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(Bloomberg) -- As investors flee active Living Dead?

managers, MFS Investment
Management, which created the first
mutual fund in 1924, is staying the

course, picking blue-chip stocks and
gaining assets.

Yield Chasers Beware, Junk Bonds Are
Extremely Overvalued

Investors are pouring into the $39.1
billion MFS Value Fund, which has
added almost $2 billion in the past year.
Flows into the $25.6 billion MFS
International Value Fund have been so
strong that the firm closed it to new

investors in 2015.

The duo’s performance beat at least 95 percent of peers over the past five years, according
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to data compiled by Bloomberg, by selecting stocks of high-quality companies such as
Johnson & Johnson and Nestle SA and holding them for long stretches. But MFS Value’s
expansion into bank stocks such as Wells Fargo & Co., which is embroiled in a scandal for
opening bogus accounts, has backfired.

“We own a lot of boring businesses that are great investments,” said Camille Humphries,
who helps run the international portfolio at Boston-based MFS, which manages about
$440 billion.

Both MFS funds favor consumer staples stocks while shying away from energy
companies, whose performance rises and falls with the price of oil, and leading-edge
technology shares that face a constant threat of being dethroned by newer competitors.
The funds held up better than peers in difficult years like 2008 and 2015 and trailed in
2009, when stock markets globally staged a powerful recovery after the financial crisis.

MFS Value gained 7.7 percent in 2016 and 14 percent annually on average over the past
five years. The international fund returned 12 percent a year since 2011.

“l don’t want my clients to cry over enormous losses during downturns,” said Kashif
Ahmed, a financial adviser in Woburn, Massachusetts, who owns both funds and
appreciates their “slow and steady” qualities.

Gathering Assets

They have defied the trend of investors fleeing actively run funds, which have been mostly
underperforming indexes against which they are measured. U.S. mutual funds and
exchange-traded funds run by stock and bond pickers suffered redemptions of $150
billion this year through Aug. 31, while passive funds attracted $286 billion, according to
Morningstar Inc.

MFS Value received more than $6 billion in deposits over the five years ended Aug. 31,
with about 30 percent of that coming in the past 12 months. Its international counterpart
attracted more than $15 billion in that period, data from Morningstar show.

Steve Gorham, who has helped manage MFS Value since 2002, said it has always looked
for companies with a durable model, strong balance sheet, significant free cash flow and
leaders who put that cash to work wisely. Travelers Cos., a property and casualty insurer,
has been a holding in the fund since 2008, returning $35 billion of capital to shareholders
from 2006 to 2015 through share repurchases and dividends.

“If they had put that money back into the business it could have triggered a price war,”
said Gorham, who joined MFS in 1989 answering customer telephone calls. “Instead they
gave it back to us.”

Losing Bets

KDDI Corp., a Japanese cell phone firm that MFS International has held since 2003, has
benefited from similar discipline. The company has avoided price wars that are common
in the mobile business and has focused on providing dividends to shareholders, said

http://wealthmanagement.com/mutual-funds/mfs-has-what-managers-crave-active-stock-funds-draw-money[9/21/2016 1:18:57 PM]

th

Wealth
A3 me

Mana,

AWEALTH
of Information.

Investment Newsletters

Sign-up to receive our free newsletters
O investment Strategies - (Weekly)
View Sample

[ practice Management Letter -
(Twice Monthly) View Sample

O High Net Worth - (Weekly)
View Sample

O Morning Memo - (Daily) View
Sample

E-MAIL* | |

COUNTRY* | United States |

Enter your email above to receive messages about offerings
by Penton, its brands, affiliates and/or third-party partners,
consistent with Penton’s Privacy Policy.

I SUBSCRIBE

Webinars and White
Papers

.Iliﬂlm

Steps to Maximizing
Bond Potential

In this season of change,
cut through interest-rate
noise. Get past the
chatter and learn how to
potentially optimize
clients' fixed-income portfolios for income, diversification,
flexibility, and tax benefits....

More

L £13-LadinlS


http://twitter.com/wealth_mgmt
http://www.facebook.com/pages/WealthManagementcom/257916014234444
https://plus.google.com/100763324244630033355
http://www.youtube.com/user/wmdotcomvideos
http://www.linkedin.com/groups/WealthManagementcom-2685609?gid=2685609&trk=
http://wealthmanagement.com/rss.xml
http://enewspro.penton.com/preview/wealthmanagement/WM-09/current/display?elqaid=49&elqat=2&elqTrackId=df27a0b0d7074a5b87b13bf489b77dd7
http://enewspro.penton.com/preview/wealthmanagement/WM-05/current/display?elqaid=49&elqat=2&elqTrackId=aacf363a7f164557bf9fba02ea306fb4
http://enewspro.penton.com/preview/wealthmanagement/WM-07/current/display?elqaid=49&elqat=2&elqTrackId=b1c3b7deeb49457696e8ed0ac08e9fdf
http://enewspro.penton.com/preview/wealthmanagement/WM-27/current/display?elqaid=49&elqat=2&elqTrackId=0e52ad112e7d40308ed6cfe022fadd90
http://enewspro.penton.com/preview/wealthmanagement/WM-27/current/display?elqaid=49&elqat=2&elqTrackId=0e52ad112e7d40308ed6cfe022fadd90
http://www.penton.com/privacy-policy/?elqaid=49&elqat=2&elqTrackId=288f3ee298a349a4927820ce80b72388
https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjsslTcDUBNLkQtkMCcTTwnFjif_8TCMsbKjWjJbynQuOZVFq7lO5p4XwViOIUBhK7nVyRn10gK8csSsIx7v96UDqdMqiLOw_x_3c_SY3dupnoJLyikhhRyeSoJjNZ9iknhw394XUMXl0hCs2BMWo95YiN2mL4JQzEeQDT7BqoFDFg_ygvCnK4HAL3U4XTOwJ7WD-P60yo8I__r6pykG2OX9VUyWk_NJPmzksIurecP7O1mmh9q676Gaw0NJSH8IUH2xWhhzquefP5gz_d572TOa-6018Gq4&sig=Cg0ArKJSzM4eYjELQnto&adurl=https://www.sub-forms.com/dragon/init.do%3Fsite%3DPEN6094_RGnew%26PK%3DNB68WB
http://wealthmanagement.com/steps-maximizing-bond-potential
http://wealthmanagement.com/steps-maximizing-bond-potential
http://wealthmanagement.com/steps-maximizing-bond-potential
http://wealthmanagement.com/steps-maximizing-bond-potential
http://wealthmanagement.com/steps-maximizing-bond-potential
http://wealthmanagement.com/steps-maximizing-bond-potential

MFS Has What Managers Crave: Active Stock Funds That Draw Money

Humphries. Shares have more than tripled over the past five years as the S&P 500 Index
has roughly doubled.

MFS Value has boosted its ownership of bank stocks in the past two years, betting the
financially stronger firms can return capital to shareholders. JPMorgan Chase & Co. and
Wells Fargo are among the top five holdings.

The bet isn’t paying off. Wells Fargo fell 10 percent over the past year, and Goldman
Sachs Group Inc., another bank holding, is down 8.1 percent.

The international fund owns more technology stocks, about 15 percent of holdings, than
its domestic counterpart. One of them, Telefonaktiebolaget LM Ericsson, a Swedish
maker of network and software equipment, declined about 30 percent this year.

“Our ability to predict the next cycle of innovation is low and we don’t have the same level
of confidence in the future cash flow,” said Gorham, explaining his decision to steer clear
of most domestic tech names.

Although index funds have flourished since the financial crisis as many stocks have
participated in the rally, the market is likely to lose steam in coming years, said Kate
Mead, who helps manage MFS Value.

“l don’t think you want to own everything,” she said. “And if you do that is great for us,
because we will be able to differentiate ourselves.”

To contact the reporter on this story: Charles Stein in Boston at cstein4@bloomberg.net
To contact the editors responsible for this story: Margaret Collins at
mcollins4d5@bloomberg.net Josh Friedman, Vincent Bielski

| (e (Jswve | (e (NS D ()

Please Log In or Register to post comments.

Related Articles

For Some Active Funds, Luck Has Nothing to Do With It [ 2| g
Exclusive: Fund payments to brokerages draw SEC scrutiny [ 1
Active Managers Stumble Again as Tools Like Buybacks Lose Luster
Money Managers Press Case for Foreign Stocks

Chaos in Stocks Puts Live Managers Ahead of Robot Indexers

TRUSTSe;

TRUSTSe  TRUSTSG
ESTATES i e

RUSTSes
ESTATES ~ ESTATE

TRUSTSGESTATES

Subscribe Now ©

WealthManagement.com

News Investment Wealth Planning Practice Management Careers Community Research

Site Features WealthManagement.com Search WealthManagement.com
Subscribe Privacy Policy

RSS Terms of Service

http://wealthmanagement.com/mutual-funds/mfs-has-what-managers-crave-active-stock-funds-draw-money[9/21/2016 1:18:57 PM]


http://wealthmanagement.com/subscriptions#node-16144
http://wealthmanagement.com/rss.xml
http://www.penton.com/privacy-policy/
http://www.penton.com/terms-of-service/
http://wealthmanagement.com/node/16971
http://wealthmanagement.com/investment
http://wealthmanagement.com/wealth-planning
http://wealthmanagement.com/practice-management
http://wealthmanagement.com/practice-management/careers
http://wealthmanagement.com/node/16961
http://wealthmanagement.com/node/17441
http://wealthmanagement.com/penton_ur/nojs/user/register?nid=1327761&source=print
http://wrightsmedia.com/sites/penton/wealth-management/
http://wealthmanagement.com/user
http://wealthmanagement.com/penton_ur/nojs/user/register?path=node%2F1327761&nid=1327761&source=email
https://twitter.com/intent/tweet?original_referer=http%3A%2F%2Fwealthmanagement.com%2Fmutual-funds%2Fmfs-has-what-managers-crave-active-stock-funds-draw-money&ref_src=twsrc%5Etfw&text=MFS%20Has%20What%20Managers%20Crave%3A%20Active%20Stock%20Funds%20That%20Draw%20Money&tw_p=tweetbutton&url=http%3A%2F%2Fwealthmanagement.com%2Fmutual-funds%2Fmfs-has-what-managers-crave-active-stock-funds-draw-money&via=wealth_mgmt
https://twitter.com/intent/tweet?original_referer=http%3A%2F%2Fwealthmanagement.com%2Fmutual-funds%2Fmfs-has-what-managers-crave-active-stock-funds-draw-money&ref_src=twsrc%5Etfw&text=MFS%20Has%20What%20Managers%20Crave%3A%20Active%20Stock%20Funds%20That%20Draw%20Money&tw_p=tweetbutton&url=http%3A%2F%2Fwealthmanagement.com%2Fmutual-funds%2Fmfs-has-what-managers-crave-active-stock-funds-draw-money&via=wealth_mgmt
https://twitter.com/intent/tweet?original_referer=http%3A%2F%2Fwealthmanagement.com%2Fmutual-funds%2Fmfs-has-what-managers-crave-active-stock-funds-draw-money&ref_src=twsrc%5Etfw&text=MFS%20Has%20What%20Managers%20Crave%3A%20Active%20Stock%20Funds%20That%20Draw%20Money&tw_p=tweetbutton&url=http%3A%2F%2Fwealthmanagement.com%2Fmutual-funds%2Fmfs-has-what-managers-crave-active-stock-funds-draw-money&via=wealth_mgmt
mailto:cstein4@bloomberg.net
mailto:mcollins45@bloomberg.net
http://wealthmanagement.com/penton_ur/nojs/login
http://wealthmanagement.com/penton_ur/nojs/user/register?source=comment&nid=1327761
http://wealthmanagement.com/mutual-funds/some-active-funds-luck-has-nothing-do-it
http://wealthmanagement.com/industry/exclusive-fund-payments-brokerages-draw-sec-scrutiny
http://wealthmanagement.com/mutual-funds/active-managers-stumble-again-tools-buybacks-lose-luster
http://wealthmanagement.com/news/money-managers-press-case-foreign-stocks
http://wealthmanagement.com/etfs/chaos-stocks-puts-live-managers-ahead-robot-indexers
javascript:void(0);
https://googleads.g.doubleclick.net/pcs/click?xai=AKAOjsthoNY75wlf1ERQC95hLviUPqAxQ-MxXBy26CRRuVB1nzuFm089A1ap1lrVpwMGVDUOM2H3KBaXcPA_nfhJspxfQiRwKWl0UYnikr4J0St_m-6exQDifBD36ceHVaReUQNHT0GQaS-ZS48UdZ-PvdmPM0k1FaxZdWvbjHdxpFtM3q3lEP9AIrk2CP5rJ3jEZYztcZ4LknxzSxJkb3USJQjpM5pGiVJcExUQlA1nKsyfYPfphZMiCK4AY08GTJlEU6w5r7cJ1fhSjqglUf7TjoI7ZjPy1Ng&sig=Cg0ArKJSzA0WpV7A-QtR&adurl=https://www.pubservice.com/TE/SubNew.aspx%3FPC%3DTE%26PK%3DMMN63F

	wealthmanagement.com
	MFS Has What Managers Crave: Active Stock Funds That Draw Money


	N0b2NrLWZ1bmRzLWRyYXctbW9uZXkA: 
	form1: 
	search_theme_form: 
	op: 
	search_block_form: 
	op_(1): 


	Q/QWNyb2JhdFdlYkNhcFRJRDExAA==: 
	WM_NEWS_SUB: 
	WM-09: on
	WM-05: on
	WM-07: on
	WM-27: on
	validationdummy: 
	emailAddress: 
	country: [US]
	input1: 




