
In this inaugural edition of Active Voice, Cathy 
Saunders, Head of Public Policy and Advocacy, 
hosts a conversation with Robert L. Reynolds, 
President and CEO of Putnam Investments,  
on the state of the investment industry in 2021.

Public policy has been a major passion for you 
across your entire career. How did this interest 
evolve, and how does it shape the landscape  
for Putnam’s stakeholders?   
It started early. I grew up in a political household.  
My father was active in politics. I became very interested 
from a young age and then got involved in campaigns 
while in college. After I graduated, I began working in the 
highly regulated investment business. It was obvious to 
me that legislation, policy, and regulation were critically 
important in framing the way we delivered value to 
clients and other stakeholders.

When you entered the investment industry,  
did this interest accelerate?   
My first job was in the trust department of a bank.  
When Congress passed the Employee Retirement 
Income Security Act of 1974 (ERISA), the American 
retirement landscape was transformed. The bank did 
not have an ERISA expert so I became the ERISA expert. 
ERISA made sweeping changes to the U.S. retirement 
system HR10 plans including bringing individuals more 
into the retirement system.  

When Congress changed the tax code in 1978, creating 
section 401k of the tax code, the revolution started.  
The final regulations were not completed until 1984 
which was really the birth of 401(k) as we know it. Its 
original intent was for a supplemental retirement plan. 
At first they were called “salary reduction plans.”  
Not the world’s best marketing slogan! A few years later,  
I was involved with the Institutional business at Fidelity 
where Ned Johnson told me that the 401(k) looked like 
an interesting opportunity. I was asked to lead Fidelity’s 
entrance into the business, and the rest is history. 

What do you see when you look around the  
corner these days, in terms of public policy and 
improving outcomes for Putnam’s clients?
We are experiencing a complete changeover for  
Washington. With the White House and Senate switching 
leadership, we can expect to see changes in regulations, 
types of investing such as ESG (environmental, social, 
and governance), tax policies, etc.   
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These big changes are creating new opportunities,  
so our industry needs to be at the table, representing 
our firms and the people we serve. It’s going to be a  
busy couple of years on the policy front. We’re all being 
dealt a new hand, and we are ready to get started.  

In recent months, we have heard proposals  
for changing the tax treatment of 401(k)s.  
Is this likely?  
Earlier in the campaign, President Biden speculated 
about the idea of replacing the tax deductibility of 401(k) 
contributions with a tax credit. Investors would make 
post-tax contributions to their savings and qualify for  
a follow-on tax credit. It’s not a formal proposal yet. 

Workplace savings has always enjoyed profoundly 
bipartisan support on Capitol Hill. We have close 
working relationships with some key players: incoming 
Secretary of Labor Marty Walsh (currently Mayor of 
Boston), the House Ways and Means Committee 
Chairman Richard Neal (D-MA), and Ranking Minority 
Member Kevin Brady (R-TX). Neal and Brady have jointly  
introduced the Securing a Strong Retirement Act of 
2020, which aims to expand on the SECURE Act that  
was enacted in December 2019. We don’t foresee any 
imminent alteration of the tax treatment of the 401(k).

In 2020, we saw robust capital market 
performance and returns, which seem to  
endorse the importance of active investment  
in all its dimensions. Do you see active 
opportunities in 2021?  
While our economy was severely impacted by the 
COVID-19 virus and recession, our capital markets stood 
firm. The rollout of vaccines and safe return of more 
people to the workplace will be positive for the economy 
generally and for investments in specific sectors.  
We are optimistic for positive returns in many areas.  
The new Biden administration has proposals for 
infrastructure spending that may be supportive for 
stocks in several industries. Anticipated tax proposals  
to pay for stimulus spending may also lift demand for 
tax-exempt municipal bond funds. Of course, Congress 
will need to vote on these, so stay tuned to negotiations. 
Also, regulators may revise rules surrounding ESG 
investing. It’s likely we’ll see many changes, and change 
brings opportunities.

How do you view ESG and sustainability?  
As CEO, do you consider ESG an investment 
solution, an investment category, or a fully 
integrated philosophy for managing the company?
All of the above. Studies have proven that companies 
that score well on ESG rankings tend to outperform 
other businesses with poor ratings. ESG research helps  
us identify companies that are generally well run and 
recognize their role as corporate citizens, doing the right 
things for their stakeholders and their workforce.  
We consider this a fertile area to look for solid investments.

In coming years, environmental considerations will  
play a greater role in both investment and corporate 
governance. We believe ESG is going to be a much 
greater part of our lives. And while these considerations 
are currently more prominent in Europe, the United 
States will rapidly catch up.

Turning to monetary policy, we note that interest 
rates remain at all-time lows. What trends do you 
see in the current environment?  
We are in a good position in that our fixed income 
products are active and flexible. They can pursue many 
return drivers and do not depend on interest rates as 
their primary source of performance. But rates are 
always important. While we do not see anything that  
will drive up rates over the short term, over the  
two- to five-year time frame, investors should keep an 
eye out for inflation which would drive rates higher.  

Over the past year, the firm has operated under 
the COVID-19 lockdown. How did Putnam adapt 
and carry on?
We had a continuity plan in place to deliver seamless 
service to our clients, shareholders, and business 
partners, and our people executed without missing  
a beat. From service to investment performance  
to distribution, we saw improvement versus 2019.  
That we saw higher sales says a lot about the quality  
and adaptability of our distribution. Nobody should 
have to experience anything like 2020 again, but we  
can look ahead with confidence. 
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Given the many changes COVID imposed on  
our way of doing business, do you foresee any 
shifts — things like technology conversion or 
virtual client service — that might stick around  
for the long haul?  
We’ve improved our processes on many fronts.  
On March 12, we told our employees to begin working 
from home. We already had quality technology in place; 
we did not have to gear up, and so we hit the ground 
running, right out of the chute. At the same time,  
we encouraged team members to submit feedback,  
and this helped us fine-tune our processes.  

The past year reminded us that business is about what 
the customer wants. No doubt we’ll travel and meet in 
offices again when the economy reopens, but it won’t be 
like January 2020 again. Flexibility for customers to 
choose personal or digital interaction is here to stay.  
We aim to be a leader in it.

Given the changing political environment and 
evolving dynamics in our industry, what trends do 
you see for mergers and acquisitions for the asset 
management industry?
Asset managers today are being challenged in many 
different ways. There is a rising demand for operational 
efficiency, scale, and diversification. M&A is becoming 
more of a fundamental part of our industry landscape. 
It’s all a part of serving customers better. 

Always Active is a timeless theme. Do you  
apply this theme to managing the firm, in the 
same way that the firm manages assets and  
client relationships?
Someone once said, “Be ready so you don’t have to get 
ready.” This past year has taught us to adapt to new and 
different challenges of a sort that we have never seen 
before. We have to be more opportunistic, generally. 
When opportunities rise before us, we should be able  
to react right away. These days, if you operate like it’s 
business as usual, you will not survive.

Between COVID-19, economic dislocation, and the 
election, we have more opportunities for the coming 
year than we’ve ever had before because we are  
experiencing so many systemic changes. Putnam 
experiences its greatest growth and expansion in  
times of great change.

For many years, investment managers have  
stayed with a “buy and hold” philosophy.   
Where are we in the debate between indexes  
and active management?
Indexes have been around for 40 years, so they are 
nothing new. And there are market conditions in which 
indexes can work well. The years following the global 
financial crisis are an example. We believe active and 
passive strategies can work well together in a portfolio.  
At points in the investment cycle, at times of dynamic 
change, we believe investors should look at the  
distinct advantages of active management.   

Index investing is often seen as a simple matter 
of low-cost investment. Are there times when 
low-cost strategies are eclipsed by a desire for 
outperformance?
Absolutely. Periods of volatility and rapid change  
are not the most opportune for holding indexes.  
When market leadership is narrow, top holdings can  
be become highly overweight. At certain points in the 
investment cycle, indexes can lack the advantage of 
flexibility. Investors should be aware of these risks.   

In 2020, investors seemed highly preoccupied 
with short-term financial challenges. But as the 
economy recovers, might they return to thinking 
about long-term investing — for example, 
retirement investing?
Regardless of where we are in the economy or  
markets, one thing never changes. People always ask 
me how they should be invested, and I always respond 
that it depends on your investment time horizon.  
For short-term strategies, investors typically want to 
remain highly liquid. But over the longer term, investors 
should consider robust equity allocations. Working with 
an advisor can be helpful in gauging an investor’s  
risk profile — their willingness to take risk.  

Retirement investors are a unique case. We know that 
historically, equities outperform bonds and bonds 
outperform cash over the long term. And retirement 
accounts don’t need to trade a great deal. But retirement 
investors need to carefully monitor their time horizons 
and sequence-of-return risk — taking too much risk 
when their balances are high and time horizon is short. 
Their investments should glide to more conservative 
allocations over time.  
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What are some guiding principles that you’ve 
developed in your career as a business leader?  
It all has to do with responsibility and accountability. 
Everyone has a specific role to fill; it’s a simple question 
of being productive and doing your job. To do what we 
do in our company, we need expertise in a variety of 
disciplines. Over the past year, our leadership team and 
the people who work with them really stepped forward.  

How does 2021 look for the company, for clients, 
and for stakeholders?
It’s all about active management. In 2020, with so  
much change and volatility, we had to manage the 
company — and manage our client assets — actively.  
This will continue in 2021 as we work with the new 
administration in Washington, as we roll out the vaccine, 
and as people return safely to the workforce.     

In the coming year and beyond, we see new opportunities 
in the investment markets, and our clients want new 
ways to interact with us. We need to be as active as ever, 
embracing change and understanding that it will be a 
permanent part of our lives. In a changing world, the 
companies that understand this will be the winners.

About ACTIVE VOICE
Active Voice is Putnam’s platform for new  
ideas and insight focused on public policy, 
capital markets, asset and wealth management, 
workplace retirement savings, and emerging 
technology and diversity issues. Clients, 
partners, and stakeholders can join in the 
exchange to continue charting a course for  
an advancing industry.  

As a leader with over 30 years of experience  
in the investment industry, Cathy offers insight 
on national and local policy and the goals of 
Putnam’s clients and stakeholders. She shares 
her expertise on a variety of topics such as 
women and wealth; the client experience;  
leadership; and diversity and inclusion.  
Cathy is a member of Putnam’s Diversity  
Advisory Council and Women of Putnam. 

CATHY SAUNDERS
Head of Public Policy and Advocacy
Putnam Investments
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This material is for informational and educational 
purposes only. It is not designed to be a recommen-
dation of any specific investment product, strategy, 
or decision, and is not intended to suggest taking or 
refraining from any course of action. The material was 
not prepared, and is not intended, to address the needs, 
circumstances, and objectives of any specific institution, 
plan, or individual(s). Putnam is not providing advice in 
a fiduciary capacity under applicable law in providing 
this material, which should not be viewed as impartial, 
because it is provided as part of the general marketing 
and advertising activities of Putnam, which earns fees 
when clients select its products and services. The views 
and strategies described herein may not be suitable for 
all investors. Prior to making any investment or financial 
decisions, any recipients of this material should seek 
individualized advice from their personal financial, legal, 
tax, and other professional advisors that takes into 
account all of the particular facts and circumstances of 
their situation. Unless otherwise noted, Putnam is the 
source of all data. Putnam Investments cannot guarantee 
the accuracy or completeness of any statements or  
data contained in the material. Information and data 
contained in this material are subject to change.  
Actual results could differ materially from those  
anticipated. All investments involve risk, and investment 
recommendations will not always be profitable. Putnam 
Investments does not guarantee any minimum level of 
investment performance or the success of any investment 
strategy. Investing entails risks, including possible loss 
of principal. Past performance is no guarantee of future 
results. This material or any portion hereof may not be 
reprinted, sold, or redistributed in whole or in part  
without the express written consent of Putnam  
Investments. The information provided relates to  
Putnam Investments and its affiliates, which include  
The Putnam Advisory Company, LLC, Putnam  
Investment Management, LLC, Putnam Investments 
Limited® and Putnam Retail Management, LP. 

Investing involves risk, including the loss of capital.

Investors should carefully consider the investment  
objectives, risks, charges, and expenses of a fund  
before investing. For a prospectus, or a summary  
prospectus if available, containing this and other 
information for any Putnam fund or product,  
call your financial representative or call Putnam  
at 1-800-225-1581. Please read the prospectus  
carefully before investing.

Issued in the United Kingdom by Putnam Investments 
Limited®. Putnam Investments Limited is authorized 
and regulated by the Financial Conduct Authority (FCA). 
For the activities carried out in Germany, the German 
branch of Putnam Investments Limited holds a permit 
as a financial investment broker in accordance with 
Sec. 34f para. 1 sentence no. 1 of the German Trade 
Ordinance and is registered under the registration 
number D-F-16077N8-19 in the publicly available broker 
register. Putnam Investments Limited is also permitted 
to provide cross-border investment services to certain 
EEA member states. In Europe, this material is directed 
exclusively at professional clients and eligible counter-
parties (as defined under the FCA Rules, or the German 
Securities Trading Act (Wertpapierhandelsgesetz) or 
other applicable law) who are knowledgeable and 
experienced in investment matters. Any investments to 
which this material relates are available only to or will 
be engaged in only with such persons, and any other 
persons (including retail clients) should not act or rely on 
this material. Furthermore this material is only intended 
for the recipient receiving it directly from Putnam  
Investments Limited and should not be forwarded to,  
or relied upon by, the recipient’s underlying clients. 

Prepared for use with wholesale investors in Australia by 
Putnam Investments Australia Pty Limited, ABN, 50 105 
178 916, AFSL No. 247032. This material has been prepared 
without taking account of an investor’s objectives, 
financial situation, and needs. Before deciding to invest, 
investors should consider whether the investment is  
appropriate for them.

Prepared for use in Canada by Putnam Investments  
Canada ULC (o/a Putnam Management in Manitoba). 
Where permitted, advisory services are provided  
in Canada by Putnam Investments Canada ULC  
(o/a Putnam Management in Manitoba) and its affiliate,  
The Putnam Advisory Company, LLC. 

This material is prepared by Putnam Investments for 
use in Japan by Putnam Investments Securities Co., Ltd. 
(“PISCO”). PISCO is registered with Kanto Local Finance 
Bureau in Japan as a financial instruments business 
operator conducting the type 1 financial instruments 
business, and is a member of Japan Securities Dealers 
Association. This material is prepared for informational 
purposes only, and is not meant as investment advice 
and does not constitute any offer or solicitation in Japan 
for the execution of an investment advisory contract or a 
discretionary investment management contract.
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