ. T: 020 
3395 6000. F: 020 3395 6350. United States: State 
Street Global Advisors, One Lincoln Street, Boston, 
MA 02111-2900. T: +1 617 786 3000.

Glossary

Commingled Fund refers to a mutual fund that pools 
the assets of multiple accounts in order to reduce risks 
and costs. 
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This article is an excerpt from  
State Street Global Advisors’ publication

Additional Articles
For more articles like this, please visit  ssga.com/IQ.

About Us
For nearly four decades, State Street Global Advisors has 
been committed to helping our clients, and those who rely 
on them, achieve their investment objectives. We partner 
with many of the world’s largest, most sophisticated 
investors and financial intermediaries to help them reach 
their goals through a rigorous, research-driven investment 
process spanning both indexing and active disciplines. With 
trillions* in assets under management, our scale and global 
reach offer clients access to markets, geographies and asset 
classes, and allow us to deliver thoughtful insights and 
innovative solutions.

State Street Global Advisors is the investment management 
arm of State Street Corporation.

*  Assets under management were $2.6 trillion as of June 30, 2017. AUM 
reflects approx. $34 billion (as of June 30, 2017) with respect to which State 
Street Global Advisors Funds Distributors, LLC serves as marketing agent; State 
Street Global Advisors Funds Distributors, LLC and State Street Global Advisors 
are affiliated.
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