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Transcript with summary intro: 

Wavemakers: Going Global with AZTLAN’s Alejandro Garza  

The ETF industry has been in the business of disrupting and improving investor outcomes for 30 years. 

ETF issuers sit on the frontline of this innovation. Here they share the choices, the pivotal 

moments, the lessons and the battle scars that make up their journey into an industry that has 

democratized and revolutionized market access for investors everywhere.  

Our guest this week is Alejandro Garza, Founder and CEO of AZTLAN Equity Management.  

In this episode, Alejandro tells us that this business is challenging but delivering real value in the form of 

a best-in-class structure is very rewarding:   

• Starting a global advisory business and entering the ETF space is a lot more difficult than most 

imagine. You need a “rebellious” inner voice to make the leap.   

• The line between passive and active management can be blurry. Foreign market constraints led 

to innovation in the toeing of that line for their ETF.  

• Getting the word out is key. It can take a lot of marketing effort to find an investor segment.   

 

Cinthia Murphy: Alejandro, tell us a little bit about the history of AZTLAN. You come from the 

investment banking world, and in 2016 you started the firm, which is an investment advisor. How did 

it all come to be?  

Alejandro Garza: AZTLAN Equity Management is a registered management advisor. We've been in 

business for seven years now. Our focus was originally to manage small and mid-cap strategies. We 

started with an emerging market small mid-cap strategy, and then after the first year, we launched our 

second strategy, which is the developed markets small mid-cap. It was a 180-degree change from 

emerging to developed. Since then, the developed market small mid-cap strategy has become the largest 

strategy we manage, and from that others have branched out. We manage both strategies and the 

funds, and we also advise institutional investors, family offices and high net worth individuals, so we are 

managing funds as well as separately managed accounts. 

Going back to my story, I started AZTLAN in 2016 after I had spent 10 years with a large investment 

management firm that was a pioneering investment manager in emerging markets. Actually, they coined 

the term emerging markets back in the 1980s. It was an interesting group  - a large multinational firm 

with all emerging markets nationalities represented in the investment committee, and we managed 

money for pension funds, endowments, family offices, etc.. I started that in 2006, and in 2011 the 

Ashmore Group came in and acquired the company. I stayed on, managing the equities side up until 

2016. At that point, I had this strong view that investments could be done and should be done in an 

optimal way, which was different from what we were doing. These were all great institutions, but I 



thought there were a couple of things that were being missed out in the investment process. That led 

me to leave and start an equity management firm. 

Murphy: How difficult was that leap, going from a comfortable job to starting from scratch a new 

business? What was it like – that decision-making moment? 

Garza: It's a mix of things. First of all, you have to have an inner voice that is really pushing you to do all 

the crazy things. I was 40-something at that time, so I wasn't getting any younger. It was something that I 

always wanted to do. But at that point, I felt like I had the experience, and I had some good things to 

bring to the table as an entrepreneur.  

But it was really that rebellious voice pushing me from the inside to do this crazy thing because, as you 

know, I was backed by a great institution; I had the opportunity to work with amazing people. But it was 

that inner voice that said, ‘No, there's a better way to do this and implement this.’  Also, ignorance. I was 

completely ignorant as to all the challenges that starting a business would entail. It's super challenging. 

Even when you have a good track record and come from one of the large investment management 

houses, and you have all this experience, it’s still super difficult to start a new firm, to build a team, to 

crystallize what your vision is in terms of the investment strategy, and then putting it all together to 

convince investors to trust you with their assets.  

You have to be a little bit crazy to make that leap. 

Murphy: So, rebelliousness, drive and ignorance are the secret to entrepreneurship here. I love it.  

Garza: That's right. A combination. 

Murphy: Let's talk a little bit about the focus of the firm on small mid-cap global equities. Was the 

choice of niche, if you will, based on your experience before starting AZTLAN, or did you find many 

investors are underallocated to this space, so there was opportunity to differentiate yourself here? 

Why this area of focus? 

Garza: It's a segment where the investable universe is generally underrepresented. Most investors are 

over exposed to the mega caps nowadays, to the American market, and to their own domestic or local 

markets, real estate, real assets. Small and mid-cap space is underrepresented. 

But, also, it’s an interesting space. There are all these very interesting companies in Brazil and Mexico 

and Chile and Colombia that are under the radar, under explored, and that provides for an interesting 

investment opportunity. In fact, these names started to trade out of discounts because they're there 

under owned, so valuation multiples tend to reflect that. So, it's a combination of attractiveness,  

experience in the space, and the idea that this could help us differentiate ourselves. 

Murphy: About a year ago, you launched your first ETF, ‘AZTD’. Tell us about that effort. Why did the 

ETF wrapper appeal to you and how did it fit into your business strategy?  

Garza: That's a great part of our story. As a firm, we like to say we're problem solvers and we bring 

creative solutions to problems that our clients face. It all came about out of a necessity or a certain 

requirement from one of our institutional clients in Mexico. We were managing a stock picking small 

mid-cap strategy globally. We had a private fund and we also managed the strategy through SMAs. But 

for this particular client, we were implementing the strategy through a model-kind of arrangement – we 



provide the strategy and they implement across many accounts within that firm in Mexico. We wanted 

to implement a strategy that invests in great stock picks in Japan, the Nordics, in Canada, in the U.S., 

France, Germany, all the developed markets, and you have to bring those names to the local market 

through a specific process, to the local exchange in Mexico, and then implement in the local accounts. 

There’s a lot of inefficiencies, as you can imagine. It takes a lot of time to go from identifying the 

opportunity to making it available for investment, plus all the inefficiencies in terms of trading and 

currencies and managing numerous accounts. So, the client said, ‘Can we implement this strategy but 

through a wrapper that is efficient that we can implement across all these things?’ We went to the 

drawing board, did our research and found that the ETF wrapper is especially designed for this kind of 

solution.  

But then we had another impediment to bring an ETF to Mexico, which was you cannot have an actively 

managed ETF list in Mexico and have tax benefits or tax incentives passive funds get. You have to be 

indexed. So, we had to figure out how do we replicate what we do on the stock picking active side with 

an index strategy? Again, we went to the drawing board and came up with a solution that’s a 

quantitative model that’s also fundamentally driven. We launched our first index, which is going to be 

two years old next month, in November. 

Murphy: That’s interesting because you’d think with your global footprint – boots on the ground 

everywhere – AZTD would be an active strategy. Has the need to be indexed constrained the strategy 

in any way, or is there enough flexibility, elasticity in a passive strategy to deliver the value you seek? 

Does it fit for purpose?  

Garza: It's an adaptation and it's always a learning process. We're always on that learning path. In terms 

of the passive strategy, the way we think about it, it's really an active strategy whether it’s within a 

passive framework. In other words, we have rules that are published for the index and the ETF follows 

those rules. In the end, it's a stock selection ETF. We designed it to have the best stocks. And the rules 

are simple: cash flow generation, valuations, rate of return, earnings growth. Based on those 

fundamentals that are desirable attributes for any investor to have, and for a company that they own. 

We're just applying that for the stock picking process in a rules-based environment to create this highly 

concentrated strategy. 

Murphy: Throughout your website you talk about the concept of highly concentrated but diverse. 

What does that balance look like?  

Garza: One of the problems we had to tackle when we were creating the index for the ETF was, first, 

how do we select the top names in the world? That was easy in the sense that we just apply the rules 

and take the best names with highest cash flow, return, equity growth, etc, and look for some of the 

lowest valuations. But then, how do we pick those 27 names or 30 or 40 or 50? How many names do we 

want to pick? And how do we mix them together? After many iterations and analysis, we got the final 

product. What I love about the final product and the outcome is that we came up with a simple solution, 

which was to go equal weight. We're picking from three regions, nine sectors, we excluded high volatility 

sectors like energy, biopharma and biotech, and we ended up with a matrix, so we're going to have a 

third in each region, one ninth or 11% in each sector, and 3.7% for each stock. That will give us 

concentration because it's 27 stocks out of 4000, and it's a really interesting sample of companies that 

have very strong fundamentals with this very systematic and very simple diversification. You're exposed 

to the three regions, to the nine sectors in an equal in an equal weight environment. 



Murphy: Tell us a little bit about your experience as an ETF provider. What's been the toughest part or 

the most rewarding part of being in this industry? 

Garza: There are very rewarding aspects to it, and very tough parts to it as well. There's a funny quote 

that says we didn’t do this because we thought it would be hard, we did it because we thought it would 

be easy. You’re always unaware of all the difficulty ahead, so the rewarding part comes after we have 

gone through the process. We have now just created our second index, it's a thematic strategy, and 

there will be a strategy obviously coming soon.  

One the rewarding things is that we have learned there's a lot of value in this wrapper, in this way of 

bringing a strategy to the market. That allows us to bring other strategies we know are of interest to both 

our current client investors and the broader market in general. The other rewarding part is that the word 

is getting out there, the innovation, especially for the Mexican market because of restrictions. We found 

a way to bring products to the market with a passive structure while keeping those active attributes we 

describe. That’s rewarding.  

The challenging parts as an entrepreneur is that you're always very optimistic and you always think that 

things will be easier, faster, cheaper, and it's almost 100% of the time the opposite. We were really 

struggling at first, on the first three months of the original launch, which was a little over a year ago, with 

a fund that was not known, below $20-$30 million in assets, and you're not viable at that level long 

term. It's costing you quite a bit. We were there.  

But we worked really hard in marketing and convincing investors to invest. And we were also lucky. 

That's usually a good combination. We grew assets and while we are still small, we’re viable and of good 

size. 

Murphy: Thanks Alejandro for coming on the show. Congratulations on the anniversary of the first ETF 

and on the success of the firm.  


