
 

  

 
 

 

 

Organization 

A prominent asset manager overseeing a diversified fixed income strategy. In mid-2025 

(during the height of tariff-driven market volatility) the ETF advisor kicked off a sub-

advisor change to better match their investment goals. 

The ETF advisor had two separate actively managed fixed income ETFs, both with the 

same third-party sub-advisor. The transition involved replacing the sub-advisor in both 

funds and minimizing transaction costs while managing portfolio structure throughout the 

transition. This wasn’t a complete product overhaul, but rather a change in the sub-

advisor executing a similar fixed income investment strategy for these actively managed 

ETFs.  

Challenge 
 

The transition involved restructuring a $3.5 billion fixed income ETF  

Key challenges included: 

o Managing market exposure and minimizing transaction costs, 
during intensely volatile markets. The event kicked off shortly after 
U.S. tariff policy announcements, creating uncertainty in credit 
markets.  

o Ensuring best execution while avoiding information leakage. The 
portfolios involved had a substantial amount of assets invested in 
mortgage securities, asset-backed securities and commercial 
mortgage-backed securities, exponentially adding to the degree 
difficulty in sourcing liquidity. 

o Coordinating across multiple stakeholders including custodians, 
counterparties, and internal teams.  These ETFs required daily 
liquidity, with creation and redemption transactions posted daily with 
T+1 settlement. 

Executing trades across a wide range of fixed income instruments, including complex securitized 

products. This required working closely with the target manager’s traders 
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Solution 
 

The team at Russell Investments highlighted their role as transition manager and jumped in to 

coordinate and run the transition. We ensured that all stakeholders, including the outgoing and 

incoming managers, custodians, and internal teams, were aligned. The transition was managed 

with clear, consistent communication, with over 500 communication touchpoints logged during 

the process.  

Strategic Planning 

o We constructed pre-transition analysis with cost and risk estimates, 
which was reviewed with the client prior to the event. 

o We mapped out the strategy in detail, to efficiently align with the target 
portfolio’s duration and sector exposures at the inception of the event 
and to complete the transition in the needed timeframe. 

Execution Excellence 

o Executed over 1,700 trades totaling $7.5 billion in principal value. 

o Worked with 66 dealers, averaging nearly seven bids per trade, to lock 
in cost-effective pricing and execution. 

o Avoided information leakage, keeping the true size and scope of the 
transition unknown to market participants. 

Operational Coordination 

o Worked closely with the client and both managers, the custodian, and multiple execution 
counterparties. 

o 500+ communication updates to ensure processes were harmonized with all stakeholders.  

o Handled trade settlement and logistic, with nearly zero settlement fails. 

 

Results 

The ETFs experienced performance aligned with client expectations during this specific transition. Despite 

very high market volatility, the transition was particularly successful, with performance-beating 

expectations. And the transition portfolios performed almost identically to the target portfolios the new sub-

advisor requested.  
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Exhibit 1: ETF 1 -T Standard Portfolio Summary 

 Pre-Implementation 
Period 

Implementation 
Period 

Post-
Implementation 

Period 

Time Weighted 
Return 

Legacy Portfolio  -0.135% 0.145% 0.358% 0.368% 

Transition Shortfall -0.135% 0.106% 0.362% 0.333% 

Target Portfolio -0.089% 0.104% 0.362% 0.377% 

US Aggregate Index -0.389% 0.091% 0.537% 0.236% 

Implementation 
Shortfall 

 0.001% 
  

Transaction Cost  -0.350%   

Opportunity Cost   0.351%   

Source: Russell Investments. The implementation period of active trading was from May 13th, 2025 to May 28th 2025. 
Performance is shown net of fees. Past performance is not guarantee of future results. 

Exhibit 2: ETF 2-T Standard Portfolio Summary 

 Pre-Implementation 
Period 

Implementation 
Period 

Post-
Implementation 

Period 

Time Weighted 
Return 

Legacy Portfolio  -0.353% -0.020% 0.518% 0.143% 

Transition Shortfall -0.353% 0.075% 0.586% 0.306% 

Target Portfolio -0.310% 0.061% 0.585% 0.334% 

US Aggregate Index -0.389% 0.091% 0.537% 0.236% 

Implementation 
Shortfall 

 
0.014% 

  

Transaction Cost  -0.237%   

Opportunity Cost   0.250%   

Source: Russell Investments. The implementation period of active trading was from May 13th, 2025 to May 28th 2025. 
Performance is shown net of fees. Past performance is not guarantee of future results. 

Performance 

o During the period under review, results for both ETFs’ transition portfolios were above those 
of the target portfolios, after accounting for transaction costs. 

o Trading Completion: 100% of trades completed by the targeted end-
date, with new sub-advisor managing portfolios on the planned start 
date. 

Cost Efficiency 

o Actual costs aligned well with expectations. 

o Securitized sectors observed to have higher expectations, playing a 
major role in the opportunity gain. 

The transition was not only operationally smooth but also produced 

successful results. The team’s ability to manage complex, high-value 
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transitions with discretion and precision was evident throughout the process. 

Portfolio Alignment 

o Duration and sector exposures were lined up closely with the target portfolio. 

o Transition portfolio performance exceeded both the legacy and target portfolios during the 
implementation period. 

 

Conclusion 

This transition exemplifies Russell Investment’s ability to deliver a smooth, cost-savvy, 

cost conscious and risk managed transition process for complex fixed income 

restructures. Our independence, multi-venue execution capabilities, and rigorous project 

management helped the client not just meet but exceeded their goals. 

As we look to the future, the proliferation of ETF will drive the need for more transition 

management for sub-advised ETFs. Russell Investments is well positioned to partner 

with these ETF providers in the future, minimizing the impact of sub-advisor changes or 

advisors and participants. 

 

 

  



 

 

Where to next? 

 

Call Russell Investments at 800-426-8506 

or visit 

russellinvestments.com/implementation 

About Russell Investments 

Russell Investments is a leading global investment solutions partner providing a wide range of 

investment capabilities to institutional investors, financial intermediaries, and individual investors 

around the world. Since 1936, Russell Investments has been building a legacy of continuous 

innovation to deliver exceptional value to clients, working every day to improve people’s financial 

security. Headquartered in Seattle, Washington, Russell Investments has offices worldwide, 

including: Dubai, London, Mumbai, New York, Paris, Shanghai, Sydney, Tokyo, and Toronto. 

 

 

 

 

 

 

Important Disclosures 

Nothing contained in this material is intended to constitute legal, tax, 

securities, or investment advice, nor an opinion regarding the 

appropriateness of any investment, nor a solicitation of any type. The 

general information contained in this publication should not be acted 

upon without obtaining specific legal, tax, and investment advice 

from a licensed professional. Case study provided for discussion 

purposes only. Individual client results will vary based on individual 

circumstances and market events. There is no guarantee that all 

clients will experience the same positive results. 

This case study represents a unique situation faced by faced by an 

asset-manager looking to better match their investment goals. Case 

studies are problem-solving stories. We select a situation that is 

indicative of problems clients in this category are facing. The 

recommendations described do not represent a standard strategy or 

set of recommendations made for all advisory clients with similar 

issues. Each client has unique requirements, challenges, and 

constraints, and our advisory solutions are tailored to each client’s 

specific needs. Every client’s situation, experience and needs are 

different, and Russell Investments does not imply that the solution 

herein is appropriate for any other client. 

The case study provided is for illustrative purposes only and is meant 

to provide an example of a type of financial issue a client may have 

and our process and a methodology to address it. Individual client 

results will vary based on individual circumstances and market 

conditions. The results presented were based on a period of 

fluctuating marketing conditions and the underlying asset allocation, 

market criteria and assumptions, or the investment advice/strategy 

followed may have changed materially. There is no guarantee that all 

clients will experience the same results.  

The information expressed herein represents the current, good faith 

views of the author(s) at the time of original publication and has not 

been updated. Any predictions, opinions, and other information 

contained in this material are subject to change continually, without 

notice. 

Please remember that all investments carry some level of risk, 

including the potential loss of principal invested. They do not typically 

grow at an even rate of return and may experience negative growth. 

As with any type of portfolio structuring, attempting to reduce risk 

and increase return could, at certain times, unintentionally reduce 

returns. 

Diversification and strategic asset allocation do not assure profit or 

protect against loss in declining markets. 

Securities products and services offered through Russell 

Investments Implementation Services, LLC, part of Russell 

Investments, a SEC Registered investment adviser and broker-

dealer, member FINRA, SIPC. 

Russell Investments Implementation Services, LLC is a wholly 

owned subsidiary of Russell Investments US Institutional HoldCo. 

Russell Investments' ownership is composed of a majority stake held 

by funds managed by TA Associates Management, L.P., with a 

significant minority stake held by funds managed by Reverence 

Capital Partners, L.P. Certain of Russell Investments' employees and 

Hamilton Lane Advisors, LLC also hold minority, non-controlling, 

ownership stakes. 

Frank Russell Company is the owner of the Russell trademarks 

contained in this material and all trademark rights related to the 

Russell trademarks, which the members of the Russell Investments 

group of companies are permitted to use under license from Frank 

Russell Company. The members of the Russell Investments group of 

companies are not affiliated in any manner with Frank Russell 

Company or any entity operating under the “FTSE RUSSELL” brand. 

Copyright © 2025. Russell Investments Group, LLC. All rights 

reserved. This material is proprietary and may not be reproduced, 

transferred, or distributed in any form without prior written permission 

from Russell Investments. It is delivered on an "as is" basis without 

warranty.  
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