
 
THE FOLLOWING “ETF ISSUER PERSPECTIVE” IS SPONSORED BY VIDENT 

Vident has been growing its presence in the ETF industry for the past few years, but recently, it has 

branched out in new directions. The firm has launched its own subadvisory firm, added index development 

operations and expanded its ETF focus to include the alternatives space. Here, Vident CEO Nick 

Stonestreet discusses the changes at the firm. 

 

Vident launched its first fund two years ago. How are things going? 
 

So far we're pleased. We've had three successful ETF launches in the last two years. They include a 

very-broad-based U.S. equity ETF, a U.S. fixed-income and an international equity ETF. It was a good 

entrance into the ETF world, and each strategy has attracted over $400 million in assets. 

 

 

You've started two new entities, Vident Investment Advisory and WeatherStorm Capital. What 

was behind that decision, and what do they do? 
 

After we launched our ETFs, there were a few areas that we wanted to enhance for our investors. First, 
we wanted to enhance our index design capabilities. So we launched WeatherStorm Capital, which 
does both index design and is also creating alternative solutions for us. 
 

Second, we wanted to enhance our ability to track and trade our indices. We started Vident Investment 
Advisory, a trading subadvisory firm, to better implement our strategies. 

We've vertically integrated and we're now able to fully construct indices, and then we're able to manage 
our ETFs as well. By adding WeatherStorm and Vident Investment Advisory (VIA), we've taken real 
steps to control a lot more of the variables of being an ETF company. 

The subadvisory space puts us in closer touch with market makers. We're very much on top of how our 
ETFs are trading on a daily basis, because when you're a subadvisor, you're actually going through the 
create-and-redeem process and the rebalances. With market events like what happened on Aug. 24, 
2015, and the concerns with the actual trading of ETFs, we just wanted, for the sake our investors, to be 
a lot closer to that process. 

 

 

 

 



So has Vident opened up its design and trading capabilities to other firms?  
 

Yes, other firms started to contact us about subadvising for them. By the end of the year, we'll be a 

subadvisor on approximately 20 ETFs—the Vident funds and then quite a few others that have come 

aboard. We believe we are meeting a real need in the marketplace. 
 

We've also had large institutions reach out to us with regard to our design capabilities. A few large wire 

houses and insurance companies that want to get into the ETF space have actually been bringing their 

ideas to us and asking us to design indices for them and help them launch their own ETFs. They won't 

be under a Vident brand, but we are working with several well-known institutions. There'll be more on 

that early next year when we launch our first co-branded strategy. 

 

 

Why did you use the WeatherStorm brand to enter the liquid alternatives space? 
 

The Vident ETFs are really more broad, traditional ETFs, so we decided to go with a separate brand for 

alternatives. The name WeatherStorm comes from the idea of helping investors "weather the storm." 

You'll see more of the hedged solutions, both traditional LP structured hedge funds and liquid 

alternatives coming out of WeatherStorm. 
 

The first WeatherStorm solution we released is the WeatherStorm Forensic Accounting Long-Short 

ETF (FLAG). That's one we brought in and redesigned as a long/short ETF. 
 

We're not really shifting focus away from traditional ETFs and going toward alternatives, it's more of 

broadening out the palette to meet more investor needs. 

 

 

Why did you decide to relaunch FLAG and make it a liquid alternative strategy? 
 

The WeatherStorm Forensic Accounting Long-Short ETF (FLAG) was really intriguing to us, because we 

liked John Del Vecchio's work on forensic accounting. It fit Vident's principle-based ethos. Even in our 

U.S. equity fund, we examine better corporate governance, or what we call "corporate honesty." And 

there's no better way to determine a high degree of corporate integrity than to look behind the 

numbers. 
 

John Del Vecchio's an absolute expert in this, and he launched the FLAG fund a few years ago. We just 

felt like the construct of the ETF didn't express John's work well enough. First, it was long-only, and 

forensic accounting works really well on the short side, too. 
 

Look what happened with Volkswagen. I know that's not a forensic accounting issue, but it is a cheating 

issue. Volkswagen cheated and lied, and it was caught and it was crushed. 
 

That's exactly what you want to catch on the short side with forensic accounting. You want to catch the 

fiscal version of Volkswagen. We isolated that return stream from John's forensic accounting work, and 

we found powerful indicators of higher-quality companies. You want to buy the higher-quality 

companies on the long side. And the companies that rank low, based on accounting factors, are 

shorted. 

 



What do you see as your involvement with the liquid alternative space in the future? 
 

We have to be in the liquid alternative space because we believe that this is a key trajectory for ETFs. 

We've already seen smart beta or strategic beta advance the cause. And now with the liquid alts and the 

next strategies that we develop—the long/short strategies, pair trading, etc.—you will see a whole new 

level of sophistication become accessible to the average investor, at reasonable prices. We're really 

excited about that. 

 

 

Can you talk about Vident's unique ownership structure? 
 

Sure. This is one of my favorite subjects. Vident is 100 percent owned by the Vident Investors' Oversight 

Trust. Essentially, we gave Vident away to a Trust to protect investors' interests. This allows us to focus 

on the interests of investors, not shareholders. It is a bad personal financial strategy for me, but 

working solely for investors is really quite liberating. 

 

 

Disclosures 
 
This article is for informational purposes only; it is not an offer or recommendation to buy or sell, or a solicitation of an offer to buy 
or sell any security or instrument or to participate in any particular trading strategy. Further, none of the information and material 
in this article is intended to constitute legal advice, tax advice, investment advice or a recommendation to make (or refrain from 
making) any kind of investment decision and may not be relied on as such. Additionally, nothing presented in this article is 
deemed to constitute an offer or a solicitation of an offer to provide advisory services to any person in any jurisdiction where such 
offer or solicitation would be unlawful or otherwise prohibited. Historical data and analysis should not be taken as an indication or 
guarantee of any future performance, analysis, forecast or prediction. Investing involves risk. Principal loss is possible. 
 
Carefully consider the Fund's investment objectives, risk factors, charges and expenses before investing. This and additional 
information can be found in the Fund's prospectus, which may be obtained by visiting www.flagetf.com. Read the prospectus 
carefully before investing. 
 
This material represents an assessment of the market environment at a specific point in time and is not intended to be a forecast 
of future events, or a guarantee of future results. This information should not be relied upon by the reader as research or 
investment advice. 
 
Investing involves risk, including the possible loss of principal. Because the Fund will be shorting stocks, it will incur expenses 
relating to those transactions. The use of short sales could increase the exposure of the Fund to the market, increase losses and 
increase the volatility of returns. 
 
There is no guarantee that the Fund or the index will achieve its investment objective. 
 
Exchange Traded Concepts LLC serves as the investment advisor, and Vident Investment Advisory serves as a subadvisor to 
the fund. The Funds are distributed by SEI Investments Distribution Co., which is not affiliated with Exchange Traded Concepts 
LLC or any of its affiliates. WeatherStorm Capital has been licensed for use by Exchange Traded Concepts LLC. FLAG Funds 
are not sponsored, endorsed, issued, sold or promoted by WeatherStorm Capital, nor does this company make any 
representations regarding the advisability of investing in the FLAG Funds. 

 


