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EXCHANGE TRADED FUNDS (ETFS)

By Scott McKenzie

Exchange Traded Funds (ETFs)

ETFs are like managed index funds in that they comprise a portfolio of stocks that reflect an index,
but unlike index funds they can be bought and sold on the ASX.

They exist to provide portfolio diversification at a reasonable price, and to provide access to a
variety of international markets: regional; single country; single sector; single/basket of
commodities.

ETFs are the fastest growing segment of the market in managed investments, both in Australia and
globally.

The ASX has an introductory video at http://www.etfmate.com.au/asx.

ETFs in a portfolio

1. Core and satellite concept: core of ETFs plus satellite of other investments (hopefully to
generate returns in excess of markets)

2. Core: Australian equities (e.g. VAS) and global (e.g. VTS and VEU) — Vanguard examples.

3. Core: Australian equities (ASX 20 + small caps + high dividend) and global (I100) and
emerging markets (IEM)

4. Satellites: single countries, single sectors (to complement Australian equities lack).

A good introduction to ETFs in a portfolio: http://www.etfmate.com.au/How-to-Use-ETFs-When-
Building-a-Portfolio
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Producers of ETFs
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Funds

iShares — www.iShares.com.au

Russell — www.russell.com.au/etfs

Vanguard — www.vanguard.com.au

Australian Index Investments (Aii) — www.aii-etfs.com

State Streets Global (SPDR) — www.spdrs.com.au

BetaShares — www.betashares.com

1. Australian large caps
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SFY — SPDR S&P/ASX 50

STW — SPDR S&P/ASX 200

SYI| — SPDR S&P MSCI Australia Select High Dividend

RDV — Russell High Dividend Australian Shares

VAS — S&P/ASX 300 Vanguard Australian Shares

10Z — iShares MSCI Australia 200
ILC —iShares S&P/ASX 20
IHD — iShares S&P/ASX High Dividend

2. Australian small caps

a.

ISO — S&P/ASX Small Ordinaries

3. Australian property

a.
b.

SLF — SPDR S&P/ASX 200 Listed Property
VAP — Vanguard Australian Property Securities

4. Australian sectors
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5. Global
a.
b.

ENY - Aii S&P/ASX 200 Energy

MAM - Aii S&P ASX 300 Metals and Mining
RSR - Aii S&P/ASX 200 Resources

IDD - Aii S&P/ASX 200 Industrials

FIN - Aii S&P/ASX 200 Financials

FIX - Aii S&P/ASX 200 Financials x-A-REIT

OFN — BetaShares S&P/ASX 200 Financials (synthetic)

ORE - BetaShares S&P/ASX 200 Resources (synthetic)

100 — iShares S&P Global 100
VEU — Vanquard FTSC All-World ex-US Shares

6. Global sectors

a.
b.

IXJ — iShares S&P Global Healthcare
IXP —iShares S&P Global Telecommunications

AlA Managed Investments Email Bulletin, March 2011

Page 2 of 4


http://www.ishares.com.au/
http://www.russell.com.au/etfs
http://www.vanguard.com.au/
http://www.aii-etfs.com/
http://www.spdrs.com.au/
http://www.betashares.com/
http://www.spdrs.com.au/etf/fund/fund_detail_SFY.html
http://www.spdrs.com.au/etf/fund/fund_detail_STW.html
http://www.spdrs.com.au/etf/fund/fund_detail_SYI.html
http://www.russell.com/AU/financial-professionals/our-funds/exchange-traded-funds/
http://www.vanguard.com.au/fms/PDFs/etfs/VAU_profile.pdf
http://au.ishares.com/publish/content/documents/pdfs/ffs_book_aus.pdf
http://au.ishares.com/publish/content/documents/pdfs/ffs_book_aus.pdf
http://au.ishares.com/publish/content/documents/pdfs/ffs_book_aus.pdf
http://au.ishares.com/publish/content/documents/pdfs/ffs_book_aus.pdf
http://www.spdrs.com.au/etf/fund/fund_detail_SLF.html
http://www.vanguard.com.au/fms/PDFs/etfs/VAP_Profile.pdf
http://www.aii-etfs.com/AiiETFs/AiiSPASX200Energy.aspx
http://www.aii-etfs.com/AiiETFs/AiiSPASX300MetalsandMining.aspx
http://www.aii-etfs.com/AiiETFs/AiiSPASX200Resources.aspx
http://www.aii-etfs.com/AiiETFs/AiiSPASX200Industrials.aspx
http://www.aii-etfs.com/AiiETFs/AiiSPASX200Financials.aspx
http://www.aii-etfs.com/AiiETFs/AiiSPASX200FinancialsxAREIT.aspx
http://www.betashares.com.au/products/name/s-amp-p-asx-200-financials-sector-etf-synthetic/#each-keyFacts
http://www.betashares.com.au/products/name/s-amp-p-asx-200-resources-sector-etf-synthetic/#each-keyFacts
http://au.ishares.com/fund/performance.do?fund_category=AU_INTL&category_setting=AU_INTL
http://www.vanguard.com.au/fms/PDFs/etfs/VEU_profile.pdf
http://au.ishares.com/fund/performance.do?fund_category=AU_INTL&category_setting=AU_INTL
http://au.ishares.com/fund/performance.do?fund_category=AU_INTL&category_setting=AU_INTL

c. IXI—iShares S&P Global Consumer Staples

7. Global regions
a. IEM —iShares MSCI Emerging Markets
b. IBK —iShares MSCI BRIC
c. IVE —iShares MSCI EAFE
d. 1AA —iShares MSCI Asia 50
e. |EU —iShares MSCI Europe 350
8. Currency
a. USD — BetaShares U.S. Dollar ETF
9. Single country
a. IVV —iShares S&P 500 (US)

b. 1JH —iShares S&P Midcap 400

c. IJR —iShares S&P Smallcap 600 (US)
d. IRU —iShares Russell 2000 (US)

e. IJP - iShares MSCI Japan

f. IHK —iShares Hong Kong

g. ISG —iShares Singapore

h. ITW —iShares Taiwan

IKO — iShares South Korea

J. 1ZZ —iShares FTSE/Xinhua China 25

k. VTS — Vanguard MSCI Broad Market (US).
10. Commodities

a. ETPMAG — physical silver
ETPMPT — physical platinum
ETPMPD — physical palladium
ETPMPM — basket of precious metals
GOLD — physical gold..
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Research on ETFs
TheETFmate site has plenty of research on ETFs:

e ASX research - http://www.etfmate.com.au/asx

e Research by various ETF producers - http://www.etfmate.com.au/ETF-Issuers-
Research

¢ Independent research - http://www.etfmate.com.au/Independent-ETF-Research

ETFs are comparatively new to Australia, but if the pattern of acceptance occurs here like it has in
the United States, then even more ETFs will be available and their take-up by investors will
increase in a big way.
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This bulletin is produced by the: Australian Investors Association
PO Box 7439, Gold Coast MC Qld 9726
Tel: 1300555061 Fax: 07 5538 8376
Email: aia@investors.asn.au Web: www.investors.asn.au

Disclaimer

This Disclaimer is made for the purposes of the Corporations Act 2001 as amended by the Financial Services Reform Act 2001
("the Acts").

The Australian Investors Association

The Australian Investors Association ABN 75 052 411 999 ("AIA") is a non-profit association that aims to assist investors
become more knowledgeable and independent. In furthering its aims the AlA offers general information through its
publications. The AIA has no Australian Financial Services Licence (“AFSL”") under Part 7 of the Corporations Act 2001 as
amended.

Does not contravene the Acts

The AIA, its officers, agents, representatives, and employees do not hold an AFSL and does not purport to give advice or
operate in any way in contravention of the Acts. The AlA, its officers, agents, representatives, and employees exclude all
liability whatsoever, in negligence or otherwise, for any loss or damage relating to this publication to the full extent permitted by
law. The AIA has a policy that does not permit the endorsement or recommendation of any product or service regulated by the
Acts.

Provides Information only

This publication has been prepared as an information publication without consideration of any reader's specific investment
objectives, personal financial situations or needs. Because of this, no reader should rely upon the information and/or
recommendations contained in this publication. Readers should, before acting on any information contained herein, consider
the appropriateness of the information, having regard to their objectives, financial situation and needs.

The AIA believes that the material contained in this publication is based on the information from sources that are considered
reliable and is accurate when issued. However, the AlA does not warrant its accuracy or reliability. All views and information
expressed by the AlA, its officers, agents, representatives, and employees are for the purposes of discussion only.

If this publication, or any information, relates to the acquisition, or possible acquisition, of a particular financial product, the
reader should obtain a product disclosure statement relating to the product and consider that statement, and should consult a
licensed person before making any decision about whether to acquire the product. The opinions expressed in this publication
are those of the authors and do not necessarily reflect the views of the AlA.

Copyright: All rights reserved. No re-publication or copying in any way, including electronic means, may be made
without the prior written consent of the AIA.
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